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Stricken language would be deleted from present law. Underlined language would be added to present law.

State of Arkansas As Engrossed: H3/20/97 S4/2/97
81st General Assembly A Bill ACT 1329 OF 1997
Regular Session, 1997 HOUSE BILL 2117

By: Representative Cunningham

For An Act To Be Entitled
“AN ACT TO AMEND ARKANSAS CODE & 6-20-1204 TO PROVI DE FOR
ADDI TI ONAL SECURI TY FOR THE PAYMENT OF BONDS OF A SCHOOL
DI STRI CT; TO DECLARE AN EMERGENCY; AND FOR OTHER
PURPCSES. "

Subtitle
“TO PROVI DE FOR ADDI TI ONAL SECURI TY FOR
THE PAYMENT OF BONDS OF A SCHOOL
DI STRICT. "

BE | T ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF ARKANSAS

SECTION 1. Arkansas Code 8 6-20-1204 is anmended to read as foll ows:

"8 6-20-1204. Form of bonds - Security -—Sighatures.

(a) School bonds shall be issued by a school district in such form as
the directors of the district shall prescribe.

(b) Fhey School bonds may be secured by a—pledge of the buildingfund
and—any and all other income of the district debt service nill age.

(c)(1) As additional security for the paynent of any bond of a schoo

district, the State Board of Education shall cure any delinquencies in paynent

by withhol ding state aid due the district. Wenever the designated paying

agent for receipt of the district s paynents does not receive a paynent when

due pursuant to the authorizing docunents, the paying agent will be entitled
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As Engrossed: H3/20/97 S4/2/97 HB 2117

to paynent fromthe withheld state aid in any ampbunt sufficient to cure the

paynment deficiency upon notifying the Director of the State Departnment of

Educati on, General Education Division, and the superintendent of the district

by tel ephone, facsinile, or other sinilar comrunication, followed by witten

verification.

(2) Unless the director deterni nes that paynment has been made by

the district and there is no | onger a paynent deficiency, the director shal

wi thhold fromthe next distribution of state aid and remt to the payi ng agent

an amount sufficient to cure the deficiency. |In the event the anpunt next due

to be distributed to the delinquent district is not sufficient to cure the

del i nquency, the director shall continue to withhold state aid as due and

remit it to paying agent until the paynent deficiency has been cured. |If the

director is notified that a district is delinquent on two (2) or nore

obligations, the director shall nmake paynment to paying agents in the order of

recei pt of notices of the delinquency.

(3) If the State Board of Education withholds state aid froma

school district pursuant to this subsection, such school district shall be

classified as a Phase |1l school district in distress as described in

5 6-20-16009.

(d) Holders of bonds of the school district shall have a first and

prior right and security interest in the revenue produced by the debt service

nm || age pl edged by the school district to the payment of its bonds.

SECTION 2. Arkansas Code Annotated 8 6-20-402 is anended to read as
foll ows:
"6-20-402. Limtation on current indebtedness - Postdated warrants and

i nstall ment contracts - Liability.

0310971053.rrs797



© 00 N O 0o b~ W N B

W W W W WWWNNDNDNNDNDNNNNDNR R R B B B B B R e
o OO M W N P O © ® N O 0 M W N P O © ® N O O M W N B O

As Engrossed: H3/20/97 S4/2/97 HB 2117

(a) The amount of obligations incurred by a school district for any
school fiscal year shall not be in excess of the revenue receipts of the
district for that year except as provided herein and in 8 6-20-801 et seq
and 6-20-1201 et seq. School districts nmay i ssue postdated warrants or enter
into installment contracts or | ease purchase agreements for the follow ng
pur poses:

(1) Purchase of school buses;

(2) Paynment of premums of insurance policies on schoo
bui l dings, facilities, and equi pnent in instances where the insurance coverage
extends three (3) years or |onger

(3) Purchase of equipnent;

(4) Repair and renovation of school facilities;

(5) Purchase of school sites; and

(6) Paynment of the district's pro rata part of enploying
prof essi onal appraisers as authorized by |laws providing for the appraisal, or
reapprai sal, and assessnment of property for ad val orem tax purposes.

(b)(1) Postdated warrants, |ease purchase agreenents, and install nent
contracts nmust be paid within six (6) years of the date of issuance of the
postdated warrant or the execution of the witten | ease purchase agreenment or
i nstal Il ment contract, as the case nay be. Postdated warrants, |ease purchase
agreenents, and installnment contracts must be registered, on forns provided by
the State Board of Education, with the treasurer of the district and the State
Board of Educati on.

(2)(A) Lease purchase agreenents and installment contracts mnust
have attached thereto a schedule of the rent or installnents to be paid
showi ng:

(i) The payee and any assi gnee;

(ii) The school district;

(iii) The purpose of the purchase or paynent;

(iv) The due date of each installnent; and

(v) The amount of principal and interest of each
install ment and the fiscal year in which such installnment is to be paid.

(B) A copy of each such contract and of the schedul e of

paynments thereon shall be filed with the treasurer of the district and with
the State Board of Education, and when so filed, each installnment nmay be paid

as it beconmes due.
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As Engrossed: H3/20/97 S4/2/97 HB 2117

(3) The unpaid principal amunt of postdated warrants issued and
i nstal Il ment contracts and | ease purchase agreenments entered into shall be a
part of the total debt of the district as linmted by 8 6-20-803 and
6-20- 1202, as amended, with the district fiscal officer and his surety liable
for exceeding such limtations.

(4) Paynments by a school district pursuant to postdated warrants,
i nstall ment contracts, and | ease purchase agreenments shall be charged agai nst
the budget of the school fiscal year in which they beconme due and shall be
pai d out of the revenue receipts for that fiscal year

(5) Al warrants issued or installnment contracts and | ease
purchase agreenents entered into in excess of the revenue of a school district
for a school fiscal year, except as herein provided, are null and void.

(6) It shall be the duty of the school fiscal officer to indicate
on each school district warrant or on the schedul e of paynents attached to a
written install nment contract or |ease purchase agreenent the school year's
revenues agai nst which the obligation was incurred and is to be paid, and it
shall be unlawful for the school fiscal officer to issue a school district
warrant or enter into an installment contract or |ease purchase agreenent, the
installments for which are to be charged agai nst the revenues of a schoo
year, if the obligation thereof was incurred in a different school year
except as otherw se authorized herein.

(7) The school fiscal officer may conply with the provisions
hereof by indicating on each warrant or schedul e of paynents attached to any
i nstal |l ment contract or |ease purchase agreenment the school year's revenues
agai nst which each paynent is to be charged, or he nay use a warrant of a
distinct color for a particular year and shall advise the county treasurer, if
the county treasurer serves as the school district treasurer, in witing of
the color of warrant being used for credit against the revenues of a
particul ar year.

(8) The county treasurer, or the district treasurer if the schoo
district has its own treasurer, and his surety shall be jointly liable with
the school fiscal officer and his surety for the paynent of any school warrant
or payment on a contract or agreenment which is charged agai nst the revenues of
a school year if the anpunt thereof is in excess of the revenue receipts of
the district for the school year against which the school fiscal officer has

i ndi cated the paynent is to be charged or if he approved the paynment with
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As Engrossed: H3/20/97 S4/2/97 HB 2117
knowl edge that the payment is being charged by the school fiscal officer
agai nst the revenues of another school year in violation of this section.

(9) It is the purpose and intent of this section to place primary
responsi bility on the school fiscal officer and his surety for conpliance with
the provisions of this section and to nmake the county treasurer, or district
treasurer if the school district has its own treasurer, and his surety l|iable
for any paynent on a warrant, contract, or agreenment drawn in violation of
this section where the amobunt of the payment exceeds the revenue receipts of
the district for the school year against which it is charged, as indicated on
the warrant, contract, or agreement or where the county treasurer approves a
payment with the know edge that it is in paynment of an obligation of a
di fferent school year as prohibited in this section.

(c) A school district may incur current indebtedness and issue its
notes or other evidence thereof as provided in this subsection

(1) Al current indebtedness incurred in a fiscal year shal
mat ure on or before Decenmber 31 of the cal endar year in which the fiscal year
ends.

(2) Current indebtedness is not included in the term "bonded
i ndebt edness" and shall not be considered a part of the total debt of a
district as limted by 8 6-20-803 and 6-20-1202, as anended

(3) Current indebtedness shall be payable from and may be
secured by a pledge of, all or any part of the revenue receipts of the issuing
district for the fiscal year in which the debt is incurred.

(4) The amount of obligations incurred by a school district for
any school fiscal year, including current indebtedness, shall not, except as
expressly authorized in subsection (a) of this section, be in excess of the
revenue receipts of the district for that year

(d) As additional security for the payment of any postdated warrant or
current indebtedness of a school district, the district may authorize the
State Board of Education to cure any delinquencies in paynment by wi thhol di ng
state aid due the district uhder £ 6-20-301 ot seg. Such authorization shal
be given at the time the warrant is issued or the current indebtedness is
i ncurred and shall be given in such nmanner and in such formas the State Board
of Education shall prescribe. If the debtor district has authorized
wi t hhol di ng of state aid, whenever the payee or the designhated payi ng agent

for receipt of the district's paynents does not receive a payment when due
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As Engrossed: H3/20/97 S4/2/97 HB 2117
pursuant to the authorizing docunents, the payee or paying agent wll be
entitled to payment fromthe withheld state aid in an anpunt sufficient to
cure the paynment deficiency upon notifying the Director of the Genera
Educati on Division and the superintendent of the district by tel ephone,
facsimle, or other simlar comunication, followed by witten verification
Unl ess the director determi nes that payment has been nade by the district and
there is no |l onger a paynment deficiency, the director shall withhold fromthe
next distribution of state aid and remt to the payee or paying agent an
anount sufficient to cure the deficiency. |In the event the ampbunt next due to
be distributed to the delinquent district is not sufficient to cure the

del i nquency, the director shall continue to withhold state aid as due and
remt it to the payee or paying agent until the paynment deficiency has been
cured. |If the director is notified that a district is delinquent on two (2)
or nore obligations for which a district has authorized w thholding of state
aid to cure a delinquency, the director shall make payment to payees or paying
agents in the order of receipt of notices of the delinquency.

(e) If the State Board of Education withholds state aid froma schoo

district pursuant to subsection (d) of this section, such school district

hal |t | £ | hool _di . . . | .
5 6-20-16009.

officer thereof~ Any duties required of any officer of the state pursuant to

subsection (d) shall be only mnisterial in nature and shall in no way

transfer any liability of the debtor to the state, any agency or any officer

t her eof .

— ) (g) The rate of interest on postdated warrants, install ment
contracts, |ease purchase agreenments, and current indebtedness shall not
exceed the maxi muminterest rate for school bonds as determ ned under

5 6-20-1206."
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As Engrossed: H3/20/97 S4/2/97 HB 2117
SECTION 3. All provisions of this act of a general and pernmanent nature
are anendatory to the Arkansas Code of 1987 Annotated and the Arkansas Code

Revi si on Comni ssi on shall incorporate the sane in the Code.

SECTION 4. |If any provision of this act or the application thereof to
any person or circunstance is held invalid, such invalidity shall not affect
ot her provisions or applications of the act which can be given effect w thout
the invalid provision or application, and to this end the provisions of this

act are declared to be severable.

SECTION 5. All laws and parts of laws in conflict with this act are

her eby repeal ed.

SECTION 6. EMERGENCY. It is found and determ ned by the Cenera

Assenbly of the State of Arkansas that providi ng bondhol ders with additiona

security for paynent of school district bonds will permt Arkansas schoo

districts to i ssue bonds on nore favorable terns and at | ower rates of

interest, and that this legislation nust be in effect in order to pernit these

benefits to school districts who urgently need to finance capital inprovenents

to their physical facilities and who need to refund certain outstandi ng bonds

that will provide substantial savings to the school district. Therefore an

energency is declared to exist and this act being i nmedi ately necessary for

the preservation of the public peace, health and safety shall becone effective

on the date of its approval by the Governor. |If the bill is neither approved

nor vetoed by the Governor, it shall beconme effective on the expiration of the

period of time during which the Governor may veto the bill. |If the bill is

vetoed by the Governor and the veto is overridden, it shall becone effective

on the date the | ast house overrides the veto.

/ s/ Rep. Cunni ngham

APPROVED: 4- 10- 97
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