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The first meeting of the 2011 Interim Government Operations and Audit Committee was called
to order by Chair Carson at 1:02 p.m., June 21, 2011, in LRC Room 413, State Capitol Building,
Pierre, South Dakota.

A quorum was determined with the following members answering the roll call: Senators Jeff
Haverly, Jean Hunhoff, Deb Peters, and Jim Hundstad; Representatives Lance Carson, Kent
Juhnke, Charles Turbiville, Paul Dennert, and Dan Dryden. Senator Larry Tidemann was
present on June 22, 2011.

Staff members present were Mr. Martin L. Guindon, Auditor General, Mr. Bob Christianson, and
Mr. Tim Flannery, State Government Audit Managers for the Department of Legislative Audit
(DLA).

Approval of Minutes

Representative Turbiville moved, seconded by Representative Peters, the minutes of the
December 6, 2010 meeting be approved. Motion prevailed unanimously on a voice vote.
(Doc.1)

Technical Institutions — Discussions on Enrollment, Tuition and Fees, and Effects of
FY 2012 Budget Reductions (Doc’s. 2, 3, 4, and 5)

Mr. Mark Wilson, Director, Office of Curriculum, Career and Technical Education for the
Department of Education handed out Document 18 and addressed the Committee on the areas
where cuts have been made. Mr. Wilson then introduced the following institute presidents for
their testimonies:

Lake Area Technical Institute (LATI) — Ms. Deb Shephard, President of Lake Area Technical
Institute was present to address the Committee. Ms. Shephard testified that enrollment at LATI
has steadily increased for the last 7 years. Despite increased enrollment LATI has made
cutbacks in the following areas: No pay increases, travel restrictions, no re-hire for several
retired personnel, restricted equipment purchases, staffing cutbacks, and discontinued
programs that had under-enroliment. Ms. Shephard stated that LATI experienced
approximately $260,000 in state aid cuts. Ms. Shephard also testified that the increase in
tuition will be $5 per credit on approximately 40,000 credits.

Southeast Technical Institute (SETI) — Mr. Jeff Holcomb, President of Southeast Technical
Institute was present to address the Committee. Mr. Holcomb handed out Document 19. Mr.
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Holcomb testified that enrollment is slightly decreased and a 7-8% increase in tuition and fees
made up for almost $1,000,000 cutback in State funding. As explained in Document 19 SETI is
making cutbacks in the following areas: Wages, benefits, supplies and materials, equipment,
and improvements. Mr. Holcomb answered Committee questions regarding a pending legal
case involving employee contracts. The Committee requested that Mr. Holcomb keep the
Committee informed on any new developments regarding the case. This may be revisited in
the future.

Mitchell Technical Institute (MTI) — Mr. Greg Von Wald, President of Mitchell Technical
Institute was present to address the Committee. Mr. Von Wald testified that MTI experienced
approximately $250,000 in state aid cuts. MTI is making cutbacks in the following areas:
Travel, early retirement for two employees, reduced technical programs, no pay increases,
eliminated two full time equivalent positions, and restricted capital purchases. Mr. Von Wald
testified that he was concerned about retaining instructors at the current wage structure. MTI's
student to teacher ratio has gone from 15-1 to 21-1. MTI has had to turn away approximately
40 students due to cutbacks. Mr. Von Wald also testified that MTI increased tuition and fees
approximately 6%.

Western Dakota Technical Institute (WDTI) — Dr. Craig Bailey, President of Western Dakota
Technical Institute handed out Document 20. Dr. Bailey testified that WDTI experienced
approximately $365,945 in state aid cuts. WDTI is making cutbacks in the areas of travel,
training expenses, eliminated positions and is looking at ways to raise money. Dr. Bailey
testified that WDTI increased tuition and fees. Dr. Bailey testified that benefactors of WDTI are
concerned with the shortfall in state funding. Dr. Bailey also answered Committee questions
regarding the daycare program at WDTI.

The Committee requested further information from the LATI, MTI, and WDTI similar to
Document 19 that Mr. Holcomb handed out. This information may be revisited in the future.

Army Corps of Engineers — Missouri River Flooding Situation (Doc. 6)

Ms. Jody Farhat, Chief of the Missouri River Basin Water Management Division, Omaha District
of the Army Corps of Engineers was present via telephone to address the Committee on the
status of the Missouri River flooding situation. Ms. Farhat testified that after increased releases
in the fall of 2010, the Corps of Engineers reservoirs along the Missouri River had full flood
control capacity as of January 28, 2011. Due to record snowfall in April and May and record
rainfall in May in the upper Missouri River Basin record high releases were necessary and
coordinated on Ft. Peck Dam in Montana, Garrison Dam in North Dakota, Oahe, Big Bend, Ft.
Randall, and Gavins Point Dams in South Dakota. Ms. Farhat stated that as of June 1, 2011
most of the snowpack had not yet melted. Ms. Farhat answered Committee questions stating
the maximum release at the Oahe Dam was 167,000 cubic feet per second (CFS) without using
the emergency spillway. Ms. Farhat also testified that the emergency spillway at the Oahe Dam
has never been used, but regular testing has been performed and the gates should operate
normally. Ms. Farhat stated that the goal of the Corps of Engineers is to have the water levels
down to normal levels by the fall of 2011 so that clean-up may begin. Ms. Farhat will be glad to
conference with the Committee again at a later date if deemed necessary.

The Committee recessed at 4:40 p.m.



Government Operations and Audit Committee
June 21 & 22, 2011
Page 3 of 4

June 22, 2011
The meeting reconvened at 8:00 a.m.
Department of Transportation — Various Topics (Doc. 7)

Mr. Darin Bergquist, Secretary of the Department of Transportation was present to address the
Committee. Mr. Bergquist explained the project development process. The process is broken
down into five different areas: pavement projects, bridge projects, safety projects, capacity
projects, and a miscellaneous project category. Projects are driven by availability of funding,
accident data, studies, and volume of traffic. Once a need is identified the Department secures
the funding, presents the project to the Transportation Commission, holds public meetings, and
submits the project to the Federal Highway Administration. Mr. Bergquist stated that changes
can be made at any time.

Mr. Bergquist addressed Committee questions regarding contracts for spraying right-of-ways
for noxious weeds. Mr. Bergquist referred to a statute allowing private contractors, if available,
preference over counties in bidding. There was some follow-up discussion with the Committee,
particularly concerning the wording of the statute applicable to these type of contracts. This
topic may be re-visited by the Committee in the future.

Mr. Bergquist answered Committee questions regarding single audit findings. The Committee
had questions regarding Finding No. 11000201002 and will request further information from Mr.
Jason Dilges, Commissioner of the Bureau of Finance and Management. This topic may also
be revisited.

Department of Revenue — Single Audit Findings (Doc. 8)

Mr. Andrew Gerlach, Secretary of the Department of Revenue, and Ms. Joan Serfling, Finance
Officer for the Department of Revenue were present to address the Committee. Mr. Tim
Flannery, Department of Legislative Audit read the the audit findings for the Department of
Revenue. Mr. Gerlach testified that the Department of Revenue concurred with the findings.
Mr. Gerlach presented a detailed corrective action plan to the findings. No further action was
deemed necessary.

Office of the State Engineer — Construction Projects, Bid and Contract Documents
(Doc. 9)

Ms. Kristi Honeywell, State Engineer handed out Document 21 and detailed how the Board of
Regent's construction projects are bid. Ms. Honeywell also answered Committee questions
regarding the Office of the State Engineer’s role in the construction projects and fines/damages
assessed for late completed projects. Ms. Honeywell also handed out Document 22 as an
example of a typical contract and what is covered in the contract. No further action was
deemed necessary.

Bureau of Administration — Development and Budgeting for Major Repair and
Maintenance Projects (Doc. 10)

Mr. Paul Kinsman, Commissioner of the Bureau of Administration was present to address the
Committee. Mr. Kinsman handed out Document 23 - Unfunded Projects List of Capitol
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Complex Maintenance and Repair Projects for FY 2012, and Document 24 - a Statewide
Maintenance and Repair List for FY 2012 and gave an overview of the documents. Some
Committee discussion followed. No further action was deemed necessary.

Department of Human Services — Juvenile Corrections Monitor Semi-Annual Report
(Doc’s. 11 and 16)

Ms. Laurie Gill, Secretary of the Department of Human Services, and Mr. John Ellis were
present to address the Committee. Mr. Ellis presented the Semi-Annual Juvenile Corrections
Monitor Report and answered Committee questions. Mr. Ellis reported that there were fewer
youth contacts for this reporting period. Mr. Ellis could not give a specific explanation for the
decrease. No further action was deemed necessary.

Department of Corrections — Report on Abuse and Neglect in Private Placement Facilities
(Doc. 12)

Mr. Doug Herrmann, Juvenile Division for the Department of Corrections was present to
address the Committee. Mr. Herrmann answered Committee questions and reviewed
Document 14, the confidential Semi-Annual Report on Abuse and Neglect in Private Placement
Facilities. Some Committee discussion followed. No further action was deemed necessary.

Department of Legislative Audit — Review of Single Audit Report for Fiscal Year ending
June 30, 2010 (Doc. 17)

Mr. Bob Christianson, Department of Legislative Audit provided the Committee with a detailed
overview of the Single Audit Report for FY 2010.

Future Items for Discussion

e Juvenile Corrections Monitor Report
Blue Book for FY 2011
Department of Health Audit Finding
Southeast Technical Institute Litigation Case
Possible Follow-up With Corps of Engineers

Future Meeting Date
The tentative date for the next Committee meeting was scheduled for August 23, 2011.

Representative Juhnke moved, seconded by Senator Peters to adjourn the meeting. Motion
prevailed unanimously on a voice vote.

The Committee adjourned the meeting at 2:25 p.m.
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