AN ACT

ENTITLED, AnActtorevisecertain provisionsrelated to theinvestment of permanent school funds

and to declare an emergency.

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF SOUTH DAKOTA:

Section 1. That chapter 5-10 be amended by adding thereto aNEW SECTION to read asfollows:

In adjusting the principal of the common school permanent fund and other educational and

charitable funds by the rate of inflation pursuant to Article V111, Section 3 of the South Dakota

Congtitution, the state investment council shall proceed as follows:

(1)

(2)

3)

(4)

The inflation adjustment period is the fiscal year, beginning July first and ending June
thirtieth. Thefirst inflation adjustment period begins on November 15, 2000, and ends on
June 30, 2001. The principal shall be credited each year for the inflation adjustment at the
time of the common school apportionment beginning in 2002;

Therate of inflation isbased on the consumer priceindex prepared by the Bureau of Labor
Statistics of the United States Department of Labor;

The principal balance in each permanent school and other educational and charitable fund
asof November 15, 2000, adjusted by amounts as provided by law, isthe principal balance
to be increased by the rate of inflation; and

Theinflation adjustment requirement shall be met using realized net capital gains. If these
are not sufficient, the interest, dividends, and other income shall be used. Any excess
realized net capital gains shall be carried forward for the following year's inflation

adjustment.

Section 2. That § 4-5-26 be amended to read as follows:

4-5-26. Money made available for investment may be invested in the following classes of

securities and investments and, except as provided by § 3-12-117, chapter 3-13, the South Dakota
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Cement Plant retirement fund, and the permanent school and other educational and charitable funds,

not otherwise:

(1) Direct and indirect obligations of the United States government;

(2) Agencies and instrumentalities of the United States government;

(3) Direct obligations of the State of South Dakota and any of its political subdivisions;

(4) Obligations consisting of notes, bonds, debentures, and certificates which are direct
obligations of a solvent corporation or trust existing under the laws of the United States
or any state thereof, provided that such investments shall be rated in the four highest
classifications established by at least two standard rating services,

(5) Savings accounts, share accounts, certificates of deposit of banks, savings and loan

associations, building and loan associations and bankers acceptances.

Section 3. That § 4-8-10 be amended to read as follows:

4-8-10. The commissioner of school and public lands, after any adjustmentsthat have been made

pursuant to section 1 of this Act, shall apportion the funds arising frominterest, dividends, and other

income on invested funds derived fromthe sale of public lands apportioned to the educational, pendl,

and charitable institutions of the state, or from leases on such lands.

Section 4. That 8 5-10-1.1 be amended to read as follows:

5-10-1.1. There is hereby created in the state treasury a fund called the Board of Regents

endowed institution interest and income fund to be administered by the commissioner of school and

public lands. Any investments of money in the fund shall be made by the State Investment Council.

No alocations or expenditures may be made from the fund except as provided in § 5-10-1.2. The

fund shall be declared a participating fund and it shall be credited for all interest, dividends, and other

income earned on fund balances, in accordance with the provisions of section 1 of this Act.

Section 5. That § 5-10-6 be amended to read as follows:
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5-10-6. The commissioner of school and public lands, after any adjustmentsthat have been made
pursuant to section 1 of this Act, shall make a division and apportionment of all funds derived from
theleasing of school and public lands, frominterest, dividends, and other income on all invested funds
derived from the sale of school and public lands, and from interest, dividends, and other income on
invested funds derived from the five percent paid to the state by the United States on sales of public
landswithinthe state, such apportionment to be made among the counties, and the educational, penal,
and charitable institutions, as provided by law.

Section 6. That § 5-10-18 be amended to read as follows:

5-10-18. The moneys of the common school permanent fund and other educational funds shall
be invested by the State Investment Council, in accordance with the provisions of § 4-5-27.

Section 7. That 8§ 5-10-18.1 be repealed.

Section 8. That 8 5-10-18.2 be repealed.

Section 9. That § 13-13-1 be amended to read as follows:

13-13-1. Thecommissioner of school and publiclands, after any adjustmentsthat have been made
pursuant to section 1 of thisAct, shall apportion the school funds as follows: the commissioner shall
ascertain from the divison of education the total number of resident pupils in average daily
membership in al schools in each school district and the total number of pupils in average daily
membership in al schoolsin the state, and on that basis of the school population, the commissioner
shall apportion to each school district, pro rata, such share, as its population of resident pupils in
average daily membership in schools within the school district's boundaries and resident pupils
attending private schools, bears to the number of pupils in average daily membership in al schools
in the state. The funds to be apportioned include funds derived from the lease of school lands, the
lease of public lands not apportioned to any educational, penal, or charitable institution, theinterest,

dividends, and other income on invested funds derived from the sale of school lands and public lands
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not apportioned to any such institution, and the interest, dividends, and other income on invested
funds derived from the five percent paid by the United States on sale of public lands within the state.

Section 10. Whereas, thisAct isnecessary for the support of the state government and itsexisting
public institutions, an emergency is hereby declared to exist, and this Act shall be in full force and

effect from and after its passage and approval.
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