Legislative
4 ' MINUTES

 — Execufive Board

Second Meeting Room 413
2012 Interim State Capitol
April 23, 2012 Pierre, South Dakota

The second 2012 interim meeting of the Legislative Research Council Executive Board was called to
order by Chair Charles M. Turbiville at 10:00 a.m. (CT), April 23, 2012, in Room 413 of the State
Capitol, Pierre, South Dakota.

A quorum was determined with the following members answering the roll call: Senators Bob Gray,
Jim Hundstad, Ryan Maher, Tom R. Nelson, Craig Tieszen, and Larry Tidemann; and
Representatives Gene Abdallah, Lance Carson, Kristin A. Conzet, Marc Feinstein, Larry Lucas
(Ranking Minority Member), Val Rausch, Charles M. Turbiville (Chair), and Mark E. Venner. Senator
Joni Cutler (Vice Chair) was excused.

Staff members present included Jim Fry, LRC Director, Reuben Bezpaletz, Chief of Research
analysis and Legal Services; and Teri Retrum, Administrative Assistant.

(Note): For the purpose of continuity, these minutes are not necessarily in chronological order. Also,
all material distributed at the meeting is attached to the original minutes on file in the Legislative
Research Council (LRC). This meeting was web cast live. The archived web cast is available at the
LRC web site at http://leqgis.state.sd.us under "Interim Information — Minutes and Agendas."

(Note): The Computer Technology Subcommittee met at 9:00 a.m.
Approval of Minutes

SENATOR GRAY MOVED, SECONDED BY REPRESENTATIVE CONZET, THAT THE MINUTES
OF THE JANUARY 10, 2012, MEETING BE APPROVED. The motion prevailed on a voice vote.

Approval of Agenda

Representative Lance Carson recommended amending the agenda to include discussion on the
letter of intent regarding SB 197 that was addressed in the Joint Committee on Appropriations.
Representative Carson noted that this matter was not broadcast on the internet, and the vote took
placed while certain committee members were not present; however, it was clearly stated in the
meeting that the money was intended as one-time money.

Senator Craig Tieszen asked what would be the expected outcome to add this topic as an agenda
item.

Chair Charles Turbiville noted a letter that he sent to Executive Board members. In the letter, the
Chair stated that this was a matter that did not warrant further action by the Board. He commented
that since the Redbook addresses rules that apply to action during Legislative Session, the request
would require a majority vote of the Board members rather than a two-thirds vote. Chair Turbiville
said that if this agenda addendum request passes the Board, he will request that Representatives
Dean Wink and Lance Carson present their concerns to the Executive Board and that no final
resolution will be made in this regard at this meeting. Chair Turbiville said that he wants to give
others the opportunity to present their opinions.
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REPRESENTATIVE CARSON MOVED, SECONDED BY REPRESENTATIVE CONZET, THAT THE
AGENDA BE AMENDED TO INCLUDE DISCUSSION ON THE LETTER OF INTENT REGARDING
SB 197 THAT WAS ADDRESSED IN THE JOINT COMMITTEE ON APPROPRIATIONS. The
motion failed on a tie vote with 7 voting AYE, 7 voting NAY, and 1 EXCUSED. Those voting
AYE: Hundstad, Abdallah, Carson, Conzet, Feinstein, Rausch, Venner. Those voting NAY:
Gray, Maher, Nelson, Tidemann, Tieszen, Lucas, Turbiville. Those EXCUSED: Cutler.

Representative Larry Lucas suggested that the Board discuss the dynamics of drainage issues
since the topic ranked third in the 2012 interim study rankings. Representative Lucas also said that
the FY 2013 Legislative Travel Policy should be discussed.

Chair Turbiville declared that the legislative travel policy for FY 2013 would be added to the agenda
as a discussion item.

Senator Bob Gray said that SB 169—An Act to establish the Regional Watershed Advisory Task
Force—that passed during the 2012 Legislative Session outlines the membership to be appointed to
the task force. However, Senator Gray said he agreed with Representative Lucas that further
discussion on the topic would be warranted.

SENATOR TIESZEN MOVED, SECONDED BY REPRESENTATIVE LUCAS, THAT THE AGENDA
BE APPROVED. The motion prevailed on a voice vote.

Report of the Computer Technology Subcommittee

As Chair of the Computer Technology Subcommittee, Representative Lucas reviewed the compiled
results of the Legislative Computer Use Survey (Document #1). Representative Lucas said that
some legislators might want to purchase their own computers and that he would want to discuss
whether the Legislature would pay a portion toward those purchases.

Representative Lucas said that the subcommittee will meet before the May Executive Board meeting
to address purchase of computers.

Responding to Chair Turbiville, Mr. Jim Fry, LRC Director, said that the budget has resources for
leasing either tablets or notebooks by spreading the cost over two years.

Senator Gray asked what would be the latest time that would be prudent to address this issue since
new people will be coming into the Legislature in 2013. He questioned whether it would be proper
also to survey those newcomers.

Representative Lucas said that it would be best to ask current legislators what needs would be best.

Mr. Fry agreed and said that these decisions must be determined well before the 2013 Legislature is
elected.

Responding to Representative Marc Feinstein, concerning the acquisition of iPads, Mr. Fry said that
$800 would include an iPad 3 and a keyboard. He cautioned that an iPad would have limitations that
restrict their utility.

Representative Kristin Conzet elaborated on the applications she uses on her iPad.
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LRC Director's Report

Mr. Fry began his report by commenting on the Financial Statement (Document #2). He said that the
Legislature will spend all of the remaining available funds. The reversion to the general fund will be
minimal, which is a reflection of what the Board budgeted to meet budget reduction targets for FY
2012.

Continuing his report, Director Fry said that the Board approved an Issue Memorandum on
Telecommunications (request of Senator Mike Vehle). He reported that work on the memo is in
progress and should be ready to present to the Executive Board in the June/August timeframe.

Mr. Fry further advised that one Senator remains to be appointed to the interim study on the South
Dakota Development Center (Redfield).

Representative Gene Abdallah asked if any Senator has expressed an interest in this study.

Senator Jim Hundstad said that, even though 2012 was his last session, Redfield is within his
legislative district, and he would be willing to serve on this committee.

Chair Turbiville informed the Board that Senator Phyllis Heineman also expressed an interest in
serving on this committee.

SENATOR GRAY MOVED, SECONDED BY REPRESENTATIVE ABDALLAH, THAT THE
EXECUTIVE BOARD APPOINT SENATOR JIM HUNDSTAD TO THE INTERIM STUDY ON THE
SOUTH DAKOTA DEVELOPMENT CENTER (REDFIELD). The motion prevailed on a voice vote.

Mr. Fry stated that an appointment will be made to the South Dakota Investment Council at the
Board's June meeting. He said that this opening is a nonpartisan appointment open to all with an
interest and expertise in financial affairs but noted that the Council is currently somewhat over
represented with members from the banking community.

Chair Turbiville told the Board that he favors the approach used last year when interested candidates
were interviewed by Executive Board members before an interview with the Board. The Chair asked
any member of the Board who knows of anyone interested in serving on the Investment Council to
please discuss the opportunity with them. He asked for consensus to develop a list of the interested
candidates from which to set up an interview schedule. Also, Chair Turbiville said that if a Board
member knows someone who would be a good candidate, contact that person regarding interest in
serving and relay the name to Mr. Fry.

Mr. Fry informed the Board that Representative Larry Lucas and Senator Todd Schlekeway have
been appointed to the Dakota Corps Scholarship Board.

Mr. Fry noted the memorandum decision of the Circuit Court of South Dakota Sixth Judicial Circuit
which ruled against the motion for summary judgment regarding a forever 3.1 percent COLA to
retirees in the SDRS. Mr. Fry commented that the State won on every count and is waiting to find out
whether an appeal will be filed.

Continuing his report, the Director informed the Board that the heating and cooling of LCR 1 and 2
will be redone; therefore, this might be a good time to refurbish the rooms, such as replace wall
coverings, carpeting and put up some crown molding. Mr. Fry said that most of the work can be
accomplished with Capitol services (Buildings & Grounds). He said that the opportunity to do this was
presented because the rooms are going to be torn apart for updating the heating and cooling.
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Mr. Fry announced that Terry Miller, Senior Fiscal Analyst, has resigned to take a job with the Bureau
of Finance and Management.

Senator Larry Tidemann asked Mr. Fry to discuss the procedure that will be used to replace Mr.
Miller.

Mr. Fry responded that the job opening will be advertised in the normal course of the state system.
He said that the LRC is seeking someone with knowledge of the state accounting system.

Chair Turbiville stated that typically the Personnel Subcommittee does not get involved in the
management of LRC employees.

Senator Tidemann said that the input of the chairs of the Joint Appropriations Committee would be
beneficial because they and committee members work with that individual.

Discussion of Fiscal Year 2013 Legislative Travel Policy

Responding to Representative Conzet, Mr. Fry said that dues to national organizations range from
about $120,000 for National Conference of State Legislatures to $17,000 for ECS, which reflects the
Legislature's one-third payment. The Department of Education and the Board of Regents also pay
one-third. The dues to the Council of State Governments amount to about $85,000.

Representative Abdallah said that he favors continuing paying the dues to the national organizations;
however, he said that he prefers continuing limiting legislators to one out-of-state trip per year.
Representative Abdallah said that he would like the Board to adopt this policy for FY 2013 and
henceforth.

Chair Turbiville commented that South Dakota does not have many chairs and vice chairs of national
organizations because legislative travel to those meetings has been limited.

Representative Abdallah said that he does not object to that result. He said that he does not see how
anything that would happen in New York or California would benefit South Dakota.

Senator Tidemann said that limiting the members of the Streamlined Sales Tax, which typically meets
three times per year, to attend one meeting would affect South Dakota's contribution to the important
conversation regarding internet sales.

Representative Conzet and Senator Gray noted the following conflict in the Executive Board Travel
Policy for Fiscal Year 2012:

e Any appointed legislator may attend one meeting of one of these organizations. Each
individual legislator is still restricted to attendance at only ONE meeting.

Both stated that the two sentences are redundant.

REPRESENTATIVE LUCAS MOVED, SECONDED BY REPRESENTATIVE CONZET, TO STRIKE
THE SENTENCES.

Representative Conzet said that South Dakota needs to continue its involvement in the Streamlined
Sales Tax discussion. She also suggested that the travel policy should include a requirement to
provide a report from legislators who attend national meetings.

Representative Val Rausch said that the International Legislative Forum provides a booklet of its
proceedings. Representative Rausch said that this year's meeting is in North Dakota and that he
would like to continue South Dakota's attendance at these meetings.
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SENATOR TIDEMANN MADE A SUBSTITUTE MOTION, SECONDED BY SENATOR GRAY, THAT
THE EXECUTIVE COMMITTEE OF THE EXECUTIVE BOARD PREPARE A NEW TRAVEL POLICY
AND PRESENT THAT PROPOSED LEGISLATIVE TRAVEL POLICY FOR FY 2013 TO THE
EXECUTIVE BOARD AT ITS MAY MEETING. The motion prevailed on a voice vote.

The Executive Board recessed at 11:15 a.m. and reconvened at 11:25 a.m.
Consideration of Appointment to the Education Commission of the States
Senator Gray asked how many members on the ECS South Dakota are allowed.

Mr. Fry responded that a state can have several members but only two commissioners. Traditionally,
the two commissioners have been the Senate and House chairs of the Education Committees. The
Board has the authority to appoint these commissioners. The Commission wants one commissioner
from the Senate and one commissioner from the House.

Representative Abdallah recommended that the Board remove Representative Tom Brunner from the
Commission because he is term limited and will not be returning to the Legislature.

REPRESENTATIVE ABDALLAH MOVED, SECONDED BY SENATOR TIDEMANN, THAT THE
BOARD RETAIN REPRESENTATIVE JACQUELINE SLY AS A COMMISSIONER ON THE
EDUCATION COMMISSION OF THE STATES AND TO APPOINT SENATOR MARK JOHNSTON
AS A COMMISSIONER ON THE EDUCATION COMMISSION OF THE STATES AS
REPRESENTATIVE TOM BRUNNER'S REPLACEMENT.

In response to Senator Hundstad, Mr. Fry said that there is no requirement regarding appointing a
minority member.

Senator Hundstad said that he would prefer that these appointments be in the Executive Committee
Subcommittee's purview.

Representative Abdallah's motion prevailed.

Senator Ryan Maher asked about Senator Tom Hansen, who is a member of the Streamlined Sales
Tax and who is also term limited.

Senator Gray said Streamlined Sales Tax membership can be discussed at the next meeting.

Chair Turbiville said perhaps this topic should be addressed at the Executive Committee
Subcommittee.

Senator Gray commented that it is his intention that this matter be addressed and resolved at the
Board's next meeting.

Formation of the Legislative Planning Committee

Chair Turbiville said that the Board's June meeting will be after the primary and that would be a good
time to bring forth a list of those who are interested in serving on the Legislative Planning Committee.
The Chair said that he would like to review a list at the May meeting and make a decision at the June
meeting.

Senator Tidemann and Representative Rausch agreed with the Chair's proposal and the Board
concurred.
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Selection of 2012 Interim Study Topics

Chair Turbiville asked Mr. Fry how many 2012 interim studies the budget allows. Mr. Fry said that
two studies can be handled with ease. He noted that the Legislature repealed the agency review
requirements during the 2012 Legislative Session, but the Board can chose to review the two
remaining agencies—Bureau of Finance and Management and Department of Health—if it chooses.

Chair Turbiville said that the Department of Natural Resources and the Department of Economic
Development already are involved in studying the issues surrounding the drilling of oil in northwest
South Dakota, including the opportunities and consequences regarding the current oil boom in North
Dakota (Study Topic K). The Chair said that, if this is chosen as a study, as many state agencies as
possible should be included.

SENATOR GRAY MOVED, SECONDED BY SENATOR TIDEMANN, THAT THE BOARD SELECT
TWO STUDIES AND NOT TO INCLUDE ANY STATE AGENCY REVIEWS. The motion prevailed
on a voice vote.

Senator Maher suggested that all interested parties be brought together regarding oil well
development and to study this topic. The issues of demand for housing, infrastructure concerns,
such as sewer, water requirements, etc., need to be included in the study.

SENATOR TIESZEN MOVED, SECONDED BY SENATOR MAHER, THAT THE BOARD COMBINE
STUDY TOPIC K—STUDY OF THE ISSUES SURROUNDING THE DRILLING OF OIL IN
NORTHWEST SOUTH DAKOTA, INCLUDING THE OPPORTUNITIES AND CONSEQUENCES
REGARDING THE CURRENT OIL BOOM IN NORTH DAKOTA—AND STUDY TOPIC F—STUDY
ISSUES AND OPPORTUNITIES IN SOUTH DAKOTA'S EMERGING OIL AND GAS EXPLORATION
BOOM—INTO A 2012 INTERIM STUDY. The motion prevailed on a voice vote.

Senator Tieszen suggested that Study Topic G—Study livestock development in South Dakota—and
Study Topic P—Study the increase in livestock production in South Dakota be combined and studied.

Senator Gray suggested that Study Topic L—Study of the purpose and funding of postsecondary
education—be selected as a study topic. He commented that the state needs to do a better job
encouraging higher education to produce graduates in timely areas to fill jobs that are needed.
Senator Gray said that the state needs to change the way higher education is budgeted and work
toward work force development.

Senator Tieszen said that he does not want to miss something regarding SB 169.

Representative Rausch said that he views the matters addressed in SB 169 as a neighbor to
neighbor compromise and that those people can work together to address concerns involved with
drainage issues. He said that appointment requirements in the legislation are outlined to reach that
goal.

Representative Rausch suggested combining Study Topic A—Study base funding for schools through
the school aid formula—and Study Topic C—Study funding the base K-12 education formula for
interim study.

Representative Venner said that higher education ranks fairly high on the survey results and agreed
with Senator Gray that it would be appropriate to study this topic. He said that the state needs to take
a hard look at the money it is spending in the postsecondary arena.
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Senator Tidemann said that beginning July first, there are going to be a lot of committees to study
this topic. These committees also will have several legislative appointments.

Representative Feinstein said that he understands that none of those committees are related to
funding.

Senator Hundstad said that it may well be the time to study these issues during the interim instead of
waiting until legislative session.

Senator Gray said that the Legislature is spinning its wheels trying to resolve the K-12 education
issues at this time.

Representative Carson suggested Study Topic M—Study sales and use tax collection allowance. He
said that the Legislature needs to take a hard look at this issue and how it is going to handle the
matter.

REPRESENTATIVE VENNER MOVED, SECONDED BY SENATOR GRAY, THAT THE BOARD
SELECT STUDY TOPIC L—STUDY OF THE PUBLIC PURPOSE AND FUNDING OF
POSTSECONDARY EDUCATION—TO STUDY DURING THE 2012 INTERIM.

Senator Tidemann said that the study should include the expanded language under the scope of
study.

The Legislature should determine the public purpose of postsecondary
institutions in the state. Included in this are setting policy performance
expectations and the means for holding systems and institutions accountable.
The mechanism for funding higher education is central to how the system and
institutions respond to desired public policy. Systems and institutions respond to
incentives that are provided by any funding approach. South Dakota needs to
examine its approach to funding postsecondary institutions and review
alternative methods. An interim study committee could review these alternatives
and make recommendations to the Legislature. Such a review might unify both
systems and all postsecondary institutions or it could elect to approach each
system independently.

REPRESENTATIVE RAUSCH MADE A SUBSTITUTE MOTION, SECONDED BY
REPRESENTATIVE ABDALLAH, THAT THE BOARD SELECT STUDY TOPIC C—STUDY
FUNDING THE BASE K-12 EDUCATION FORMULA—AS AN INTERIM STUDY DURING 2012.

Unable to determine the vote by voice, the Chair asked for a roll call vote on the substitute
motion. The substitute motion failed on a tie vote, with 7 voting AYE, 7 voting NAY, 1
EXCUSED. Those voting AYE: Hundstad, Abdallah, Conzet, Feinstein, Lucas, Rausch,
Turbiville. Those voting NAY: Gray, Maher, Nelson, Tidemann, Tieszen, Carson, Venner. Those
EXCUSED: Cutler.

Representative Lucas asked Senator Gray what his intent is regarding higher education. He said that
he does not support it if it is going to strip funding from the institutions.

Senator Gray said that is not his intent.

Representative Venner's motion prevailed on aroll call vote with 8 voting AYE, 6 voting NAY, 1
EXCUSED. Those voting AYE: Gray, Hundstad, Maher, Nelson, Tidemann, Tieszen, Lucas,
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Venner. Those voting NAY: Abdallah, Carson, Conzet, Feinstein, Rausch, Turbiville. Those
EXCUSED: Cutler.

REPRESENTATIVE RAUSCH MOVED TO LIMIT THE INTERIM TO TWO STUDIES, SECONDED
BY SENATOR GRAY. The motion prevailed on a voice vote.

SENATOR MAHER MOVED, SECONDED BY SENATOR TIDEMANN, TO LIMIT THE
MEMBERSHIP OF THE 2012 INTERIM STUDIES TO NO MORE THAN FIFTEEN MEMBERS. The
motion prevailed on a voice vote.

Staff Direction

Mr. Reuben Bezpaletz, Chief of Research Analysis and Legal Services, suggested that the study of
emerging oil and gas exploration in South Dakota committee consider taking a trip to Williston, North
Dakota, which is where the oil fields are located or to Bismarck, the state capital, to learn directly from
the people involved in the development of the oil boom.

Mr. Bezpaletz stated that South Dakota owns the mineral rights on many thousands of acres of land
that originally were granted as part of statehood or were severed from property as part of rural credit
foreclosures. He said that the topic of severed mineral rights among individual landowners has been
controversial ever since he began working in LRC.

Mr. Bezpaletz reviewed some of the legal aspects of the topic regarding severed mineral rights and
asked for direction on how the Executive Board wants the committee to proceed with the study.

Senator Maher said it would be beneficial for the committee to travel to Harding County to learn about
some oil fields that are in place in the county.

Chair Turbiville directed Mr. Bezpaletz to prepare a paper to address the scope and subject matter of
this committee to present at the May meeting of the Board.

The Chair said that a survey will be sent to legislators to assess interest in serving on selected
committees and that membership of those committees will be appointed at the May meeting.

Chair Turbiville directed Board members to contact Mr. Fry with recommendations for Issue
Memoranda.

The Board elected to reestablish a November meeting date.

Chair Turbiville said that nine director evaluations were returned and that he will discuss the results
with the LRC Director and address recommendations.

Representative Lucas said that he agreed with discussing matters noted in the evaluations with Mr.
Fry; however, there were six members who did not complete an evaluation. He said that it is very
important for Board members to make an effort in this regard.

Chair Turbiville said that the Executive Committee might meet before the May meeting to discuss
legislative travel policy.

Adjournment
REPRESENTATIVE ABDALLAH MOVED, SECONDED BY REPRESENTATIVE LUCAS, THAT THE

BOARD ADJOURN. The motion prevailed on a voice vote.
The Executive Board adjourned at 12:50 p.m.
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D All Legislative Research Council committee minutes and agendas are available at the South Dakota Legislature’s
— Homepage: http://leqis.state.sd.us. Subscribe to receive electronic notification of meeting schedules and the
availability of agendas and minutes at MyLRC (http://leqis.state.sd.us/mylrc/index.htm).
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