State of South Dakota

NINETIETH SESSION

LEGISLATIVE ASSEMBLY, 2015
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400W0691
SENATE ENGROSSED NO. SB 191 - 021192015

Introduced by: The Committee on State Affairs at the request of the Office of the Governor

FOR AN ACT ENTITLED, An Act to revise certain provisions regarding capital outlay
certificates and |lease purchase agreements of school districts and the pledge of state aid to
education funds to secure such obligations.

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF SOUTH DAKOTA:
Section 1. That § 13-19-27 be amended to read as follows:

13-19-27. Any school district may enter into |ease-purchase agreements or other financing

arrangement with or issue capita outlay certificatesto that are secured by a pledge of state aid

to education funds in connection with a program sponsored by the Health and Educational

Facilities Authority for capital improvements, the acquisition of equipment, or improvement of

school facilitiesor other lawful purposethat the school board considersnecessary or appropriate

or as aresult of a consolidation or proposed consolidation of one school district with another

school district.

Section 2. That 8 13-19-29 be amended to read as follows:

13-19-29. If capital outlay certificates are issued to pursuant to the program authorized by

170 copies were printed on recycled paper by the South Dakota Insertions into existing statutes are indicated by underscores.
Legidative Research Council at a cost of $.098 per page. @ Deletions from existing statutes are indicated by overstrikes.



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

-2- SB 191

8§ 13-19-27 or section 4 of this Act, or a lease-purchase agreement, or other financing

arrangement is entered into with the Health and Educational Facilities Authority as authorized
by 8§ 13-13-39, 13-16-6.4, 13-16-7, 13-16-29, 13-19-27, and or 13-19-28, and aschool district

has pledged feundationprogramfundsorother state aid to education funds provided under Title

13 to secure its obligations under or pursuant to a lease, resolution, certificate, or other

arrangement wi

notyetparcHby-aschootdtstriet; and the authority determinesthat aschool district isdelinquent

in making any payments pursuant to alease, resolution, certificate or other arrangement, then

no cash recel ptsfromthe collection of any taxes, from fetndationprograrmarctor stateaid under
chapter 13-13 or from the collection of tuition charges may be expended for any purpose except
paying the amounts due tireler pursuant to thelease, resolution, certificate, or other arrangement
as specified by written notice by or on behalf of the Healthrand-Edueational-HFacHittesAtdthortty
authority pursuant to 8 13-13-39. In the such event-ef-afatttreto-pay-amotntstue the Health
and-Educatrona-FactittesAdthority, moneys from fedndationprogram-atehor state aid under
Title 13 shall first be applied to pay the amounts which-are-tiuebutnotyetparcHto the-adthority,;

any as shall be specified by the authority to the authority or any financial institution acting as

any paying agent or trustee actingrasatftductary on behalf of any holders of bonds, notes, |ease

purchase, capital outlay certificates, or other eertifteates obligationsin connection with any such

arrangement and any such holders. H-thts-appteationtstnsuffietent,cashrecetptsfrom-the

Section 3. That § 13-13-39 be amended to read as follows:

13-13-39. The Department of Education shall apportion the feundationprogram state aid

to education fundsto each eligible school district and shall preparesuch alist of apportionments
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to be posted publicly in electronic format.
The state auditor shall issue the warrant to each school district when the apportionment

voucher ispresented for thetotal amount of the fedrdatiorprogram state aid to education funds

each school district is to receive, subject to any reduction necessitated by the issuance of a

warrant-to notice from the heatth-and-edueattona-facttttes-adthority Health and Educational

Facilities Authority as provided betew in this section.

H Notwithstanding the provisions of § 13-13-74 or any other law, if the Bepartment-of

Edueatton department receives written notice from the Health—andEducationa+Factites

m authority that a school district is delinquent in

making any payment for any certificate, |lease, or other obligation required by agreement with

the authority in which the school district has pledged state aid to education funds or other

amounts under Title 13 by-aschootdistriet pursuant to alease, resolution, certificate, or other

arrangement with the authority

department shall deduct from amounts otherwise due to aschool district for theeurrent-moenth

antHthenexttwo-sdeeeeding-monthstneer the apportionment of feundation-program state aid

to education funds or other amounts under Title 13 an-ameount-saffierent the amount required

to pay rentals, bonds, notes, certificates, or other amountsthen due but unpaid anelthe. The state

auditor shall issueawarrant for thefull amount of the delinguency specified in the notice of the

authority or alesser amount as has been appropriated for the current fiscal year and not yet

distributed pursuant to 8§ 13-13-74. The amount s6 deducted shall be paid to the authority or any

financial institution designated by the authority acting as afteterary paying agent or trustee on

behalf of any holders of bonds, notes, |ease, certificates, or other obligations in connection
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therewith, all as specified by the authority. A record of the amount soptedged-as-sectrity-or

otherwtse-payabteto-the-atthortty deducted and a copy of the notice from the authority shall be

filed with the state auditor and department.

to the authority or afinancial institution designated pursuant to the procedures described in this

section shall be deducted from the remaining amount of state aid to education funds otherwise

payable to the school district under Title 13, thereby reducing the amount payable pursuant to

8§ 13-13-74. The amount payable to the authority and any financial institution pursuant to this

section in any fiscal year may not exceed the amount of state aid to education funds appropriated

and not yet paid to or for the benefit of a school district for the current fiscal year. No pledge

by a school district of fedndatiorprogram state aid to education funds or other amounts under

Title 13 for any other purpose may be permitted and if made is voidable at the election of the

Hesalth-and-Educationat-actittesAdthority authority.

Section 4. That 8 13-13-74 be amended to read as follows:

13-13-74. Except as provided in 88 13-19-29 and 13-13-39, payment from funds provided
in aid of the public schools in any school fiscal year shall be made in twelve monthly
installments on or about the thirtieth of each month. For the period July first to December
thirty-first, inclusive, the total of the six payments shall be one-haf of local need of current
school fiscal year lesslocal effort for the period July first to December thirty-first, inclusive. For
the period January first to Junethirtieth, inclusive, thetotal of the six payments shall be one-half
of local need of current school fiscal year less local effort for the period January first to June

thirtieth, inclusive. Any amounts paid to the Health and Educational Facilities Authority or a

financial institution designated pursuant to 8§ 13-13-39 shall be deducted from the amounts
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otherwise payablein afiscal year to aschool district under this section and the department shall

adjust the monthly installments to be paid to the school district for the remainder of the fisca

year.

Section 5. That chapter 1-16A be amended by adding thereto aNEW SECTION to read as
follows:

The authority is authorized to establish policies and procedures, in coordination with the
Bureau of Finance and Management, which shall facilitate the issuance by school districts of
capital outlay certificates, and the establishment of termsfor |ease purchase agreementsthat are
secured by a pledge of state aid to education funds as provided in 88 13-19-27 and 13-19-29.
The authority may enter into agreements with school districts, paying agents, trustees, and the
statetoimplement the provisionsof the program. Theauthority may provide other arrangements
and procedures for determining the minimum requirements and related terms and conditions
applicableto the pledge of state aid to education fundsand the applicabl e contractual provisions
for providing notice and implementing the pledge and payments consistent with 88 13-19-27,
13-19-29, and 13-13-39.

Section 6. That § 1-16A-76 be amended to read as follows:

1-16A-76. The authority, all school districts and other public bodies, and all officers or
departments of the state dealing with the state or the authority pursuant to 88 1-16A-19, 1-16A-
74 to 1-16A-76, inclusive, and 13-19-1.2 are not subject to the jurisdiction of the federal
bankruptcy courts or any successor thereof under the United States Constitution. Any contract,
agreement, or other arrangement entered into by any or all of the school districtsor other public
bodies, theauthority and any officersor departmentsof the state or the authority pursuant to this
Act or 88 1-16A-74.1, 1-16A-19, 1-16A-74 to 1-16A-76, inclusive, or 13-19-1.2, or in

anticipation of or for the securing of the issuance of tax anticipation notes by any or all of the
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school districts, the issuance or agreement to issue warrants or general obligation refunding
bondsby any or all of the school districts, the agreement by the authority and the school district
or any officers or department of the state to purchase any or al of such notes, warrants, or
genera obligation refunding bonds or any related or similar agreement for the benefit of
investors or any other third party or parties shall be valid, binding and enforceable when made
inwriting duly signed by the appropriate officers. All such agreements and other arrangements
are not subject to disavowal, disaffirmance, cancellation, or avoidance by reason of insolvency
of any party, lack of consideration or any other fact, occurrence or rule of law.

Section 7. That chapter 1-16A be amended by adding thereto aNEW SECTION to read as
follows:

No capital outlay certificate issued or lease purchase agreement entered into as part of a
program sponsored by the authority or secured by a pledge of state aid to education funds may
beor becomealien, charge, or liability against the state or the authority, nor against the property
or funds of the state or the authority within the meaning of the Constitution or laws of South
Dakota

Section 8. That chapter 1-16A be amended by adding thereto aNEW SECTION to read as
follows:

The state pledges to and agrees with the holders of capital outlay certificates issued or any
lease purchase agreement as part of a program sponsored by the Health and Educational
Facilities Authority or secured by apledge of state aid to education fundsthat the state will not
limit or alter the pledge of state aid to education fundsor the provision of thissection governing
the pledge or the terms provided in 88 13-19-27, 13-19-29, and 13-13-39, inclusive, so asto
impair the terms of any contract made by the school district, the state, or the authority. The

school district, state, or authority may not impair the rightsand remedies of the holdersuntil the
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capital outlay certificates or |ease purchase obligation, together with interest on the certificates
and obligations and all costs and expenses in connection with any action or proceedings by or
on behalf of the holders are fully met or discharged. In addition, the state pledgesto and agrees
with the holders that the state may not limit or ater the basis on which state aid to education
funds pledged under the authority of any provision of this Act areto be paid to the authority or
any financial institution designated by the authority so astoimpair thetermsof the contract. The
school district and authority may includethe pledges and agreements of the state in any contract
with the holders of capital outlay certificates issued or any lease purchase obligation secured
pursuant to 88 13-19-27, 13-19-29, and 13-13-39, inclusive, or otherwise secured by a pledge

of state aid to education funds.



