State of South Dakota

NINETY-FIRST SESSION
LEGISLATIVE ASSEMBLY, 2016

400X 0606
House ENGROSSED NO. SB 131 -o3/08/2016

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

1 FORANACTENTITLED, AnActto establish atarget teacher salary and atarget teacher ratio,
2 to revise certain provisions regarding education funding, to create the School Finance
3 Accountability Board, and to provide for certain school district reporting and penalties.

4 BEIT ENACTED BY THE LEGISLATURE OF THE STATE OF SOUTH DAKOTA:

5 Section 1. That § 13-10-6 be repealed.
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Section 2. Section 1 of this Act is effective on January 1, 2017.

Section 3. That § 13-11-3 be amended to read:

13-11-3. The school district shall report the amount budgeted to the county auditor before
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-3- SB 131

October first on forms prescribed by the county auditor. The county auditor shall spread alevy
in dollarsand cents over the taxable property of the school district sufficient to raise the money
requested by the school district subject to the legal dollars and cents limitations on any of the
fundsas provided by law. For the general fund; and special education fund;-eapttat-ettray-funek;
ana-penstorfand, the school district may report the levy in dollars or dollars per one thousand
dollars of taxable valuation.

Section 4. That § 13-13-10.1 be amended to read:

13-13-10.1. FermsusecHrrthischaptermean The education funding terms and procedures

referenced in this chapter are defined as follows:

(1A) Nonresident students who are in the care and custody of the Department of Social
Services, the Unified Judicial System, the Department of Corrections, or other state
agencies and are attending a public school may be included in the average-datty

membership fall enrollment of the receiving district when enrolled in the receiving
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-4- SB 131

(2A) "Fall enrollment,” thenumber of kindergarten through twelfth grade studentsenrolled
in all schools operated by the school district on the last Friday of September of the
current school year minus the number of students for whom the district receives
tuition, except nonresident studentswho arein the care and custody of astate agency
and are attending a public school and students for whom tuition is being paid
pursuant to 8 13-28-42.1, plus the number of students for whom the district pays
tuition. When computing state aid to education for aschool district pursuant to 8 13-
13-73, the secretary of the Department of Education shall use etther the school

district'sfall enrollmente

(2C)
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-5- SB 131

programtsoperatec-by-the-schoot-district " Target teacher ratio factor,” is:

(@  For school districts with afall enrollment of two hundred or less, the target

teacher ratio factor is 12;

(b) Fordistrictswith afall enrollment of greater than two hundred, but less than

six hundred, the target teacher ratio factor is calculated as follows:

(1) Multiplying the fall enrollment by .00750;

(2) Adding 10.50 to the product of subsection (b)(1);

() Fordistrictswith afall enrollment of six hundred or greater, thetarget teacher

ratio factor is 15.

Thefall enrollment used for the determination of the target teacher ratio for aschool

district may not include any studentsresiding in aresidential treatment facility when

the education program is operated by the school district;

(2D) "Limited English proficiency (LEP) adjustment,” is calcul ated asfeHows:

—fa—Muttipty by multiplying 0.25 times the-per-stutent-aHocation;-and

the number of
kindergarten through twelfth grade students who, in the prior school year,
scored below level four on the state-administered language proficiency
assessment asrequired in the state's consolidated state application pursuant to
20 USC § 6311(b)(7) as of January 1, 2013;

(3 "Indexfactor," istheannual percentage changeintheconsumer priceindex for urban

wage earners and clerical workers as computed by the Bureau of Labor Statistics of
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the United States Department of Labor for the year before the year immediately

preceding the year of adjustment or three percent, whichever isless;

(4)
aHoeattonthcreasedby thethdextactor " Target teacher salary," for school fiscal year
2017 is $48,500. Each school fiscal year thereafter, the target teacher salary is the
previous fiscal year's target teacher salary increased by the index factor;

(4A) "Target teacher benefits” is the target teacher salary multiplied by twenty-nine

ercent;

(4B) "Target teacher compensation,” is the sum of the target teacher salary and the target
teacher benefits,

(4C) "Overhead rate" isthirty-one percent.
Beginning in school fiscal year 2018, the overhead rate shall be adjusted to takeinto
account the sum of the amountsthat districts exceed the other revenue base amount;

(5) "Local need," isthesumof calculated as follows:

@ oHment Divide the fall
(b)
and If applicable, divide Limited English proficiency (LEP) adjustment
pursuant to subdivision (2D) by the target teacher ratio factor;
()

subdivision(2B);,+f-appheablte Add the results of subsections (a) and (b);

(d)  Multiply the result of subsection (c) by the target teacher compensation;

(e) Multiply the product of subsection (d) by the overhead rate;
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(f)  Add the products of subsections (d) and (e);

e

When calculating local need at the statewide level, include the amounts set
aside for costs related to technology in schools and statewide student
assessments; and

te)(h) When calculating local need at the statewide level, include the amounts set

aside for sparse school district benefits, calculated pursuant to 88 13-13-78

and 13-13-79;
(5A) "Alternative per student need," is calculated as follows:

(@ Add the total need for each school district for school fiscal year 2016,
including the small school adjustment and the limited English proficiency
adjustment, to the lesser of the amount of funds apportioned to each school
district in the year preceding the most recently completed school fiscal year or
school fiscal year 2015 pursuant to 88 13-13-4, 23A-27-25, 10-33-24,
10-36-10, 11-7-73, 10-35-21, and 10-43-77;

(b) Dividetheresult of (a) by the September 2015 fall enrollment, excluding any
adjustments based on prior year student counts;

(5B) "Alternative local need," is the alternative per student need multiplied by the fall
enrollment, excluding any adjustments based on prior year student counts;
(6) "Local effort,” the amount of ad valorem taxes generated in a school fiscal year by

applying the levies established pursuant to § 10-12-42. Beginning on July 1, 2017,

local effort will includethe amount of funds apportioned to each school districtinthe

vear preceding the most recently completed school fiscal year pursuant to

88 10-33-24, 10-35-21 as provided by subdivision (6B), 10-36-10, 10-43-77,

11-7-73, 13-13-4, and 23A-27-25 and that exceeds the other revenue base amount.
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For the period July 1, 2016, through December 31, 2016, inclusive, local effort

includesthe amount of ad val orem taxes generated by applying the levies established

pursuant to § 13-10-6 during this period;

"Other revenue base amount," for school districts not utilizing the alternative local

need calculation is the amount of funds apportioned to each school district pursuant

to 88 10-33-24, 10-35-21 as provided by subdivision (6B), 10-36-10, 10-43-77,

11-7-73, 13-13-4, and 23A-27-25 calculated as follows:

(a8 Beginning on July 1, 2017, equals the greatest of the amounts of the funds

apportioned to each school district pursuant to 88 10-33-24, 10-35-21 as

provided by subdivision (6B), 10-36-10, 10-43-77, 11-7-73, 13-13-4, and

23A-27-25 for school fiscal years 2013, 2014, and 2015

(b) Beginning on July 1, 2018, multiply eighty percent times subsection (a);
(c) Beginning on July 1, 2019, multiply sixty percent times subsection (a);
(d) Beginning on July 1, 2020, multiply forty percent times subsection (a);
(e) Beginning on July 1, 2021, multiply twenty percent times subsection (a);
(f)  Beginning on July 1, 2022, is zero.

For schooal districts utilizing the alternative local need cal cul ation, the other revenue

base amount is zero until such timethe school district choosesto nolonger utilizethe

dternative local need calculation. At that time, the other revenue base amount is

calculated as defined above.

For aschool district created or reorganized after July 1, 2016, the other revenue base

amount is the sum of the other revenue base amount for each district before

reorganization, and the new school district may not utilize the alternative local need

calculation.
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In the case of the dissolution and annexation of a district, the other revenue base

amount of the dissolved school district will be prorated based on the total number of

studentsin thefall enrollment asdefined in subdivision (2A) who attend each district

to which area of the dissolved district were annexed to in the first year of

reorganization. The amount apportioned for each district will be added to the

annexed districts other revenue base;

Wind energy tax revenue," any wind energy tax revenue apportioned to school

districts pursuant to § 10-35-21 from awind farm producing power for thefirst time

before July 1, 2016, shall be considered local effort pursuant to subdivision (6) and

other revenue base amount pursuant to subdivision (6A). However, any wind enerqy

tax revenue apportioned to a school district from awind farm producing power for

thefirst timeafter June 30, 2016, one hundred percent shall be retained by the school

district to which the tax revenue is apportioned for the first five years of producing

power, eighty percent for the sixth year, sixty percent for the seventh year, forty

percent for the eighth year, twenty percent for the ninth year, and zero percent

thereafter;
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"Per student

equivalent," for funding calculations that are determined on a per student basis, the

per student equivalent is calcul ated as follows:

(@) Multiply the target teacher compensation times the sum of one plus the

overhead rate;

(b) Divide subsection (a) by 15;

"Monthly cash balance," the total amount of money for each month in the school

district'sgeneral fund, calculated by adding all deposits made during the monthto the

beginning cash balance and deducting all disbursements or payments made during

the month;

"General fund base percentage,” is determined as follows:

(@ Forty percent for a school district with a fall enrollment as defined in

subdivision (2A) of two hundred or less;

(b) Thirty percent for a school district with fall enrollment as defined in

subdivision (2A) of more than two hundred but less than six hundred; and

(©) Twenty-five percent for a school district with fall enrollment as defined in

subdivision (2A) greater than or equal to six hundred.

When determining the general fund base percentage, the secretary of the Department

of Education shall usethe lesser of the school district'sfall enrollment asdefined in

subdivision (2A) for the current school year or the school district's fall enrollment

from the previous two years;

"Allowable general fund cash balance," the general fund base percentage multiplied

by the district's general fund expenditures in the previous school year.

Section 5. That § 13-13-10.4 be amended to read:
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13-13-10.4. For the purposes of subelivtstons13-13-10-H1)ant-13-13-16-HtA)apupt-or

8 13-13-10.1, astudent is enrolled if:

(1)

)

©)

(4)

The pupt-or student is | ess than twenty-one years of age on the first day of July or
meets the requirements of § 13-28-5 and 13-28-6; and

Theptpt-or student has not completed an approved program or graduated from high
school; and

Thepupt'soer student's parent or guardian resides within the school district, or inthe
case of an emancipated minor the ptpttor student resides within the district or the
pupt-or student has been properly assigned to the district or has been approved to
attend school in the district under the terms of the enrollment options program
established in § 13-28-40; and

The pupt-or student is not simultaneously enrolled in any other school district and
has not been excused from school attendance under the terms of § 13-27-1.1 or 13-

27-2.

Section 6. That § 13-13-10.5 be amended to read:

13-13-10.5. For purposes of stateaid to education, astudent enrolled pursuant to § 13-28-41

or 13-28-51 shall be counted in aschool's average-taty-membership fal| enrollment as defined

in subdtviston13-13-16-1(1) 8 13-13-10.1 in a proportion equal to the share of the student's

enrollment in the school.

Section 7. That § 13-13-72 be amended to read:

13-13-72. It isthe policy of the Legislature that the appropriation for state aid to education

increase on an annual basis by the percentage increase in local need on an aggregate statewide

basis so that the relative proportion of local need paid by local effort and state aid shall remain
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by-thestate-aneHshotatactorinthispetiey: For school fiscal years 2017 to 2022, inclusive, the

proportion of local need paid by local effort and state aid shall be adjusted annually to maintain

the proportion between state aid and local property taxes and to reflect adjustments in local

effort due to the implementation of the other revenue base amount as defined in 8 13-13-10.1.

Section 8. That § 13-13-72.1 be amended to read:

13-13-72.1. Any adjustmentsin the levies specified in § 10-12-42 made pursuant to 88 13-
13-71 and 13-13-72 shall be based on maintaining the relationship between statewide local
effort as a percentage of statewide local need in the fiscal year succeeding the fiscal year in

which the adjustment is made. For school fiscal years 2017 to 2022, inclusive, the proportion

of local need paid by local effort and state aid shall be adjusted annually to reflect adjustments

in local effort due to the implementation of the other revenue base amount as defined in

§13-13-10.1. However, if thelevies specifiedin

§810-12-42 arenot adjusted to maintai n thisrel ationshi p, the perstudentaHocatton target teacher
salary as defined in 8§ 13-13-16-31(4) 13-13-10.1 shall be reduced to maintain the relationship

between statewide local effort as a percentage of statewide local need. Any-aditstment-to-the
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Section 9. That § 13-13-73 be amended to read:

13-13-73. Nolater than July 1, 2016, aschool district shall notify the secretary of education

in writing as to whether the school district's state aid is to be calculated using the alternative

local need calculation. If a school district chooses the alternative local need calculation, the

school district shall notify the secretary in writing no later than July first of each subsequent

fiscal year asto whether to continue to use the alternative local need calculation for that fiscal

year. If aschool district chooses not to use the alternative local need calculation, the school

district may not use that calculation in any subsequent school year. The secretary of the

Department of Education shall compute state aid to education for each school district according

to the following calculations:

(1) DBetermineeachschootdistrict'stat-enrettment;
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—3)—State For school districts not utilizing the alternativelocal need calculation, state aid

is {a} local need as defined in 8§ 13-13-10.1 minus loca effort, or {by zero if the

calculation ta(&a} is a negative number;

#4)(2) For school districts utilizing the alternative local need calculation, state aid is the

dternative local need as defined in subdivision 13-13-10.1(5B) minus local effort,

or zero if the calculation is a negative number;

(3) If the state aid appropriation for the general support of education isin excess of the
entitlement provided for in this section and the entitlement provided for in 8§ 13-13-
85, the excess shall be used to fund any shortfall of the appropriation as provided for
in 8 13-37-36.3. The secretary shall report to the Governor by January seventh of
each year, the amount of state aid necessary to fully fund the general aid formulain
the current year. If a shortfall in the state aid appropriation for general education
exists that cannot be covered by § 13-37-45, the Governor shall inform the
Legidature and provide a proposal to eliminate the shortfall.

Section 10. That § 13-13-79 be amended to read:

13-13-79. At the sametimethat state aid isdistributed to school districts pursuant to 88 13-
13-10.1 to 13-13-41, inclusive, the secretary of the Department of Education shall distribute
fundsto sparse school districts by multiplying the result of the calculation in either subdivision
13-13-78(2) or subdivision 13-13-78(3) by seventy-five percent of the per student aHecation
equivalent asdefinedin 8 13-13-10.1. However, no sparse school district may receiveasparsity

benefit trrany-year that exceeds one hundred ten thousand dollars in any fiscal year.

Section 11. That § 13-13-82 be amended to read:

13-13-82. An €ligible school district shall receive an amount equal to the per student

aHoeeation equivalent as defined in subeiviston-13-13-10-14) 8 13-13-10.1 multiplied by the
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number of eligible students included in its fall enrollment as defined in subdivistor13-13-
10-42A) § 13-13-10.1.

Section 12. That § 13-13-87 be amended to read:

13-13-87. A school district providing educationfor childrenin aresidential treatment center
or intensive residential treatment center shall receive an amount equal to the current year's per
student atteeation equivalent as defined in subetivision-13-13-16-14) § 13-13-10.1 multiplied
by the average daily membership, in the prior school year, for residentially-placed students
attending each residential treatment center or intensive residential treatment center for whom
tuitionis paid by another school district pursuant to 8 13-28-11. This section appliesonly to an
educational program provided through a school district.

Section 13. That § 13-16-7 be amended to read:

13-16-7. The school board of any school district of this state may at its discretion authorize
an annual levy of atax not to exceed three dollars per thousand dollars of taxable valuation on
the taxable valuation of the district for the capital outlay fund for assets asdefined by § 13-16-6
or for its obligations under aresol ution, |ease-purchase agreement, capital outlay certificate, or
other arrangement with the Heath and Educational Facilities Authority. Taxes collected
pursuant to such levy may be irrevocably pledged by the school board to the payment of
principal of and interest on installment purchase contracts or capital outlay certificates entered
into or issued pursuant to 8§ 13-16-6 or 13-16-6.2 or lease-purchase agreements or other
arrangement with the Health and Educational Facilities Authority and, so long as any capital
outlay certificatesare outstanding, install ment agreement payments, | ease-purchase agreements,
or other arrangements are unpaid, the school board of any district may be compelled by
mandamus or other appropriate remedy to levy an annual tax sufficient to pay principal and

interest thereon, but not to exceed the three dollars per thousand dollars of taxable valuationin
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any year authorized to be levied hereby.

Fortaxespayabten-2012,-2013,-2014,-and- 2615, the The total amount of revenue payable

fromthelevy provided in this section may not increase annually by morethan the lesser of three
percent or theindex factor, asdefined in 8§ 10-13-38, over the maximum amount of revenuethat
could have been generated fer from the taxes payabl e in 2616-ptusany-tndsecHndexfactorfrom
the-prevtous-years 2016. After applying the index factor, a school district may increase the
revenue payable from taxes on real property above the limitations provided by this section by

the percentage increase of value resulting from any improvements or change in use of real



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

-17- SB 131

property, annexation, minor boundary changes, and any adjustmentsin taxation of real property
separately classified and subject to statutory adjustments and reductions under chapters 10-4,
10-6, 10-6A, and 10-6B, except § 10-6-31.4, only if assessed the same as property of equal
value. A school district may increase the revenue it receives from taxes on real property above
thelimit provided by this section for taxes levied to pay the principal, interest, and redemption
charges on any bondsissued after January 1, 2009, which are subject to referendum, scheduled
payment increases on bonds and for alevy directed by the order of a court for the purpose of
paying ajudgment against such school district. Any school district created or reorganized after
January 1, 2669 2016, isexempt from the limitation provided by this section for aperiod of two

years immediately following its creation.

- In no year may

the annual tax levy provided in this section exceed three dollars per thousand dollars of taxable

valuation of the school district for the current year.

Starting with taxes payable in 2021, a school district is limited to the maximum taxes

allowed pursuant to this section or two thousand ei ght hundred dollarsfor each enrolled student

asdetermined inthefall enrollment count set forthin § 13-13-10.1, whichever isless. For 2022

and subsequent years, the maximum amount for each enrolled student shall increase by the

lesser of three percent or the index factor, as defined in § 10-13-38. The maximum amount for

each enrolled student does not apply to any school district that has irrevocably pledged taxes

collected to the payment of principal and interest on installment purchase contracts or capital

outlay certificates entered into or issued pursuant to § 13-16-6 or 13-16-6.2 or lease-purchase

agreements or other arrangement with the Health and Educational Facilities Authority, if the

obligation was entered into before July 1, 2016, and the limitation would cause the school
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district to default on its obligation if limited pursuant to this section.

Section 14. That § 13-16-7.1 be repealed.

Section 15. That § 13-16-6 be amended to read:

13-16-6. The capital outlay fund of the school district is afund provided by law to meet
expenditures which result in the acquisition or lease of or additions to real property, plant, or
eguipment. Such an expenditure shall be for land, existing facilities, improvement of grounds,
construction of facilities, additions to facilities, remodeling of facilities, or for the purchase or
lease of equipment. It may also be used for installment or lease-purchase payments for the
purchase of real property, plant, or equipment, which have a contracted terminal date not
exceeding twenty years from the date of the installment contract or |ease-purchase and for the
payment of theprincipal of and interest on capital outlay certificatesissued pursuant to § 13-16-
6.2.

Any purchase of one thousand dollars or less may be paid out of the general fund. Thetotal
accumulated unpaid principal balancesof suchinstallment contractsand |ease-purchaseand the
outstanding principal amounts of such capital outlay certificates may not exceed three percent
of the taxable valuation. The school district shall provide a sufficient levy each year under the
provisions of § 13-16-7 to meet the annual installment contract, |ease-purchase, and capital

outlay certificate payments, including interest.
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A school district which contracts its student transportation may expend from the capital
outlay fund an amount not to exceed fifteen percent of the contract amount. In addition, aschool
district which reimbursesfor mileageinstead of providing transportation pursuant to 8 13-30-3,
may use the capital outlay fund to pay for fifteen percent of its mileage reimbursement costs.

The capital outlay fund may be used to purchase textbooks and instructional software.

The capital outlay fund may be used to purchase warranties on capital assets if the

warranties do not include supplies.

eapttal-outtay fundfortheseexpensestmay to itsgeneral fund an amount not to exceed forty-five

percent of thetotal tax revenues deposited in that fund during the current school fiscal year;-and

Section 16. That § 13-16-26 be amended to read:

13-16-26. All or any part of asurplus of any school district fund, except the capital outlay
fund provided by 88 13-16-6 to 13-16-9, inclusive, and the special education fund provided by
8 13-37-16 may be transferred to any other school district fund. Only a school district with a

plan for reorgani zation that has been approved by the voters pursuant to 8§ 13-6-47 after July 1,
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2007 may transfer within twelve monthsbeforethe effective date of thereorganizationall or any
part of asurplusinthe capital outlay fund to the general fund. Any unused portion of money that
has been transferred into the special education fund may be transferred from the special
education fund within the current fiscal year to thefund fromwhichit originated. All or any part
of any school district fund may be loaned to any other school district fund for a term not to
exceed twenty-four months.

Therestriction on atransfer from the capital outlay fund in this section doesnot apply to any

transfer from the capital outlay fund to the general fund as authorized in § 13-16-6.

Section 17. That § 13-28-11 be amended to read:

13-28-11. If achild isresiding in aresidential treatment center or an intensive residential
treatment center which provides care for children who are not living with their parents or
guardian, the school residence of the child is the school district where the parents or guardian
reside, subject to the provisions of § 13-28-9.

The school district where aresidential treatment center or intensive residential treatment
center islocated isresponsiblefor providing an educational programfor thechildrenwhoreside
in the residential treatment center or intensive residential treatment center. Tuition for achild
enrolled inapublic school districtistheresponsibility of the school district wherethe child was
enrolled at the time of placement in the residential treatment center or intensive residential
treatment center. The amount of tuition paid by that school district for any child placed in a
residential treatment center or intensive residential treatment center who is not eligible for
special education services at the time of placement shall be calculated as follows:

(1) Dividethecurrent per student aleeation equivalent as defined in subdivisror13-13-

16-1(4) § 13-13-10.1 by one hundred seventy-five; and

(20 Multiply the result obtained in subdivision (1) by the number of days the child is
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placed.

This section appliesonly to aresidential treatment center or intensive residential treatment
center that provided an educational program through a school district in the 2013-2014 school
year or that initiates an educational program through a school district in a subsequent school
year. This section does not apply to any placement by the Unified Judicial System, the
Department of Corrections, the Department of Social Services, or any entity approved by the
Department of Social Services, including afoster home.

Section 18. That § 13-28-19.1 be amended to read:

13-28-19.1. If aschool district that was contracting pursuant to § 13-15-11, dissolves and
isannexed to another school district priortoe before July 1, 2010, the school board for the school
district to which the former contracting school district is annexed shall, for the current school
year and for each school year thereafter, assign the studentswho residein land areathat was part
of theformer contracting district to the school that wasreceiving the students under the contract.
The rate of tuition paid per year to the receiving school district may not be less than the per
student aHeeation equivalent as defined in 8 13-13-10.1 for that school fiscal year. In addition,
the school district to which the former contracting school district is annexed may compensate
thereceiving school district for all or any portion of the transportation or other costs associated
with the students attending school in the receiving school district. If the parent or guardian of
a student assigned to a school district in abordering state pursuant to this section disapproves
of the student's assignment, the school board shall assign that student to an attendance center
within the district. However, notwithstanding any other provision of law, the school district is
not required to provide transportation to that student.

Section 19. That § 13-28A-2.1 be amended to read:

13-28A-2.1. Any agreement to allow the regulation of tuition paid between South Dakota
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school districtsand abordering state's school districts entered into pursuant to this chapter shall
specify the tuition rate to be paid by all local school districts on behalf of students enrolled in
the school district of a bordering state. However, no tuition regulation program agreement
established pursuant to 8 13-28A-1 may specify arate of tuition that isgreater than one hundred
ten percent of the per student aHoeeation equiva ent asdefined i n subeivtstor13-13-10-14) 8 13-

Section 20. That § 13-28A-14 be amended to read:

13-28A-14. If the rate of tuition specified in a tuition regulation program agreement
established pursuant to § 13-28A-1 is greater than the per student aHoeeation equivalent as
defined in sabdivistor13-13-16-1(4) 8 13-13-10.1, any South Dakota school district that pays
tuition to a bordering state school district in accordance with that agreement is entitled to the
difference between the rate of tuition and the per student aHecatien equivalent for each student
for whom tuition is paid.

If therateof tuition specifiedin atuition regul ation program agreement established pursuant
to 8 13-28A-1islessthan the per student aHecation equival ent, any South Dakotaschool district
that receives tuition from abordering state school district in accordance with that agreement is
entitled to the difference between the per student ateeation equival ent and therate of tuition for
each student for whom tuition is received.

The entitlements created in this section shall be paid out of money appropriated in the
genera appropriations act for state aid to education.

Section 21. That § 13-55-49 be amended to read:

13-55-49. The amount of the scholarship shall be eatettated-asfeHows:
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for thefirst year of attendance.

One half of the award shall be paid to an approved institution on behalf of any eligible
student there enrolled at the beginning of the fall semester, and the other half shall be paid in
the same manner at the beginning of the spring semester. A student mtist shall be enrolled full-
time during the spring semester in order to receive the second installment.

Section 22. That the code be amended by adding a NEW SECTION to read:

Thereis hereby created the Teacher Compensation Review Board within the Department
of Education. The board shall review teacher compensation, including comparable wage
indexes, in surrounding states at the completion of every three school years. The board will
report its findings to the Governor and the Legislature no later than September 30, 2018, and
by September thirtieth in every third year thereafter.

The initial appointment of the members to the board shall be made no later than March 1,
2018. The members shall serve aterm of three years.

The board shall consist of nine members to be appointed as follows:

(1) Three members of the South Dakota Senate appointed by the president pro tempore

of the Senate, no more than two of whom may be from the same political party;

(2) Three members of the South Dakota House of Representatives appointed by the
speaker of the House of Representatives, no morethan two of whom may befromthe
same political party; and

(3  Three members appointed by the Governor.

Section 23. That the code be amended by adding a NEW SECTION to read:
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Thereishereby created the School Finance Accountability Board within the Department of
Education. The board shall consist of five members appointed by the Governor. The members
shall serve aterm of four years.

The board may recommend that the provisions of section 24 of this Act be waived for a
school district if the district can demonstrate that its lowest monthly general cash fund cash
balance percentage is the result of special circumstances.

The board may recommend that a penalty against a school district imposed under section
27 of this Act be waived, in whole or in part, if the district can demonstrate that its failure to
comply with section 27 of this Act is due to special circumstances.

The School Finance Accountability Board shall promulgate rules pursuant to chapter 1-26
to establish the appeals process provided for in section 27 of this Act, and to establish the
factors that may be considered in considering a waiver requested by a school district, which
shall include the impact of retirements.

Any walvers of sections 24 or 27 of this Act recommended by the School Finance
Accountability Board must be approved by the Joint Committee on Appropriations or the
Interim Committee on Appropriations. The Department of Education shall annually report to
the Governor and the Legislature the information collected pursuant to § 13-8-47 and section
27 of thisAct.

Section 24. That the code be amended by adding a NEW SECTION to read:

Beginning on July 1, 2018, a school district's state aid for general education as calculated
pursuant to 8 13-13-73 shall be reduced by subtracting the allowable general fund cash balance
from the lowest general fund monthly cash balance. If theresult islessthan zero, the reduction
equals zero.

A school district created or reorganized after July 1, 2016, is exempt from the reduction
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provided by this section for a period of three yearsimmediately following its creation.

Section 25. That the code be amended by adding a NEW SECTION to read:

The pension fund of the school district is provided for the purpose of financing payments
to the South Dakota Retirement System and to finance pensionsto retired employees of aschool
district that has established a pension system. Upon discontinuance of the pension fund any
unexpended balance shall be transferred to the general fund. Thissectionisrepealed on July 1,
2020.

Section 26. That § 13-8-47 be amended to read:

13-8-47. Before the first day of August every school board shall file an annual report with
the Department of Education. The report shall contain al the educational and financial
information and statistics of the school district as requested in a format established by the
Department of Education. The report shall also contain, for each month of the fiscal year, the
month-end cash balances of the school district'sgeneral fund, capital outlay fund, pension fund,

and specia education fund. The report shall also contain the following information for the

district from the preceding fiscal year:

(1) Total teacher compensation, which is defined as the total amount spent on

instructional salaries and benefits for certified instructional staff:

(2) Thetotal amount spent on instructional salaries for certified instructional staff;

(3) Thetotal amount spent on benefits for certified instructional staff;

(4) Thetotal number of certified instructional staff employed by the school district; and

(5) Any other information necessary to comply with the provisions of this Act.

Thebusinessmanager, with the assistance of the secretary of the Department of Education, shall
make the annual report, and it shall be approved by the school board. The business manager

shall sign the annual report and file a copy with the Department of Education as provided in
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§ 13-13-37. The division shall audit the report and return one copy to the school district.

Reportsnot filed prior to August thirtieth are considered past due and are subject to the past-
due provisions of § 13-13-38.

Section 27. That the code be amended by adding a NEW SECTION to read:

The Department of Education shall calculate the following for each school district:

(1) The average teacher salary, based on data collected pursuant to 88 13-8-47 and

13-3-51;

(2) Theincrease in loca need pursuant to § 13-13-10.1, excluding any effect due to
change in the school district's fall enrollment and less the amount of revenue
generated in school fiscal year 2016 pursuant to 8§ 13-10-6 as a percentage increase,
from fiscal year 2016 to fiscal year 2017; and

(3 Theincreasein averageteacher compensation asapercentageincrease, asdefinedin
§ 13-8-47, from fiscal year 2016 to fiscal year 2017.

For each school district, the district'sincrease in average teacher compensation from fiscal
year 2016 to 2017 shall be equal to at least eighty-five percent of the district'sincreasein loca
need, as defined in subdivison (2), from fiscal year 2016 to fiscal year 2017 and,
notwithstanding any negotiated agreement, at least eighty-five percent of the increase in state
aid to general education funding the school district receivesfor fiscal year 2017 |essthe amount
of revenue generated in fiscal year 2016 pursuant to 8 13-10-6 shall be used to increase
instructional salaries and benefits for certified instructional staff.

If a district fails to comply with the requirements of this section, state aid to general
education funding to the district in fiscal year 2018 shall be decreased by an amount equal to
fifty percent of theamount calculated in subdivision (2). For fiscal years 2019, 2020, and 2021,

if a district's average teacher compensation is less than the district's average teacher
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compensation in fiscal year 2017, state aid to general education funding to the district in the
following fiscal year shall be reduced by an amount equal to five hundred dollars for each
teacher employed in the school district.

A school district may request awaiver from any penalty imposed under this section from
the School Finance Accountability Board.

Section 28. That the code be amended by adding a NEW SECTION to read:

Itistheintent of the Legidlaturethat any money appropriated for teacher compensation using
the education funding plan included in this Act be used to directly improve teacher recruiting
and retention and that the school districts advance this goal by increasing starting teacher
salariesand providing for therapid accel eration of teacher salariesfor those bel ow the midpoint

in that teacher's applicable pay scale.



