	12:21:01:11.  South Dakota beginning farmer bond program. The beginning farmer bond program allows beginning farmers to obtain lower interest rate loans for qualified purposes by obtaining loan funds from the proceeds of a tax exempt bond issued by the authority and purchased by the lender. The authority shall enter into a loan agreement with the beginning farmer and assign that loan to the lender. At the same time, the authority shall issue a tax-exempt bond in the amount of the loan and the lender shall purchase that bond, which is used to fund the loan assigned to the lender. The only security for the lender is the underlying security on the assigned loan.

	The program also allows a bond purchaser to receive tax-exempt interest for a direct loan or contract sale made to beginning farmers. The bond purchaser, after arranging the loan or sales contract, shall obtain from the authority a federal tax-exempt bond in the amount of the loan or the unpaid balance on the sales contract. In the case of a loan, the authority shall lend the amount paid by the bond purchaser for the bond to the beginning farmer and assign the loan and its collateral to the bond purchaser as security for the bond. In the case of a contract sale, the authority shall enter into the contract with the bond purchaser who will receive the bond as evidence of the authority's obligations under the contract. The authority shall then assign the authority's right, title, and interest in the contract to the beginning farmer who shall assume the payment obligations of the authority under the contract.

	Source: 22 SDR 97, effective January 22, 1996.
	General Authority: SDCL 1-16E-24.
	Law Implemented: SDCL 1-16E-24.

	Cross-Reference: Authority bonds not state or subdivision obligation, SDCL 1-16E-11.

