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Sec. 5505.06. ¢A3) The members of the state highway patrol
retirement board shall be the trustees of the funds created by
section 5505.03 of the Revised Code. The board and other fidu-
ciaries shall discharge their duties with respect to such funds
solely in the interest of the participants and beneficiaries; for
the exclusive purpose of providing benefits to participants and
their beneficiaries and defraying reasonable expenses of admin-
istering the system; with care, skill, prudence, and diligence
under the circumstances then prevailing that a prudent man
acting in a like capacity and familiar with such matters would
use in the conduct of an enterprise of a like character and with
like aims; and by diversifying the investments of the system so
as to minimize the risk of large losses, unless under the circum-
stances it is clearly prudent not to do so. In exercising its fidu-
ciary responsibility with respect to the investment of such
funds, it shall be the intent of the board to give consideration to
investments that enhance the general welfare of the state and
its citizens where such investments offer quality return and
safety comparable to other investments currently available to

the board. In fulfilling this intent, equal consideration shall be
given to investments otherwise qualifying under this section
which involve minority owned and controlled firms and firms
owned and controlled by women either alone or in joint venture
with other firms. The board shall adopt in regular meeting, pol-
icies, objectives or criteria for the operation of the investment
program. In adopting policies and criteria for the selection of
agents with whom the board may contract for the administra-
tion of the fund, the board shall give equal consideration to
minority owned and controlled firms and firms owned and con-
trolled by women and joint ventures involving minority owned
and controlled firms and firms owned and controlled by women
which otherwise meet the criteria established by the board.
Amendments and additions to the policy shall be adopted in reg-
ular meeting. The board shall publish its policies under this
provision no less than annually and shall make copies available
to interested parties. The board may invest such funds in any
bonds, notes, certificates of indebtedness, mortgage notes, real
estate, stocks, shares, debentures, or other obligations, or secu-
rities described below:

(A) The following obligations of the federal government
and related agencies:

(1) Bonds, notes, or other obligations of or guaranteed by
the United States, or those for which the credit of the United
States is pledged for the payment of the principal and interest
thereof;

(2) Bonds, notes, debentures, or any other obligations or
securities issued by any federal government agency presently
or in the future established by act of congress, and as amended
or supplemented from time to time;

(3) Obligations of local housing agencies, which obligations
are secured either by a requisition agreement or by an annual
contributions contract by and between the local housing agency
and the public housing administration, as authorized under the
“United States Housing Act of 1937, 50 Stat. 888, 42 U.S.C.
1401, as amended;

(4) Loans to veterans guaranteed in whole or in part by
the United States government pursuant to Title III of the “Ser-
vicemen’s Readjustment Act of 1944,” 58 Stat. 284, 38 U.S.C. 693,
as amended, provided such guaranteed loans are liens upon real
estate.

(B) The following state, county, and municipal obligations:

(1) Bonds, notes, certificates of indebtedness, or other obli-
gations issued, assumed, or guaranteed by this state, any
authority, board of trustees, commission, or other agency of this
state, any county, municipal corporation, or any township,
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school district, conservancy district, sanitary district, or other
legally constituted taxing or bond issuing authority, political
subdivision, or public corporation organized under the laws of
this state, whether such bonds, notes, certificates of indebted-
ness, or other obligations are secured by the general taxing
powers, by pledge of or lien upon a designated tax, levy, impost,
or excise, singly or in combination, by pledge of or lien upon the
revenues derived from a publicly owned facility for the use or
services of which charges are or are to be made, or by any other
means authorized under the laws of this state;

(2) Bonds, notes, or other obligations issued, assumed, or
guaranteed by any other state, or by any legally constituted
agency of such state, provided the bonds, notes, or other obliga-
tions are secured by the general credit and taxing powers or by
pledge of or lien upon a designated tax, levy, impost, or excise,
singly or in combination, which must be imposed and collected
under the laws of such state while bonds secured thereby are
outstanding, provided that, within ten years prior to the pur-
chase of the investment, there has been no default in the pay-
ment of principal or interest, continuing more than ninety days,
on any of the bonds, notes, or other obligations of such state or
of any legally constituted agency of such state, which obliga-
tions are secured in like manner;

(3) Bonds, notes, or other obligations issued, assumed, or
guaranteed by any municipal unit of any other state, provided

the municipal unit has:
“(a) A population as shown by the last preceding federal

census of not less than twenty-five thousand;

(b) Pledged its faith and credit for the payment of the prin-
cipal and interest of the bonds, notes, or other obligations;

(¢) The power to levy taxes on the taxable real property
therein for the payment of both principal and interest of the
bonds, notes, or other obligations without limitations of rate or
amount;

(d) Within the ten years prior to the making of the invest-
ment, not defaulted in payment of principal or interest of any
debt evidenced by its bonds, notes, or other obligations for more
than ninety days;

(e) Outstanding at the time of purchase at least one mil-

lion dollars principal amount of debt secured by its faith and
credit.
As used in division (B)@3) of this section, ‘“‘municipal unit”
means any county, village, or other municipal corporation,
township, school district, water district, sanitary or sewer dis-
trict, or other political subdivision of a state.

543 %ﬁvenue bonds of a unit, provided:
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five million dollars principal amount of debt secured by tlsle rf:f
enu?ls))pl%ifed to secure the revenue bonds:
e enabling legislation contain’s isi
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ngress an
between two or more states. & @ pursuant to & compact
(b) “Utility” means an
) y waterworks system, gas syst
flls;:riizllc ilght §istem, se}::ver or sewerage disposal sys%em g:idegr:,
» turnpike, or other highway, or any combinati : ’
: L , ation of t
;)rll' more of the foregomg_. System” means a supply or g‘ener:).vt(i
g system, a transmission or distribution system, or both d
all appurtenances thereof. ’ &0
(¢) “Revenue bonds” means
‘ even any bonds or other in -
Zisrtl)r;gt(})lblilga;tlons of a unit, the principal and interest oft\fr;(aits:;
eir terms payable from the revenues deri
e rived fr
u:;lllty %\yned. or operated by the unit that issued the bongrsno?
&h::hgrlzgztll)cz)r;sd, or by an agency or instrumentality thereof
sa i :
ihether th re secured by a mortgage or a trust inden-
(d) *“‘Enabling legislation” m
. eans any act of congress
the.tleglslatl_lr.e of any st.a’ge, any ordinance or resolufion of?:}:):
g:la:;tr};orlflng ortprov1dmg- for the issuance of revenue bonds
. ortgage, trust indenture, trust agree ,
Instrument executed as securi ’ g ment" oy her
Istrument ¢ urity for revenue bonds, singly or in
The obligations described in divisi
\ . n divisions (B)(1), (2), (3), an
:{1 this section shall_b.e rated at the time of purchase ivi);‘,hindtgg
Y re(aie h1_ghest clgssﬁications established by at least two stan-
b;ronza;;ng serv1ce}f or, if not rated, shall be certified in writing
more such services to be of investment i i
' _ quality e -
Iept to, or higher than, the quality of bonds rated in gheq:};"’ad
highest investment classification. N

ko oL

S Ue 250

et 1



a%%FCo

(C) The .following Canadian obligations, which shall_not
exceed fifteen per cent of the total value of all funds described
in section 5505.03 of the Revised Code: . _ .

(1) Bonds, debentures, notes, or other obhgatlons issued,
guaranteed, or assumed as to both principal and mterest. by the
government of the Dominion of Canada, by any province of
Canada, or by any city of Canada that has a population of‘not
less than one hundred fifty thousand inhabitants, provided
that(.a) The faith and credit of the issuer, gual"antf)r, or
assumer of the bonds, debentures, notes, or other obligations is
pledged for the payment of principal and interest tht?reof, ?.nd
that the principal and interest thereof are payab]e.m United
States funds, either unconditionally or at the option of the
holder;

(b) Any such city has power to levy taxes on the taxable
real estate property therein or to collect other revenues for the
payment of both principal and interest of t}ne bonds, debentures,
notes, or other obligations without limitation of rate or amount;

(¢) The issuer, guarantor, or assumer of !:he bonds, debgn-
tures, notes, or other obligations has not within ten years prior
to the making of the investment defaulted in payment of princi-
pal or interest of any debt evidenced by its bonds, debentures,
notes, or other obligations for more than ninety days_; .

(d) The bonds, debentures, notes, or other qbllgatlons are
rated at the time of purchase within the three highest c_lassﬂ'l—
cations established by at least two standard rating services or,
if not rated, are certified in writing by one or more such services
to be of investment quality equivalent to, or higher than., _the
quality of bonds rated in the third highest investment classifica-
tion. .

(D) The preferred convertible and common stocks issued or
guaranteed by a corporation created or existir}g under the laws
of the United States or any state thereof; provided: -

(1) That for a period of five fiscal years for'whlch the nec-
essary statistical data are available next preceding j:he date of
investment, such corporation, as disclosed by its published ﬁsgal
annual statements, had an average annual net income plus its
average annual fixed charges at least equal to one and one-half
times the sum of its average annual dividend OR DISTRIBU-
TION requirement for preferred stock and its a\{erage‘annual
fixed charges for the same period; however, durmg neither of
the last two years of such period shall the sum of its annual net
income and its annual fixed charges be less than one and one-

half times the sum of its dividend OR DISTRIBUTION require-
ments for preferred stock and its fixed charges for the same

period. As used in this paragraph, “fixed charges’ means inter-
est on funded or unfunded debt, contingent interest charges,
amortization of debt discount, and expense and rentals for
leased property and, in the case of consolidated earnings state-
ments of parent and subsidiary corporations, which shall be
used if available, includes all fixed charges and preferred divid-
end OR DISTRIBUTION requirement, if any, of the subsidi-
aries;

(2) That the corporation has no arrears of dividends OR
DISTRIBUTIONS on its preferred stock;

(3) As to the common stock of any corporation that:

(a) Such common stock is registered on a national securi-
ties exchange as provided in the “Securities Exchange Act of
1934,” 48 Stat. 881, 15 U.S.C.A. 77b or, if traded only in the over-
the-counter market, at least ten member firms of the national
association of securities dealers make markets in the stock;

(b) The preferred stock of such corporation, if any be out-
standing, qualifies for investment under this division; '

() Such corporation, having no preferred stock outstand-
ing, had earnings for the five fiscal years next preceding the
date of investment of at least twice the interest on all mort-
gages, bonds, debentures, and funded debts, if any, after deduec-
tion of the proper charges for replacements, depreciation, and
obsolescence;

(d) Such corporation paid a cash dividend OR DISTRIBU-
TION on its common stock in at least three years of the five-
year period next preceding the date of investment and the
aggregate net earnings available for dividends OR DISTRIBU-
TIONS on the common stock of such corporation for the whole of
such period were at least equal to the amount of such dividends
OR DISTRIBUTIONS paid;

(4) In applying the earnings test under this division to any
issuing, assuming, or guaranteeing corporation, where such
corporation acquired its property or any substantial part
thereof within a five year period immediately preceding the
date of investment by consolidation, merger, or by the purchase
of all or a substantial portion of the property of any other corpo-
ration or corporations, or has acquired the assets of any
unincorporated business enterprise by purchase or otherwise,
net income, fixed charges, and preferred dividends OR DISTRI-
BUTIONS of the several predecessor or constituent corpora-
tions or enterprises shall be consolidated and adjusted so as to
ascertain whether or not the applicable requirements of this
section have been complied with;

(8) The value of the total investment in common and pre-
ferred stocks does not exceed thirty-five per cent of the total
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value of all funds described in 1;section 5505.03 of the Revised
i ing such stock at cost. -
COd((eiﬂl)r(lSUdl})r:agl;t or equity interests ir} either qf the }f;qllomnogt.her
(a) Any corporation, partners!up, proprietors ip, nc;znts ¢
entity not otherwise meeting the mvestmept reqlilre nts of
this section, provided more than one:halfof its assets ar::1 ithin
this state or more than one-ha!lf of its em_ployees gre .eth.;:l tyhis
within this state or its princ'lpaI- ofﬁce is located wi tlof his
state, and provided liability is limited to the amoun
; . '
mve(slf;ne\r;e’nture capital firms who agree to usﬁ t}}elr t:):a?:
efforts to make investments in small bus.mess-e;l avmrg(; thelr
principal offices within this state-and having eit| e}xl' mo than
one-half of their assets wit(}ilin. :}1;1_15 t:s}ii?si:t;tc;l;emore than on
i in .
of t}};l)r eﬂiﬁﬁ:ﬁ? Ir)rll(;}:iee :r?der this division shall not exceed
in the aggregate five per cent of the; total value of all funds
described in section 5505.03 of the Rgv1sed.CO(.ie.
(8) As used in division (E) ot" this section: von. part.
(a) “Venture capital firms’ means any corpora llb ’siI:-ness
nership, proprietorship, or oth.er ent}ty, the principa 1.111 iness
of which is or will be the making of investments in sma
neSS(iS), “Small businesses” means any co_rporation, partner-
ship, proprietorship, or other entity that either (.ioes rtlr(:li;r}::viz
more than four hundred employees vyhen the inves ot s
made, or would qualify as a sr;lall bum:lis;ufsoi;;:s’e ifll\]r?s):ment
iving financial assistance from small
Zf;::;)‘;l:fas licensed under the “Small Business Ir(\ivest(rinenltesAg;
of 1958, 72 Stat. 689, 15 U.S.(E:A. 661, as amended, and ru
i inistration; o
the ?(I:I)1 al}‘lbi]:il:‘;sisnigzlsr;s”t means limited partr.ler'shl.p interests
and other equity interests in which liability is 11m1t1ed ;r(;nt:i
amount of the investment, but @oes npt mean gi?grl;a_ lig
ship interests or other interests involving genera kla i g{tional
(F) Notes, bonds, debentures, prefgr.red stocks, ((i'on itional
sales contracts, or equipme(;lt tr:stbfgrt:fi'zc:steosrlsis:eth :r; der an
1 ich are the direct obliga r, . .
:::;?ﬁ;:x:l:r?t’: ::'}:Jst certificates, are s.ecured by direct 'obhgatlor;s(.i,
of a railroad or industrial c}?rpora(;lortl., (;:' a;r(;onrgscr)':tt;:ir;sng?s%ri_
directly and primarily in the production, : : 1’ istri-
i of electricity or gas, or the operation of telephon
2;] 13cle(:]rela’gcx)-la;;;2](seystems or waterworks, or ?n some .co_mbmatll?;’ eo;'
them; provided that the obligor corporation thatis giorfgereof
under the laws of the United Stateg, or by any s e‘th‘n the’
and the obligations are rated at the time of purchase withi

three highest classifications established by at least two stan-
dard rating services selected from a list of the standard rating
services which shall be prescribed by the superintendent of
banks; or that for a period of five fiscal years for which the nec-
essary statistical data are available next preceding the date of
investment, the corporation as disclosed by its published fiscal
annual statements had an average pre-tax income plus its aver-
age annual fixed charges at least equivalent to two times its
average annual fixed charges for the same period; provided,
during neither of the last two Years_of the period shall the sum
of its annual pre-tax income and its annual fixed charges have
been less than two times its fixed charges for the same period.
As used in this division, “fixed charges” means interest on
funded or unfunded debt, contingent interest charges, amor-
tization of debt discount, and expense and one-third of rentals
for leased property and, in the case of consolidated earnings
statements of parent and subsidiary corporations, which shall
be used if available, includes all fixed charges of the subsidi-
aries.

(G) The following insured shares, certificates,
accounts, and notes secured by mortgages on real estate:

(1) Shares, certificates, or other evidences of deposits
issued by a state chartered building and loan association orga-
nized under the laws of the state, which association has
obtained insurance of accounts as provided in subchapter IV of
the “National Housing Act,” 48 Stat. 1246 (1934), 12 US.C. 1701,
as amended, but only to the extent that the evidences of depos-
its are insured under the act, as amended, and in shares, certifi-
cates, or other evidences of deposits of a member of 3 deposit
guaranty association organized under sections 1151.80 to
1151.92 of the Revised Code;

(2) Shares, certificates, or other evidences of deposits
issued by a federal savings and loan association organized and
incorporated under the “Home Owners’ Loan Act of 1933,” 48
Stat. 128, 12 U.S.C. 1461, as amended, but only to the extent that
the shares, certificates, or other evidences of deposits are
insured under subchapter IV of the “National Housing Act,” 48
Stat. 1246 (1934), 12 U.S.C. 1701, as amended;

(3) Savings accounts in a national bank located in this
state or a bank located in and organized under the laws of this
state if the deposits of the depository bank are insured by the
federal deposit insurance corporation, created under the ‘‘Fed-
eral Deposit Insurance Corporation Act of 1933,” 48 Stat. 162, 12
U.S.C. 264, as amended;

(4) Notes secured by mortgages insured by the federal
housing commissioner, or his successor or assigns, or in deben-
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tures issued by the commissioner, which are guaranteed as to
principal and interest by the federal housing administration;

(5) Bonds and notes backed by pools of first liens on fee
simple estates in land in this state that are improved by one- to
four-family residential structures;

(6) Bonds, notes, or other evidences of indebtedness that
are secured by first liens upon improved commercial real prop-
erty, upon condition that:

(a) No mortgage loan on any one property shall, at the
time of investment by the board, exceed ninety per cent of the
value of the real property securing the loan unless that portion
of the loan exceeding ninety per cent is insured or unless the
mortgage is a participating or convertible mortgage;

(b) The aggregate investment in mortgage loans on com-
mercial property that are not insured by the federal housing
commissioner shall not exceed ten per cent of the total value of
all funds described in section 5505.03 of the Revised Code;

(7) Pass-through securities backed by pools of first liens on
fee simple estates in land in this state that are improved by one-
to four-family residential structures;

(8) Pass-through securities backed by pools of first liens
upon improved commercial real property, provided no mortgage
loan on any one property at the time of investment by the
board, shall exceed ninety per cent of the value of the real prop-
erty securing the loan unless that portion of the loan exceeding
ninety per cent is insured.

(H) Real estate within the United States, provided that
the aggregate of all investments made under this division shall
not exceed twenty-five per cent of the total value of all funds
described in section 5505.03 of the Revised Code, except that no
investment in real estate made under authority granted else-
where in this section shall be counted toward this limitation.

The board may invest under this division in any interest in
real property, including, but not limited to, improved or
unimproved real property, suitable, or adaptable without exces-
sive cost, for more than one use, and whether or not income-pro-
ducing; mortgages; deeds of trust; notes secured by real prop-
erty; leaseholds; leases; ground leases; air rights; limited part-
nerships; real property interests owned, developed, or managed

by joint ventures or limited partnerships; variable notes
secured by real property; participations, created by any person
regularly engaged in the business-of making, or acting as a bro-
ker of, mortgage loans, in notes secured by real property; inter-
ests in collective investment funds; and condominium interests;
provided that liability shall be limited to the amount of the
investment. Unimproved real property acquired shall be subject

to a development plan.

Real property purchased und i ivisi
. er this division ma
?mll)r(()ived by the boar'd. . Expenditures for improvementsym:;
:;1(9 1: e, but are not 11m1§ed to, expenditures for demolition of
isting structures, g.r_admg and landscaping, construction of
new structures, modification of existing structures fixtures
equipment, and related personal property. The b;)ard may’
manage t.h.e. reall property or may contract for management
resPor}51b111tles with firms having expertise in the management
of similar real property. semen
Real property purchased or im
proved under this division:
8; %ﬁhallll))e geographically dispersed; Hsions
ay be leased to corporations i
_ _ . : » partnerships, or
{)roprletorshlps with or without purchase option provli)sions :(r)lls
ease payments may, but need not, include all or part of the’
chase and improvement costs; par
(3) May be mort ili i
thic division}.’ ortgaged to facilitate activities authorized in
g; The following common stocks:
The common stock of a bank that i
om at is a member of
federal deposit Insurance corporation and has capital f(‘)untdl"se
represented b)" capital, surplus, and undivided profits, of t,
least twenty million dollars; ’ ?
(2) The common stock of a life i
' € Insurance company that ha
capxta.l funds, represented by capital, special surplus funds ans
unaﬁg;gn’;g surplus, of at least fifty million dollars: ,
e common stock of a fire or casua’It in
_ : sur
company, or a cor_nbmatlon thereof, that has caypital f::§:
represented by_ capital, net surplus, and voluntary reserves, of
at least fifty million dollars. >0
J)(1) Various forms of com i i
) s f mercial paper issued b
gorporatlon that is incorporated under the lpaws of the Uyn:itzg
1t.at.;a)ls or any state thereof; banker’s acceptances that are
f.lg'l e fqr. discount at any federal reserve bank; negotiable
d1me ce'rtlflc.atf.zs of deposit issued by commercial banks and
li);r;esltlcfb;:ldgg an((ii loan associations as defined in section
151.01 o e Revised Code, if such obligations t ithi
s1X months from the date of purchase; Trehase s
. _ ; and repurchase -
fmeglé:;secureq by obligations of the United States treas:gec?r
ral agencies or by any other m i
specified in this section; erey market instruments
(2) Corporate giebentures convertible or exchangeable into
common stock, provided the corporation meets the requirement
of d1v1519n (D) of this section. °
. t‘;}ll Investments purchased by the board shall be delivered
o : g treasurer of statg, who is hereby designated as the
custodian thereof, or to his authorized agent. Such securities
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may be deposited by the treasurer of state for safekeeping with
an authorized agent, selected by the treasurer of state, who is a
qualified trustee under section 135.18 of the Revised Code. The
treasurer of state shall collect the principal and the interest
and, dividends thereer, AND DISTRIBUTIONS ON THEM as
the same become due and payable and when collected shall
credit same to the retirement system,

The treasurer of state shall honor and pay all vouchers
drawn on the funds of the retirement system for payment of
such investments upon delivery to him, or to his authorized
agent, of the instruments of title of such investments when
there is attached to such vouchers a certified copy of a resolu-
tion of the board authorizing the purchase of such invest-
ments. The board may sell any of said investments upon like
resolution, and the proceeds thereof shall be paid by the pur-
chaser to the treasurer of state upon delivery to him of the
instruments of title of such investments by the treasurer of
state or his authorized agent. When paid, said proceeds shall
be credited to the retirement system.

All of the board business shall be transacted, all its funds
invested, all warrants for money drawn and payments made,
and all of its cash, securities, and other property held, in the
name of the board .or its nominee, provided that nominees are
authorized by board resolution for the purpose of facilitating
the ownership and transfer of investments and restricted to
members of the board, the secretary, and designated members
of the staff, or a partnership composed of any of the foregoing
persons.

No investment shall be made under this section without
prior approval by the state highway patrol retirement board.

Any statement of financial position distributed by the board
shall include the market value, as of the statement date, of all
investments held by the board under this section.
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