TECHNICAL INSTITUTE FUNDING TASK FORCE
Study Assignment

The South Dakota Legislature, through the passage of House Bill 1279 in 2007, created
the task force and assigned to it the tasks of evaluating the current system of funding
postsecondary technical institutes and recommending alternative financing and allocation
options.

Summary of Interim

The task force began its work by visiting the three technical institutes located in eastern
South Dakota. On Monday, August 13, 2007, members convened in Watertown at Lake
Area Technical Institute. They learned about the history of postsecondary technical
education in South Dakota and also about the current funding structure of the technical
institutes. President Deb Shephard led the members on a tour of Lake Area Technical
Institute.

The following morning on Tuesday, August 14, 2007, the task force met in Sioux Falls at
Southeast Technical Institute. Task force members, Dr. Rich Gross and John Carlson,
provided a comparison of the state funding formulas used for technical education in four
other states: Florida, Michigan, Montana, and Oregon. John Carlson also presented to
the group information on the Higher Education Price Index (HEPI), which is an inflation
index designed specifically for higher education. Lastly, Jeff Holcomb, President of
Southeast Technical Institute, presented information on the workforce development forums
that had recently taken place in Sioux Falls, and the task force toured some of the facilities
at Southeast Technical Institute.

That afternoon, task force members traveled to Mitchell Technical Institute. Chris
Paustian, President, Mitchell Technical Institute, provided the members with a tour and
discussed a five-point plan for workforce development that was created by the presidents
of the postsecondary technical institutes to address the critical worker shortages that the
state will face in coming years.

On September 5, 2007, the task force traveled west to Western Dakota Technical Institute
in Rapid City. Jeff Holcomb provided the latest fall enrollment counts at the state’s four
technical institutes. Representative Deb Peters explained the history of the state’s Future
Fund. She noted that the cash balance of the fund is growing and that this is likely due to
the fact that the technical institutes no longer receive funding from it. Dr. Rich Gross,
President of Western Dakota Technical Institute, presented information on the set-asides
or the moneys that are deducted from the state funding for technical institutes for specific
purposes like bonding, new programs, day care, and maintenance and repair.

At each of the four technical institutes, the task force members heard from representatives
of the local business community, city government, and from various industries noting how
much they rely on the technical institutes to provide trained workers and continuing training
for existing employees.

The task force completed its work at a meeting on September 26, 2007, in Pierre. J.J.
Linn of the South Dakota Health and Educational Facilities Authority explained to the group
the role of the authority in the bonding process which allows the technical institutes to
construct new facilities. Chris Paustian discussed Perkins Grants, the federal funds that



come to the state for career and technical education. He noted that those funds are
declining, and that they are shared with secondary schools.

Finally, with the help of Representative Deb Peters, the task force began constructing a
funding formula and defining the necessary terms. The members in attendance agreed
that the formula should contain a few essential elements including a growth factor, a
periodic review of the base funding, and a safety net for any of the institutes which may
experience rapid growth in any of its high cost programs. The task force put together the
basic structure of the funding formula while leaving the specific levels of funding and
funding sources to the Legislature when they convene in 2008.

Listing of Legislation Adopted
An Act to establish a new system for funding the postsecondary technical institutes.

This legislation creates, in statute, a funding formula for the postsecondary technical
institutes. The formula is designed to provide consistency in the funding of the institutes.
It contains a growth factor and provides a safety net of additional funding for any institute
that experiences rapid growth in any of its high cost programs. The proposed formula
would be reviewed every three years by the Board of Education, and the board in turn
would make recommendations as to how it might be improved or changed to meet the
needs of the technical institutes.

The legislation also creates a postsecondary technical institute auxiliary fund in the state
treasury. The auxiliary fund is established to finance maintenance and repair, the initial
costs surrounding new programs, and the cost of upgrading and replacing equipment at
the technical institutes.

Summary of Meeting Dates and Places and Listing of Task Force Members

The task force met in Watertown on August 13, 2007; in Sioux Falls and Mitchell on
August 14, 2007; in Rapid City on September 5, 2007; and in Pierre on September 26,
2007.

Members of the task force included: Representative Jeff Haverly, Chair; Senator Orville B.
Smidt, Vice Chair; Senator Nancy Turbak Berry; Tom Bohnet; Representative Thomas
Brunner; Representative Quinten Burg; John Carlson; Representative Bob Faehn; Dane
Gillen; Dr. Rich Gross, President, Western Dakota Technical Institute; Jeff Holcomb,
President, Southeast Technical Institute; James Lawler; Mike Luken; Dave Meyerink;
Senator William Napoli; Senator Ed Olson; Chris Paustian, President, Mitchell Technical
Institute; Debra Shephard, President, Lake Area Technical Institute; and Gary Viken.

Task force staff members were: Clare Charlson; Senior Research Analyst; Annie
Mehlhaff, Principal Fiscal Analyst; and Lisa Shafer, Legislative Secretary.



