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WWW.BANKLOCALSD.COM
- by Greg McCurry, President & CEO

I am excited to formally announce our recent launch of a new website resource for
consumers, www.banklocalsd.com.
We have created a new resource for the citizens of South Dakota where they can find true
community banks near them and where they can view the benefits of banking locally with a
ICBSD member bank.
As the ICBSD along with the ICBA and community bankers across our nation, celebrates
April as Community Banking Month, the ICBSD is proud to promote and highlight it’s
members among the more than 6,000 such institutions which have a 250-year tradition of
relationship banking. At community banks, loans aren’t driven by the amount of fees and income they will bring the
bank, but by the specific needs of the customer and what’s in their best interests.
We all know community banks do not sacrifice their integrity or the hard-earned trust of our customers for the
quest for boundless profits. Local, community banking is built on a foundation of lifelong partnership, where the
interests of all parties are valued.
As we recognize April as Community Banking Month, we are urging all consumers to consider the benefits of
banking locally:
• Personal Service—66 percent of Americans want a more personal relationship with their financial institution.
• Hometown Support—$68 out of every $100 spent at locally owned businesses stays in the community.
• Trusted Advisor—Community banks are the lender of choice for small businesses, above large banks,
credit unions and nonbank lenders.
• Local Credit Decisions—Community banks consider character, family history and discretionary spending
when making loan decisions.

Moving forward we will continue to promote community banking directly to the citizens of our great state. We
will never stop encouraging people to stop by a local community bank and learn how a community bank can help
them realize financial dreams—and contribute to a more vibrant and sustainable economy in South Dakota.

#icbsdretreat17

M a ke Plans N ow . . .

Join Community Bankers from across South Dakota
July 27 - 29 at the Sylvan Lodge, Custer, SD
FIND OUT MORE & VIEW THE
FULL AGENDA ONLINE
www.icbsd.com/retreat

MAKE YOUR ROOM OR CABIN
RESERVATIONS NOW BY CALLING
888-875-0001
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A cut above
the rest.
You are as unique as your clientele.

ICBA Bancard & TCM Bank have payment solutions designed to
meet the unique needs of community banks. From debit and credit
card solutions to portfolio consultations, our customized offerings will
do the work for you.

icbabancard.com

ICBA’s products and services are tailored to suit your needs.
Developed for community banks by community bankers.
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Member Spotlight

3 Steps to Modernize Your Branch

In this day and age, many would have you believe that the physical banking branch
is on its way out. You’ve heard it time and time again, people are using mobile apps
and websites to handle their business. So why would anyone want or need to visit a
bank in person? Contrary to popular belief, statistics show that not only are people actively seeking out physical
branches for financial advice, but they are more satisfied with their experience and likely to recommend their bank
after meeting with an advisor at a branch (Market Force October 2016 The Financial Brand). In order to compete
with the online world and remain relevant, branches need to actively be on the lookout for exciting and new
technologies that will keep people happy, interested and engaged. Successful branches have been able to do this
by investigating upcoming trends, identifying what makes the most sense for them, and efficiently implementing
these changes.

1.

2.

3.

Investigate Trends

Times are changing, and technology is advancing quickly. What was new last year is old hat now, and it is
important to stay up to date in order to remain relevant with millennials and younger customers.
Biometrics, robotics, beacon technology, internet of things…what does all of this mean? There are multiple
companies, websites, blogs and articles dedicated to the research of these ideas. It would behoove you to
peruse the internet for all of these options, but also to visit different branches in your region and the
surrounding areas. What are your competitors doing? Are they on the right track with their technology
strategies? Are they doing something that you could be doing better? Any and all research will lead you in
the right direction and help with your decisions in the next step of the process.

Identify Your Options

Once you have investigated all the new and exciting technology trends, it is important to narrow in on
which ones make the most sense for your branch. Some ideas may be too expensive, too modern for your
region, or not fit with your culture. The goal of modernizing is to encourage people to interact while at your
branch, but not at the expense of your day to day productivity. If a certain idea or product will require too
much of your time and effort, then it may not be feasible to achieve. In order to make the best impression
on your customers, you need to make sure that what you are putting forth is your best effort. If you love
an idea, but are unable to complete it in a way that is professional and engaging, it may be better to use a
different idea that you will be able to operate well.

Implement Changes

You’ve done your research, you’ve decided on a path, and now it’s time to implement! This part of the
process may require multiple steps, such as contacting an architect for advice, ordering new equipment,
and pinpointing the exact location of where your new technology will be placed. You will also need to
create a process that all employees will be able to follow when interacting with customers. For example, if
you are implementing technology counters for customer convenience, it is important for your employees
to understand what this service is able to offer on its own, and when their help will be necessary. Small
changes like these can change the flow of your work day by allowing simple transactions to take place
without much help and allow you to focus on more important meetings involving mortgages, financial
planning, etc.

Once you have been able to accomplish all three steps you will be well on your way to remaining current, modern and interesting. This process will need to be repeated multiple times throughout the years, but can be done as
often as you want or are able. Advancements in technology are exciting, and can add a new depth to your interactions. By staying up to date, you will show your customers that their convenience and satisfaction is your number
one priority.
Jeff Pflipsen, Partner
jpflipsen@htg-architects.com
952-278-8880

FEDERAL
DELEGATE’S
REPORT
by Emily Hofer
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Call me at
605.201.1864

Spring – my favorite time
of year! On top of the
weather changing, the opening of baseball season and
Based in Sioux Falls, SD,
everything greening up,
serving South Dakota, Nebraska,
spring brings the ICBA National Convention and
Minnesota and Iowa.
ICBA Capital Summit. These two premiere events
are the highlight of my year as a Federal Delegate.
Last month, a large contingent of SD Community
Bankers travelled to San Antonio to learn from
industry experts, network with peers, and celebrate
victories for our industry. I always come home
recharged and fired up to keep fighting for
franchise value, reg relief, and tax equality for our
industry.
At Convention we heard from some very
powerful speakers. Carey Lohrenz was the first
female F-16 fighter jet pilot. She emphasized trust,
Why choose Bell as your
courage and a dedication to excellence in her
bank’s lending partner?
presentation. Lohrenz reminded us, “Tenacity
fuels dreams.” ICBA and its leadership are nothing
As your partner, we share
if not tenacious. This association continues to exist
your values. You’ll find
with a determined mission to help all community
service, integrity and trust –
banks succeed.
Successful community bankers are often called
and the feel of a community
upon to be leaders. I’m sure each of your resumes
bank like yours.
are filled with leadership roles in your community,
church, and civic groups. To attain those positions
Together,let’s make it happen.
you do the right thing day after day, week after
week, and year after year. You have taken risks
and dealt with success and failure. No matter the
outcome, you have been a difference maker for all
• Commercial & ag participation loans
of these groups. This is what sets a community
• Bank stock & ownership loans
bank apart from a megabank. As local small
• Bank building financing
businesses ourselves, our focus is Main Street not
Wall Street. We reinvest in the communities we
• Business & personal loans for bankers
call home. We do business with the same people
we see every day at the grocery store, church, and
bellbanks.com | Member FDIC
school events. Our reputation is on the line every
time we step out of our homes.
The onslaught of regulation and an uneven playing field with non-bank competitors has made doing our jobs harder each year.
Community bankers have fought hard to earn a sterling reputation for outstanding and innovative customer service, smart
banking practices, and a commitment to local communities. I and several other leadership bankers from ICBSD will travel to
Washington DC in early May for the ICBA Capital Summit to engage Congress face-to-face and advocate for our industry. As
we prepare for our meetings with SD’s elected officials, we would appreciate examples of how doing the right thing for our customers were hindered by regulation or of how local communities and school districts have lost out because of regulatory burden
and unequal competition. We all have a duty to help ICBA amplify our message.
I encourage you to review ICBA’s Plan for Prosperity and Top Current Issues on its website. These will be the issues that we
take to our policymakers next month.
Thank you for giving me the opportunity to serve on the Federal Delegate Board. Time sure flies. I’m one year into my term,
and I have learned so much, have met many passionate community bankers from across the country, and have told the
community bank story to anyone who will listen! Feel free to contact me at any time, if you have questions, comments, issues,
etc. I’m always happy to hear from other bankers. I can be reached at ehofer@msb-sd.com or 605-660-4790.

14501-V4

Gene Uher
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COMING AND GOING

Supply of government agency debt remains low

By Jim Reber
Answer: The last year before 2015 that aggregate outstanding debt of U.S. government agencies
totaled less than $2 trillion.
Jeopardy (double entendre) question: What is 2000?
Yes indeed, the supply of debt issued by your favorite agencies has continued to dwindle in total.
These bonds have for decades been a staple of well-structured community bank investment portfolios.
As your industry’s profitability continues to grow, along with your bank’s footings, this may present
some challenges for you portfolio managers out there.
Interestingly it’s not a uniform retreat by all issuers. In fact, several of the more familiar names have been growing.
But as supply/demand forces collide to help define fair value, it may be useful to review what was, and is, the market for
these instruments so that an informed community banker can make some good decisions on the behalf of his or her
financial institution.

SIGNIFICANT CONTRIBUTION
It is easy to understand why this investment sector is popular. Agency bonds are simple to analyze, highly liquid, readily
pledgeable, and available in virtually any maturity and callable configuration. Did I mention 20 percent risk-weighted?
Their yields will of course be higher than a comparable Treasury bond, with the spread being a function of their maturity
and call features. At the moment, a five-year agency that can be called in two years has an incremental yield of about 20
basis points (.20 percent) over the curve.
Still, the supply issues coupled with community banks’ growing familiarity with mortgage products and increased need
for tax-free income have caused the average bank’s allocation to agencies to shrink. Ten years ago, about 30 percent of a
typical community bank portfolio was comprised of these agencies. Today, the number is around 10 percent. Nonetheless,
10 percent of anything is significant.

IN THE HEADLINES
What’s old news at this point is the two housing government-sponsored enterprises’ (GSEs’) status in legal limbo.
Technically both Fannie Mae and Freddie Mac are in a conservatorship, and their earnings are being swept into the Treasury
coffers to compensate the taxpayers for the risk we assume as stewards. Accompanying the conservatorship is a requirement that both GSEs shrink their mortgage holdings to $250 billion apiece by the end of 2017.
As their mortgages owned have shrunk since 2008, so have their borrowing needs. Freddie Mac, for example, cut its
outstanding securitized debt by over $200 billion between 2012 and 2016. Fannie Mae’s debt dropped by almost $300 billion in that time. This is the major cause of the decline in the quantity of agency debt through 2016. (Total outstandings of
all agencies for both 2015 and 2016 are just below $2.0 trillion.)

ON THE WAY UP
Other agencies’ borrowing needs are increasing. The largest and most visible is the Federal Home Loan Bank (FHLB)
System. This consortium of regional banks makes collateralized loans to “members,” which are mostly FDIC-insured
depositories. In large part, loan demand at the members’ institutions determines the size of the advance book of a regional
FHLB. The corollary to that is the FHLBs need to borrow most of the dollars required to match-fund the advances.
FHLB debt peaked in late 2007, just as the housing bubble burst. Between 2007 and 2011 advances and debt declined
each year. Since then, however, FHLB borrowings have increased by about $300 billion, which partly replaces the falloff
in Fannie/Freddie supply.

PROOF IN THE PRICES
Accompanying the shrinkage in the supply of securities was the financial crisis of 2008-2009. As we well know,
interest rates were stuck at historic lows for the better part of the last 10 years. Usually, as interest rates decline, the yields
on “spread product”—everything except Treasuries—will fall at a slower rate. Stated another way, spreads tend to widen.
That didn’t happen on agencies between 2008 and 2016. And I must say that vindicated my faith in a free-market
system in which informed buyers and sellers, and supply and demand, determine prices. The need for, and attractiveness
of, these issues meant that prices rose with the benchmark Treasuries even through 500+ basis points of monetary easing.
Agency debt supply seems destined to be stable, but not grow, in the foreseeable future. As we engage a year in what
appears to be in a rising rate scenario, it will be interesting to see if spreads tighten on agency debt. Since they are still at
historic lows, there seems to be little room for further spread shrinkage. These are all arguments for your community bank
maintaining a suitable allocation to the government agency sector.

* * * * *
[Sidebar]
Spreads Snapshot
Vining Sparks, ICBA Securities’ exclusive broker, publishes a weekly summary that displays spreads available on a range
of agency and non-agency investment products. For your copy of the Spreads Snapshot, contact your Vining Sparks sales
rep or visit www.viningsparks.com.

Jim Reber is president and CEO of ICBA Securities and can be reached at 800-422-6442 or jreber@icbasecurities.com.
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FROM THE
CHAIRMAN

Scott Heitkamp, Chairman of ICBA

We are the difference
makers

As I write my first column as
ICBA chairman, I’m filled with
excitement, pride and determination. I look forward to seeing so
many of you throughout the year
as I travel the country and have the honor to represent and
advocate for our great industry.
I had a taste of what this year will be like when I joined
so many of you at ICBA Community Banking LIVE in San
Antonio last month. There, I had the opportunity to speak
with you about my priorities as chairman, our common
challenges and goals, and one of my favorite stories, which
demonstrates the power we all have to make a difference
and how each action has a ripple effect.
The story recounts a man who was walking along the
beach when he noticed a boy picking something up and
gently throwing it back into the ocean. Approaching the
boy, he asked, “What are you doing?”
The boy replied, “Throwing starfish back into the ocean.”
The surf was up and the tide was going out. “If I don’t
throw them back, they’ll die.”
“Son,” the man said, “don’t you realize there are miles
and miles of beach and hundreds of starfish? You can’t
make a difference!”
After listening politely, the boy bent down, picked up
another starfish and threw it back into the ocean. Then,
smiling, he said, “I made a difference for that one!”
Now that we’re all back home in our communities,
I wanted to remind you of that powerful visual and
narrative.
We are difference makers, just like that little boy. That
loan you make, that idea you have, is a difference maker in
the life of your customer and for the community. Never
forget that. As community bankers, we not only power
capital, we also power dreams.
To showcase the power of community banks to make a
difference, ICBA recently released a video, “Community
Banking: Know the Difference,” which you can share
during ICBA Community Banking Month. But as you’ll
see, the video should be shared long after the event wraps.
In the video, you see money from a water tower going into
the small businesses that line Main Street. And that’s what
we do every day.
While money doesn’t really pour out of water
towers—it sure would be nice if it did—the analogy holds:
Community banks are the water towers that keep their
communities thriving and protected from a capital drought.
If you haven’t seen the video yet, or downloaded
ICBA’s Community Banking Month marketing and
communications toolkit, I encourage you to do so. That
way, you can continue to spread the positive story of your
community bank and community banks across the nation
with your local media, customers and other stakeholders.
We need to build on the storytelling that Rebeca
Romero Rainey, our fearless immediate past chairman,
encouraged us all to do. We must tell our story, and ICBA
Community Banking Month is a great time to do it. If we
don’t talk about how community banks are difference
makers, nobody else will. It’s up to us to make sure
everyone knows where community banks stand and that
we’re the difference makers for our communities.

FINE POINTS

by Camden R. Fine,
President & CEO of ICBA

Let’s see it through

Now is a great time to be a community
banker. Spring brought with it a powerful
and successful ICBA Community Banking
LIVE national convention. And as we
look ahead to the ICBA Capital Summit
kicking off this month in the nation’s
capital, our industry is well positioned to achieve some historic
policy victories in Washington.
We have fought long and hard for tiered, proportional
regulation for community banks. We have battled for the kind of
substantial relief that will truly energize our local economies, and
now we’re on the verge of getting it. But before we get carried
away, let’s remember that we have been fighting for meaningful
relief for years—and we’re not there yet.
Nothing in Washington is ever easy. Seeing significant
reforms through to the president’s desk is always hard work, no
matter who is in charge. Now is the time for community bankers
to rededicate ourselves to the job at hand. Now is our chance to
dig deep, stay active and see regulatory relief all the way through
to the end.
After all, we have gotten this far only through the hard work
of those who came before us. Our mission goes back to ICBA’s
formative day.
May 9, 1930. Amid a financial panic, 28 community bankers
gathered to discuss what to do about two large bank holding
companies intent on vacuuming up every local bank in the Ninth
Federal Reserve District. Rather than sell out, these independent
bankers passed a hat for donations, used their collective strength
to resist, and founded what is now ICBA.
Those individuals stood up for our industry’s principles of
relationship banking and our nation’s ideals of independence and
localized service. What brought them together then is the same
thing that binds us together today. Our strength still comes from
collective action, our actions remain guided by principle, and our
achievements are due to nothing less than hard work.
So in this season of rising temperatures and sunlit evenings,
we cannot afford to sit back and rest on our laurels. We have far
too many issues up in the air: regulatory relief, tax reform, credit
union and Farm Credit System mission creep, and more. As optimistic as we might feel about the prospects of meaningful reform,
we must work all the more diligently to finish the job. Now is the
time to meet with lawmakers face to face at the ICBA Capital
Summit, to sign ICBA’s Plan for Prosperity petition on behalf of
meaningful reform, and to ensure we are fully engaged on our
advocacy goals, from the C-suite to the front line.
We cannot allow ourselves to be drowned out amid the clamor
of competing interests in Washington. We have an excellent
opportunity before us, and we cannot afford to waste it. We have
been at it too long to settle for anything less than our absolute
best.
So let’s continue to speak out in solidarity. Let’s continue to
fight on behalf of our independent voice. Let’s keep at it until the
job is done. We owe it to ourselves, to our industry, to our local
communities and to all those who came before us to see this thing
through all the way to the end.
Follow Camden R. Fine on Twitter, @Cam_Fine.
Camden R. Fine (cam.fine@icba.org) is President and CEO
of the Independent Community Bankers of America.
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2017 Webinar
Schedule by Category
COMMUNITY
BANKERS
WEBINAR
NETWORK

As an independent banker, you want
your customers to think local first.
Wouldn’t you rather they do their banking
with you than a mega bank with thousands of locations across the country or
an Internet bank without any branches?
The ICBSD wants you to buy local,
too! Did you know that a portion of the
registration fee for every webinar comes
right back to your state association?
This is not true for other webinars,
even those offered through national
trade associations. That’s why we have
chosen this win-win partnership. Buying
local strengthens the ICBSD, the
services offered, and the independent
bank brand.
So, why not start today? THINK
LOCAL, BUY LOCAL! For more
information on available webinars visit our
website,

Financial Education & Development,
PO Box 1780, Helena, MT 59624
Phone: 406-442-2585 • Fax: 406-442-2357

To register click on “Education”
at icbsd.com
Webinars are scheduled from 2:00-3:30 PM Central Time
unless otherwise indicated.
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AUDITING & ACCOUNTING

HUMAN RESOURCES

5/31/2017 Auditing Call Reports: Compliance, Regulator Expectations
& Best Practices
Michael Gordon & Kris Trainor, Mauldin & Jenkins, LLC
6/5/2017 SPECIAL EDITION Added 111416
Monday Report Writing for Auditors:
Tips, Tools & Best Practices Molly Stull, Brode Consulting Services, Inc.

Postponed 113016
4/5/2017 Human Resource Dos & Don’ts for Supervisors Kay Robinson,
Robinson HR Consulting, LLC
7/11/2017 Regulatory Requirements When Employees Work from Home:
Overtime, FMLA, ADA, Safety & More
Elizabeth Fast, Spencer Fane LLP

COLLECTIONS
6/13/2017 Reporting Customer Credit & Effectively Managing Credit Disputes
David A. Reed, Reed & Jolly, PLLC
6/28/2017 My Borrower Filed Chapter 11 Bankruptcy – Now What?
Eric L. Johnson, Spencer Fane, LLP
Presenter Change 113016
COMPLIANCE
4/25/2017 BSA Compliance Series:
BSA Compliance Hotspots: Regulators, Litigation,
Policies & Procedures
Ann Brode-Harner, Brode Consulting Services, Inc.
6/8/2017 BSA Compliance Series:
New BSA Officer Training, Bill Elliott, Young & Associates, Inc.
7/19/2017 Creating an Effective Suspicious Activity Program:
Efficiency, Examinations & Fraud
Veronica Madsen, Howard & Howard Attorneys PLLC
7/25/2017 E-Compliance Rules, Policies & Best Practices for Email,
Web, Mobile & Social Media, Nancy Flynn, The ePolicy Institute™
DIRECTORS
5/11/2017 Director Series:
Morning What the Board Needs to Know About Vendor Management
Branan Cooper, Venminder
7/6/2017 Director Series:
Morning Raising Capital as an Independent Community Bank
Jeffrey C. Gerrish, Gerrish McCreary Smith, Consultants & Attorneys
FRONTLINE & NEW ACCOUNTS
5/23/2017 Account Documentation Series:
Nonresident Alien Accounts: Opening, Tax ID Numbers,
IRS Issues & More
Dawn Kincaid, Brode Consulting Services, Inc.
7/13/2017 Account Documentation Series:
Closing or Changing Deposit Accounts for Consumers & Businesses
Susan Costonis, Compliance Consulting and Training
for Financial Institutions
7/27/2017 20 UCC Provisions You Must Know When Cashing or Depositing Checks
Chris Collver, Touchstone Compliance & Risk

IRA

Title Change 111416
6/15/2017 Traditional & Roth IRA Plan Establishment & Required Amendments
Frank J. LaLoggia, LaLoggia Consulting, Inc.

IT

5/10/2017 Surviving an FFIEC IT Security Exam
Randall J. Romes, CliftonLarsonAllen LLP
6/1/2017 12 Key Elements of an Effective Digital Marketing Strategy
Eric C. Cook, WSI Internet Consulting
6/7/2017 Developing an Effective Process for Change Control:
Shared Responsibilities, Implementation & Monitoring Brian Vitale,
Compliance Advisory Services
LENDING
4/11/2017 Managing TDRs Start to Finish: Initial Identification to Rewriting to
Non-TDR Status, Tommy Troyer, Young & Associates, Inc.
4/12/2017 Risk Management Series:
Developing a Risk-Based Compliance Audit for Your Loan Portfolio
Susan Costonis, Compliance Consulting and Training for
Financial Institutions
4/20/2017 Agricultural Credit Risk 2017: Answers to Critical Questions
Dr. David Kohl, Virginia Tech
4/26/2017 Securing Collateral Part 2: Form UCC-3 & Amending, Continuing or
Terminating Security Interests, Elizabeth Fast, Spencer Fane LLP
4/27/2017 Compliance in Handling Private Mortgage Insurance (PMI),
Including Recent Rule Changes
David A. Reed, Reed & Jolly, PLLC
5/2/2017 Revisiting TRID Line-by-Line Part 1: Loan Estimate
Title Change 120516
Steven Van Beek, Howard & Howard Attorneys PLLC
5/17/2017 HMDA Data Collection Rules: Preparing for the Extensive
1/1/18 Changes
Susan Costonis, Compliance Consulting and Training for
Financial Institutions
5/18/2017 Securing Collateral Part 3: Legal & Compliance Issues in Obtaining
Priority in Collateral, Including Purchase Money Security Interests
Elizabeth Fast, Spencer Fane LLP
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The Fine Print

RESPONDING TO A SUBPOENA
Vince M. Roche

Joel R. Rische

A litigant frequently needs financial information from their opponent, and a good lawyer knows a great
way to access that information is by subpoenaing the opponent’s bank. That can put the bank in the difficult
position of balancing laws protecting its customer’s privacy with laws requiring it to comply with a subpoena.
Privacy laws, including the Gramm-Leach-Bliley Act and the Right to Financial Privacy Act, generally include
exceptions for subpoenas, but only if properly authorized. Knowing how to respond when a subpoena arrives at
your bank is vitally important to keep the bank out of unnecessary litigation and free from regulatory scrutiny.
There are three basic steps to follow after receiving a subpoena: identify, authenticate, and respond
appropriately.
Three Steps to Follow After Receiving a Subpoena
You must first identify what type of subpoena you have received so you can respond appropriately.
Information identifying the case, court or administrative agency, parties, and type of action is found in the case
caption. The rules that apply to subpoenas vary significantly depending on the type of subpoena (civil, criminal,
or administrative/investigative), and whether it is issued from a state or federal court. Since civil lawsuits are
almost always about money, banks tend to see a lot civil subpoenas. As such, the particular rules discussed in
this article will generally refer to state court subpoenas related to a civil action.
The next step is to authenticate the subpoena to ensure it is both genuine and properly issued. In most
cases, attorneys can issue subpoenas without any prior authorization from the court, and often a subpoena is
simply the printed product of a word processor without a special seal or stamp. Before producing any documents
in response to the subpoena, contact the office of the issuing attorney to confirm that he or she in fact sent it.
A quick Google search will allow you to independently verify the contact information for the issuing attorney
most of the time.
To ensure it is properly issued, first check to make sure the subpoena reasonably identifies the
documents it seeks and a reasonable place for production. The subpoena also needs to have been properly
served, usually by a process server. Finally, the court under whose authority the subpoena is issued needs to have
jurisdiction, that is, authority over the bank. A federal court can issue subpoenas nationwide. But a subpoena
through an out of state court probably is not properly issued to a South Dakota bank unless the bank regularly
conducts business there. There is a process by which out-of-state attorneys can have a South Dakota state court
issue a subpoena for them. Make them follow that process before divulging your customer’s information.
Finally, respond appropriately. If the subpoena is authentic and properly issued, then the bank will be
required to produce the requested documents. If the request seems oppressive, requires the bank to produce
documents at an unreasonable location, or is objectionable for some other reason, then the bank must object in
writing to the issuing attorney before the deadline to comply or within 10 days (14 days in federal court),
whichever is sooner. Failing to make a timely objection to a subpoena will waive any objection.
Properly balancing customer privacy with a bank’s legal obligations to produce documents requires the
bank to evaluate each subpoena it receives using the three steps described in this article. However, questions will
inevitably arise about how the rules apply in a particular case. Many times, those questions can be answered
with telephone call to your attorney, but knowing what to look for (and why) can help a bank quickly get the
correct answer when deciding how to respond to a subpoena.
Vince Roche and Joel Rische are attorneys at Davenport, Evans, Hurwitz & Smith, LLP in Sioux Falls,
SD. Vince Roche can be reached at vroche@dehs.com or 605-357-1250. Joel Rische can be reached at
jrische@dehs.com or 605-357-1259.
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Reflections of a First-Year Legislator
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By Hugh Bartels
My first year in the House of Representatives is now over. Having been an active participant in
the legislative process as a citizen, a school board member, and a banker for the last 36 years I had
an idea of what it would be like but not the daily routine for 38 days. I knew I would be busy, but
not as busy as it turned out to be.
After getting elected, I was asked to be on the Appropriations Committee. Appropriations held
3 days of committee orientations and scheduling prior to the session starting. My daily schedule
in Pierre was a 7:15 a.m. briefing with the Legislative Research Council (LRC) staff, an 8:00
committee hearing, followed by a 1:00 caucus meeting, then to a 2:00 floor session. The evenings
were full of receptions and a few dinners.
The purpose of the Appropriations Committee is to set the budget for the State. To speed the process the Senate and
House Appropriations Committees meet as a joint committee (JCA). We received 4 to 5 presentations per day from every
agency and department in state government. After that we started working to gain a better understanding of the various
requests and budgets. We also review the Governor’s and LRC’s revenue projections. We then set our best estimate of the
general fund revenue for the balance of FY 17 and for FY 18. The next step was finalizing Budget Setting Motion Sheets
for each department and agency, balancing to our revenue projection. Not an easy task.
While working on the FY 17 budget s the revenue estimate was lowered first by $268 million and then another $286
million. Yes, $54 million in changes. Other issues included selling various pieces of State owned real estate, bills to
authorize the new SDSU Animal Disease Research and Diagnostic Laboratory, plus a few more.
During our first floor session, we are sworn into office. Standing and reciting the Oath of Office with the 70 members
of the House is truly an experience. After that we had to prepare for committee hearings by reading and researching the
bills on the agenda. One key was to listen to the testimony and develop questions or concerns regarding the purpose, intent
or language of the bill. Most of this can be heard daily by going to the state’s website: sdlegislature.gov.
Early in the session IM 22 was front and center, including how it should be addressed. Repeal and replace or try to fix
it so it would be Constitutional and workable? A consensus was reached to repeal and replace. This was a bipartisan effort
in the House with bills being authored and amended by both Democrats and Republicans. We managed to settle all issues
before we left last week except one: campaign finance contribution limits. There will be a committee to review campaign
finance and offer suggestions for next year’s session. I hope we will see limits on contributions to ballots initiatives and
constitutional amendments that was left out of IM 22 by out of state PACS and authors.
I was appointed to the Revenue Subcommittee in the middle part of the session. That was an important assignment
that led to a recommendation which JCA accepted on February 14th. Soon after that the Senate wanted to increase the
FY 18 revenue estimates so increases could be appropriated for schools. The House members ended up blocking this effort
since no new source of revenue was provided. Asking for more without a source of revenue did not meet my personal test
of a balanced budget., which we in the House worked on every day. Especially when you look at our top three revenue
sources – sales taxes, excise taxes and insurance taxes – were all down.
The last week the budget process moves quickly and several bills that had moved through one house needed to be modified in the other house and the differences settled in a conference committee. One such bill was SB 35 which set the local
real estate taxes for K 12 education. I was appointed to this conference committee. We made changes to reflect the 0.3
per cent index change in aid to education. The bill also repealed the percentage split of the half cent sales tax passed the
previous year. This repeal was an important step. Sales tax collections are down for the current FY 17 budget. K-12 school
aid was $3,724,000 too high and would have to be lowered by $1,182,000 for FY 18. By repealing the percentage split,
we held education harmless for the shortfall in sales taxes and gave it 0.3 per cent inflation factor index required by last
year’s bill. In conference, I also added an amendment to retain important language on the methodology of distributing
money to the Technical Institutes for high cost and high need instructors. We also added an inflationary index increase to
start in FY 19. LATI and the Watertown School District thought both were important.
Working in a different chamber than D-5 Sen. Neal Tapio, D-5 Rep. Nancy York and I only ran into him a couple of
times a week. Rep. York and I compared notes and keep each other abreast of communications from home and issues
every day. I loved kidding her about her easy schedule of committee meetings only two days per week, but she was there
every morning sitting in on committees to follow bills of interest to our district. She was a big help to me since I spent
almost every minute in Appropriations.
I look forward to working on the Interim JAC this summer and fall. We will meet 4 to 6 times to review programs and
approve limited changes in the budget. I have also been appointed to two National Conference of State Legislature committees by the Speaker of the House. Through these committees, I hope to become better acquainted with how Medicaid
works and the changes currently being discussed in Washington D.C. Medicaid is the second largest use of general funds
dollars in South Dakota.
If you have issues or need assistance on a state issue please feel free to contact me at home or email
hugh.bartels@sdlegislature.gov Going to Pierre has been a wonderful and educational opportunity. I would like
to thank the voters of District 5 for their trust and confidence.
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