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ADEQUATE FUNDING AND THE COURTS: OLSON V. GUINDON
OVERVIEW

This issue brief outlines background information, significant conclusions and implications stemming from the courts review of the right of school districts to finance a challenge of the constitutionality of the state’s school finance system, as outlined in Olson v. Guindon. 

CURRENT STATUS
In July 2009, the South Dakota Supreme Court ruled in favor of South Dakota school board members, concluding that school districts have limited standing to finance a challenge of the state’s finance system. The opinion reversed a circuit court decision that contributions to finance litigation against the state are illegal. 
BACKGROUND

In 2006, the South Dakota Coalition of Schools, alongside a group of parents, filed litigation (Davis v. State) alleging that South Dakota’s school finance system is unconstitutional. 

Following a circuit court’s decision to hear Davis v. State, Gov. Mike Rounds ordered an audit of the South Dakota Coalition of Schools and its member districts, asserting that school districts acted illegally in contributing funds to the Coalition. The governor’s executive order carried with it consequences for the state’s school board members, who, under South Dakota Codified Law, can be held financially liable for unlawful expenditure of school district funds. 
To determine the validity of the claims made by the state, a group of school board members initiated a separate legal action to determine whether the state’s school districts acted illegally in contributing to the Coalition. The litigation is referred to Olson v. Guindon. 
OLSON v. GUINDON: THE CIRCUIT COURT RULING
On August 20, 2008, Circuit Court Judge Lori Wilbur ruled in favor of the state in Olson v. Guindon, concluding that school districts acted illegally when making contributions to help pay expenses incurred during the litigation of Davis v. State. 
CONCLUSIONS
1. School Districts Are “Arms” of the Legislature: In solidifying the conclusion that contributions were illegal, the circuit court asserted that school districts lack standing because “[t]he creature is not greater than its creator.” This language carries with it the implication that school boards and school districts are created by, and therefore beholden to, the Legislature. 
2. Parents and Taxpayers, Not School Districts, Are Interested Parties: The circuit court ruled that parents and taxpayers are capable of initiating litigation against the State, and therefore school districts do not meet the requirements of standing. 
3. School Boards Are Creatures of Statue with Limited Powers: In its conclusion, the circuit court relied heavily on the notion that a school board cannot exercise power unless it is expressly granted or implied by South Dakota Codified Law. 
OLSON v. GUINDON: THE SUPREME COURT RULING
In July 2009, the South Dakota Supreme Court ruled that South Dakota school districts have standing to initiate and fund litigation to challenge the adequacy of South Dakota’s school finance formula. 

1. Standing Comes from the Constitution, Not Statute: In the context of a challenge to the state’s finance system, the Supreme Court concluded that school districts are “not mere creatures of statute” and that “[school districts] are creations of the Constitution.” 
2. School Districts have Limited Standing: The Supreme Court ruled that school districts have standing in a narrow context of seeking a ruling on the constitutionality of K-12 public school funding, but that limited standing does not include seeking additional funding as the result of any ruling. 
3. Local School Districts Have a Constitutional Role: The Supreme Court asserted that “local school districts are at the core of the entire K-12 educational system” - a statement that contrasts with the circuit court’s position that school districts are “arms of the Legislature.” In the opinion, the Supreme Court assigns school districts, not the Legislature, the duty of fulfilling the promises laid forth in the Constitution, writing that “[w]ithout adequate funding, the school districts claim they are unable to fulfill their mandate of educating the children of South Dakota.” 
IMPLICATIONS
In contrast to the circuit court, the South Dakota Supreme Court elevates the role and authority of local school districts. While the circuit court viewed school boards as creations of the Legislature, the Supreme Court recognized a constitutional role – the mandate to educate the state’s children – for public school districts. 

Regardless of the outcome of the related litigation, Davis v. State, the Supreme Court’s ruling in Olson v. Guindon can be viewed as a landmark interpretation of the South Dakota Constitution. By recognizing the importance of public education, asserting the critical role local school districts have in delivering the constitutional mandate to educate the state’s children, and affording districts a vested interest in school finance, the South Dakota Supreme Court has framed school funding decisions in a new context. 
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