Sec. 742.11. The members of the board of trustees of the
police and firemen’s disability and pension fund shall be the trus-
tees of the several funds created by section 742.38 of the Revised
Code. The board may invest such funds in any bonds, notes, cer-
tificates of indebtedness, mortgage notes, stocks, shares, deben-
tures, or other obligations, or securities 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 sup-
plemented from time to time;

(3) Obligations of local housing agencies which obligations
are secured either by a requisition agreement or by an annual con-
tributions contract by and between the local housing agency and
the public housing administration, as authorized under the pro-
vigions of the act of congress of September 1, 1937, known as the
“United States Housing Act of 1937,” 50 Stat. 888, 42 U.S.C.
1401, as amended by the act of congress of July 15, 1949, known
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as the “Housing Act of 1949,” 63 Stat. 413, and as amended or
supplemented from time to time;

(4) Loans to veterans guaranteed in whole or in part by the
United States government pursuant to Title III of the aet of
congress known as the “Servicemen’s Readjustment Act of 1944,”
58 Stat. 284, 38 U.S. C. 693, and as amended or supplemented
from time to time, 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, city, village, or other municipal corporation, any township,
school district, conservancy district, sanitary district, or other

legally constituted taxing or bond issuing authority, political sub- |
division, or public corporation organized under the laws of this |

state, whether such bonds, notes, certificates of indebtedness, or
other obligations are secured by the general taxing powers, by
pledge of or lien upon a designated tax or taxes, levy or levies,
impost or imposts, excise or excises, singly or in combination, by
pledge of or lien upon the revenues derived from a publicly owned
facility or facilities for the use or services of which charges are
or are to be made, or by other means authorized under the laws of
this state;

(2) Bonds, notes, or other obligations issued, assumed, or
guaranteed by any other state of the United States, or by any
legally constituted authority, commission, or other agency of such
state, provided such bonds, notes, or other obligations are secured
by the general credit and taxing powers or by pledge of or lien
upon a designated tax or taxes, levy or levies, impost or imposts,
excise or excises, 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 purchase of such investment, there has been no default in the
payment of principal or interest, continuing more than ninety
days, on any of the bonds, notes, or any other obligations of such
state or of any legally constituted authority, commission, or other
agency of such state, which obligations are secured in like manner;

(3) Bonds, notes, or other obligations issued, assumed, or
guaranteed by any municipal unit of any other state of the United
States, provided: .

(a) Such municipal unit has a population as shown by the
last preceding federal census of not less than twenty-five thousand.

(b) The municipal unit has pledged its faith and credit for
the payment of the principal and interest of such bonds, notes, or
other obligations.




(¢) The municipal unit has the power to levy taxes on the !
taxable real property therein for the payment of both principal !
and interest of such bonds, notes, or other obligations without |
limitations of rate or amount.

(d) The municipal unit has not within the ten years prior
to the making of the investment defaulted in payment of principal
or interest of any debt evidenced by its bonds, notes, or other obli-
gations for more than ninety days.

(e) The municipal unit has outstanding at the time of pur-
chase at least one million dollars principal amount of debt secured
by its faith and credit.

As used in division (B) (8) of this section, “municipal unit”
means any county, village, or other municipal corporation, town-
ship, school district, water district, sanitary or sewer district, or
other political subdivision of a state.

(4) Revenue bonds of a unit, provided:

(a) The unit had outstanding at the time of the investment
five million dollars principal amount of debt secured by the rev-
enues pledged to secure such revenue bonds.

(b) The enabling legislation contains provisions or covenants
requiring the unit issuing such revenue bonds to fix, maintain, and
collect charges for the services furnished by the utility adequate
to provide revenues sufficient to meet all proper and reasonable
costs of operating and maintaining the utility and to meet princi-
pal and interest requirements of such revenue bonds.

(¢c) The unit has not within the ten years prior to the
making of the investment defaulted in payment of principal or
interest of any debt secured by the revenues pledged to secure
such revenue bonds.

(5) As used in division (B) (4) of this section:

(a) “Unit” means any other state of the United States or
any city, county, or other political subdivision thereof, any
authority, department, district or commission, or any agency or
instrumentality of any of the foregoing, or any agency or instru-
mentality of the federal government, or a commission or other
public body created by an act of congress and pursuant to a com-
pact between two or more states.

(b) “Utility” means any waterworks system, gas system,
electric light system, sewer or sewerage disposal system, bridge,
tunnel, turnpike, or other highway, or any combination of two or
more of the foregoing. ‘“System” means a supply or a generating
system, or a transmission or a distribution system, or both such
supply and generating system and such transmission or distribu-
tion system, and all appurtenances thereof.



(c) “Revenue bonds” means any bonds or other interest- |

bearing obligations of a unit, the prinecipal and interest of which
are by their terms payable from the revenues derived from a
utility owned or operated by the unit which issued such bonds or
other obligations, or by an agency or instrumentality thereof,
whether or not said bonds are secured by a mortgage or a trust
indenture.

(d) “Enabling legislation” means any act of congress or of
the legislature of any state, any ordinance or resolution of the
unit authorizing or providing for the issuance of revenue bonds,
or any mortgage, trust indenture, trust agreement, or other instru-
ment executed as security for revenue bonds, singly or in combina-
tion.

The obligations described in divisions (B) (2), (8), and (4)
of this section shall be rated at the time of purchase within the
three highest classifications established by at least two standard
rating services, or, if not rated, shall be 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 invest-
ment clagsification.

(C) The following Canadian obligations:

(1) Bonds, debentures, notes, or other obligations issued,
guaranteed, or assumed as to both principal and interest by the
government of the Dominion of Canada or by any province of
Canada or by any city of Canada which has a population of not
less than one hundred fifty thousand inhabitants, provided:

(a) That the faith and credit of the issuer, guarantor, or
assumer of such bonds, debentures, notes, or other obligations is
pledged for the payment of principal and interest thereof, and
that the principal and interest thereof shall be payable.in United
States funds, either unconditionally or at the option of the holder;

(b) That any such city has power to levy taxes on the taxa-
ble real property therein or to collect other revenues for the pay-
ment of both principal and interest of such bonds, debentures,
notes, or other obligations without limitation of rate or amount;

(¢) That the issuer, guarantor, or assumer of such bonds,
- debentures, notes, or other obligations has not within ten years
prior to the making of the investment defaulted in payment of
principal or interest of any debt evidenced by its bonds, deben-
tures, notes, or other obligations for more than ninety days;

(d) That such bonds, debentures, notes, or other obligations
are rated at the time of purchase within the three highest classifi-
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 classification.




(D) The following preferred and common stocks:

(1) Stocks, preferred or common, issued or guaranteed by a

corporation created or existing under the laws of the United States
or any state, district, or territory thereof, provided:

(a) That for a period of five fiscal years for which the neces-
sary statistical data are available next preceding the date of invest-
ment, such corporation as disclosed by its published fiscal annual
statements had an average annual net income plus its average
annual fixed charges (as herein used, “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 statements of ‘

parent and subsidiary corporations +£,which must be used if
available}, includes all fixed charges and preferred dividend re-
quirement, if any, of the subsidiaries) at least equal to one and

one-half times the sum of its average annual dividend requirement
for preferred stock and its average annual fixed charges for the .

same period; provided, during neither of the last two years of such
period shall the sum of its annual net income and its annual fixed
charges have been less than one and one-half times the sum of its
dividend requirements for preferred stock and its fixed charges for
the same period;

(b) That such corporation has no arrears of dividends on
its preferred stock;

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

(i) Such common stock is registered on a national securities
exchange as provided in the “Securities Exchange Act of 1934,”
48 Stat. 881, 15 U. S. C. 77b.

(ii) The preferred stock of such corporation, if any is out-
standing, qualifies for investment under this division (D).

(iii) 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 mortgages, bonds,
debentures, and funded debts, if any, after deduction of the proper
charges for replacements, depreciation, and obsolescence.

(iv) Such corporation paid a cash dividend on its common
stock in eachk AT LEAST THREE [sear] YEARS of the ten FIVE-
year period next preceding the date of investment and the aggre-
gate net earnings available for dividends on the common stock of

such corporation for the whole of such period were at least equal

to the amount of such dividends paid.

(d) That in applying the earnings test under this division
(D) 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 corporation
or corporations, or acquired the assets of any unincorporated
business enterprise by purchase or otherwise, net income, fixed
charges, and preferred dividends of the several predecessor or
constituent corporations or enterprises shall be consolidated and
adjusted so as to ascertain whether or not the applicable require-
ments of this section have been complied with;

(e) That the value of the total investment in common and
preferred stock does not exceed t-wen%y—f-we THIRTY-FIVE per cent
of the value of all funds described in section 742.38 of the Revised
Code, including such stock at cost.

(E) The following corporate obligations:
(1) Notes, bonds, debentures, conditional sales contracts,

equipment trust certificates, or other fixed obligations in any form

of any corporation which is incorporated under the laws of the
United States, or by any state thereof, or of the District of
Columbia, and said obligations are rated at the time of purchase
swwithin the three highest elassifications established by at least twe
standard rating serviees: or if not rated; are certified im writine by
ene or more sueh services to be of investment quality egquivalent to;
or higher than; the quality of bonds rated in the third highest invest-
ment ehassifieation PROVIDED: THAT FOR A PERIOD OF FIVE
FISCAL YEARS FOR WHICH THE NECESSARY STATISTI-
CAL DATA ARE AVAILABLE NEXT PRECEDING THE
DATE OF INVESTMENT, SUCH CORPORATION AS DIS-
CLOSED BY ITS PUBLISHED FISCAL ANNUAL STATE-
MENTS HAD AN AVERAGE ANNUAL NET INCOME PLUS
ITS AVERAGE ANNUAL FIXED CHARGES (AS HEREIN
USED, "FIXED CHARGES" MEANS INTEREST 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 MUST BE USED IF AVAILABLE, INCLUDES ALL
FIXED CHARGES AND PREFERRED DIVIDEND REQUIRE-
MENTS, IF ANY, OF THE SUBSIDIARIES) AT LEAST EQUI-

VALENT TO ONE AND ONE-HALF TIMES THE SUM OF ITS
AVERAGE ANNUAL DIVIDEND REQUIREMENT FOR PRE-
FERRED STOCK AND ITS AVERAGE ANNUAL FIXED
CHARGES FOR THE SAME PERIOD; PROVIDED, DURING
NEITHER OF THE LAST TWO YEARS OF SUCH PERIOD

SHALL THE SUM OF ITS ANNUAL NET INCOME AND ITS .
ANNUAL FIXED CHARGES HAVE BEEN LESS THAN ONE

AND ONE-HALF TIMES THE SUM OF ITS DIVIDEND RE-



QUIREMENTS FOR PREFERRED STOCK AND ITS FIXED
CHARGES FOR THE SAME PERIOD.

(F) The following insured shares, certificates, savings ac-
counts, 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 organized under
the laws of the state, which association has obtained insurance of
accounts as provided in sub-chapter IV of the “National Housing
Act,” 48 Stat. 1246 (1934), 12 U.S.C. 1701, and amendments there-
to, or as may be provided by law after October 13, 1955, only to
the extent that said evidences of deposits are insured under said
act and the amendments thereto, and in shares and certificates
and other evidences of deposits of a member of a deposit guaranty
association organized under the provisions of sections 1151.80 to
1151.92, inclusive, of the Revised Code;

(2) Shares AND CERTIFICATES OR OTHER EVI-
DENCES OF DEPOSITS issued by a federal savings and loan as-
sociation organized and incorporated under an act of congress en-
titled the “Home Owners’ Loan Act of 1933,” 48 Stat. 128, 12 U.S.C.
1461, and amendments thereto, to the extent and only to the extent
that said shares OR CERTIFICATES OR OTHER EVIDENCES OF
DEPOSITS are insured under sub-chapter IV of the ‘“National
Housing Act,” 48 Stat. 1246 (1934), 12 U.S.C. 1701, and the
amendments thereto;

(3) Savings accounts in a national bank located in this
state or a state 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 provisions
of an act of congress of the United States, entitled “Federal De-
posit Insurance Corporation Act of 1933,” 48 Stat. 162, 12 U.S.C.
264, and amendments thereto;

(4) Notes secured by mortgages insured by the federal hous-
ing commissioner, or his successor or assigns, or in debentures
issued by such commisgioner, which are guaranteed as to principal
and interest by the federal housing administration, an agency of
the United States government.

(G) Productive real estate within the state, provided that
such property shall not exceed twelve per cent of the total value
of all funds described in section 742.38 of the Revised Code.

(H) The following common stocks:

(1) The common stock of a bank which is a member of the
federal deposit insurance corporation and has capital funds, re-
presented by capital, surplus, and undivided profits, of at least
twenty million dollars;




—— -

(2) The common stock of a life insurance company which
has capital funds, represented by capital, special surplus funds,
and unassigned surplus, of at least fifty million dollars;

(3) The common stock of a fire or casulty insurance com-
pany, or a combination thereof, which has capital funds repre-
sented by capital, net surblus, and voluntary reserves, of at least
fifty million dollars.

All such bonds, notes, certificates, stocks, or other obligations
purchased by said board shall be delivered to the treasurer of
state, who is hereby designated as custodian thereof, and he shall
collect interest and dividends thereon as the same become due and
payable, and also the principal thereof, and place the same when so
collected into the disability and pension funds. The treasurer of
state shall honor and pay for such investments upon delivery of
same to him, or to his authorized agent, pursuant to receipt of a
resolution authorizing such purchase adopted or approved by the
board of trustees of the police and firemen’s disability and pension
fund. The board of trustees of the police and firemen’s disability
and pension fund may sell any securities held by it as trustee
upon adoption or approval of a resolution authorizing such sale,
and the treasurer of state shall deliver such securities to the pur-
chaser upon receipt of payment, or in accordance with accepted
investment procedure, and the amount received shall bhe placed
into the disability and pension funds.

(I) BONDS, NOTES, OR OTHER EVIDENCES OF IN-
DEBTEDNESS WHICH ARE SECURED BY FIRST MORTGAGES
UPON IMPROVED UNENCUMBERED REAL PROPERTY,
UPON CONDITION THAT:

(1) ONLY CORPORATIONS WHICH QUALIFY FOR IN-
VESTMENT UNDER DIVISION (E) OF THIS SECTION MAY
QUALIFY FOR SUCH MORTGAGE LOANS;

(2) NO SUCH MORTGAGE LOAN ACQUIRED ON ANY
ONE PROPERTY SHALL, AT THE TIME OF INVESTMENT
BY THE BOARD, EXCEED SEVENTY-FIVE PER CENT OF
THE VALUE OF REAL PROPERTY SECURING THE SAME,
AND SHALL PROVIDE FOR AMORTIZATION PAYMENTS TO
BE MADE BY THE BORROWER ON THE PRINCIPAL THERE-
OF AT LEAST QUARTERLY IN EACH YEAR IN AMOUNTS
SUFFICIENT TO COMPLETELY AMORTIZE THE LOAN WITH-
IN A PERIOD OF THIRTY YEARS;

(3) THE VALUE OF THE REAL PROPERTY SECUR-
ING SUCH MORTGAGE LOAN SHALL BE AS DETERMINED
BY AN APPRAISAL MADE BY A MEMBER OF THE AMERI-
CAN INSTITUTE OF APPRAISERS.

(J) THE POLICE AND FIREMEN’'S DISABILITY AND

&




PENSION BOARD MAY USE THE FUNDS CREATED BY SEC-

TION 74238 OF THE REVISED CODE TO PURCHASE '
VARIOUS FORMS OF COMMERCIAL PAPER ISSUED BY ANY
CORPORATION WHICH IS INCORPORATED UNDER THE
LAWS OF THE UNITED STATES, OR ANY STATE THEREOF, |

OR THE DISTRICT OF COLUMBIA; BANKER’S ACCEPT-
ANCES WHICH ARE ELIGIBLE FOR DISCOUNT AT ANY
FEDERAL RESERVE BANK; AND NEGOTIABLE TIME CER-

TIFICATES OF DEPOSIT ISSUED BY COMMERCIAL BANKS, .

.IF SUCH OBLIGATIONS MATURE WITHIN SIX MONTHS
FROM THE DATE OF PURCHASE.

(K) THE BOARD MAY LOAN OR INVEST NOT MORE

THAN THE AGGREGATE OF FIVE PER CENT OF THE .

VALUE OF ALL FUNDS DESCRIBED IN SECTION 742.38 OF

THE REVISED CODE, IN OBLIGATIONS NOT OTHERWISE !

PERMITTED UNDER THIS SECTION. IN THE EVENT AN
OBLIGATION IS DETERMINED TO BE QUALIFIED AS AN
INVESTMENT UNDER THIS SECTION, SUBSEQUENT TO BE-
ING INVESTED UNDER THE PROVISIONS OF THIS DIVI-
SION, THE BOARD MAY CONSIDER THE INVESTMENT AS
HELD UNDER THE APPLICABLE PROVISIONS OF DIVI-
SIONS (A) TO (J), INCLUSIVE, OF THIS SECTION AND
SUCH INVESTMENT SHALL NO LONGER BE CONSIDERED
AS HAVING BEEN MADE UNDER THIS DIVISION.

(L) ALL OF THE BOARD BUSINESS SHALL BE TRANS-
ACTED, ALL ITS FUNDS INVESTED, ALL WARRANTS FOR
MONEY DRAWN AND PAYMENTS MADE, AND ALL OF ITS
CASH AND SECURITIES AND OTHER PROPERTY SHALL
BE HELD IN THE NAME OF THE BOARD, OR IN THE NAME
OF ITS NOMINEE, PROVIDED THAT NOMINEES ARE AU-
THORIZED BY PENSION BOARD RESOLUTION SOLELY FOR
THE PURPOSE OF FACILITATING THE TRANSFER OF
SECURITIES, AND RESTRICTED TO MEMBERS OF THE
BOARD, THE SECRETARY, AND DESIGNATED MEMBERS
OF THE STAFF.




