AGENCY OVERVIEW Date: 12/13/2006
108 SECRETARY OF STATE Time: 14:51:30

STATUTORY AUTHORITY
North Dakota Constitution, Article V, Section 12; North Dakota Century Code Title 10 and Title 16.1; North Dakota Century Code Chapters 15.02, 54-09, 35-01, 35-17, 35-21,
35-29, 35-30, 35-31, 35-05,41-09 ,43-07, 44-06, 45-10, 45-10.1, 45-11, 45.22, 45-23, 47.22, 47-25, 50-22, 53-01, 54-05.1, 54-16, and 55-01.

AGENCY DESCRIPTION

The agency is the office of record for certain legal documents generated by the executive and legislative branches of state government; the office of record for public records and
notices including various business entities; and it performs a wide range of licensing, regulatory, registration, and administrative functions within four operating divisions. The
agency performs these functions in accordance with the requirements of the state's constitution and laws.

AGENCY MISSION

To serve the people of the State of North Dakota and its guests; execute with integrity the duties required by the North Dakota Constitution and the North Dakota Century Code;
collect and preserve the records of the State as defined by the law; act as an ambassador for the State of North Dakota, its people, and its way of life. This mission will be
dispatched effectively, efficiently, expeditiously, courteously, and with financial responsibility.

AGENCY PERFORMANCE MEASURES

Although it does not a formal written program, the agency managers do have access to various processes for tracking productivity, effectiveness, efficiency, quality of customer
service, and compliance with laws. It is anticipated with the migration to the SOSKB platform, for which funding is being requested for in this budget, the statistical tracking of
information will be improved.

MAJOR ACCOMPLISHMENTS

Enhanced agency website, which receives approximately 1,400,000 per hits on an annual basis on its various pages and sections.
Enhanced 24/7 live business records search on agency website which displays data about business entities filed with the agency.
Enhanced website for access to annual reports filed by businesses that allows customers to complete them on-line, print them, sign them, and mail them to the agency.

Began planning for migration from AS/400 platform created in 1988/1992 to new platform, Secretary of State Knowledge Base (SOSKB) system, specifically designed for agency
operations. It will greatly enhance services for customers and provide for productivity gains.

Initiated the mandated migration of the Central Indexing System (CIS) from the state’s mainframe to new SOSKB operating platform. This will greatly enhance the agency’s CIS,
which is connected to the state’s 53 counties, to provide direct access on the Internet for lien searches and filings.

Continued to enhance the agency’s Election Management System and launched a new and expanded election section on agency website to provide more information about
elections, candidates, campaign contributions, and receiving election night returns from the state’s counties.



Started work on Election Administration System housing centralized county poll books and providing other election related administrative support functions.
Along with the state’s 53 counties, successfully implemented the Help America Vote Act of 2002 (HAVA), a federal program for election reform.
Successfully completed five-year effort to amend Article XII of the state’s constitution removing corporate governance barriers, which was approved by voters with favorable vote

on Measure No. 2 on the June 13, 2006, statewide ballot.

FUTURE CRITICAL ISSUES
Costs to continue include those related to the 2nd year of salary increases.



REQUEST SUMMARY Date: 12/13/2006
108 SECRETARY OF STATE Bill#: SB2002 Time: 14:51:30
Biennium: 2007-2009
Expenditures Present Budget Requested Budget Optional
2003-2005 Budget Request 2007-2009 Budget
Description Biennium 2005-2007 Change Biennium Request
BY MAJOR PROGRAM
SECRETARY OF STATE OPERATIONS 4,146,328 4,551,675 -88,784 4,462,891 824,153
PUBLIC PRINTING LEG LAW BOOKS 318,082 327,000 -23,500 303,500 0
FEDERAL ELECTION REFORM 4,278,706 9,684,728 -4,203,571 5,481,157 0
TOTAL MAJOR PROGRAMS 8,743,116 14,563,403 -4,315,855 10,247,548 824,153
BY LINE ITEM
SALARIES AND WAGES 2,121,565 2,346,114 49,596 2,395,710 0
OPERATING EXPENSES 2,020,942 2,182,561 -123,380 2,059,181 824,153
CAPITAL ASSETS 0 15,000 -15,000 0 0
PETITION REVIEW 3,821 8,000 0 8,000 0
ELECTION REFORM 4,278,706 9,684,728 -4,203,571 5,481,157 0
PUBLIC PRINTING OPERATING 318,082 327,000 -23,500 303,500 0
TOTAL LINE ITEMS 8,743,116 14,563,403 -4,315,855 10,247,548 824,153
BY FUNDING SOURCE
GENERAL FUND 4,122,109 4,594,363 -292,715 4,301,648 824,153
FEDERAL FUNDS 4,278,706 9,504,040 -4,022,883 5,481,157 0
SPECIAL FUNDS 342,301 465,000 -257 464,743 0
TOTAL FUNDING SOURCE 8,743,116 14,563,403 -4,315,855 10,247,548 824,153
TOTAL FTE 27.00 27.00 .00 27.00 .00




REQUEST DETAIL

Date: 12/13/2006

108 SECRETARY OF STATE Bill#: SB2002 Time: 14:51:30
Biennium: 2007-2009
Expenditures Present Budget Requested Budget Optional
2003-2005 Budget Request 2007-2009 Budget
Description Biennium 2005-2007 Change Biennium Request
SALARIES AND WAGES
SALARIES - PERMANENT 1,496,575 1,567,198 106,086 1,673,284 0
SALARIES - OTHER 68,549 61,596 -61,596 0 0
OVERTIME 0 87,314 -8,769 78,545 0
FRINGE BENEFITS 556,441 630,006 13,875 643,881 0
SALARY INCREASE 0 0 0 0 0
BENEFIT INCREASE 0 0 0 0 0
TOTAL 2,121,565 2,346,114 49,596 2,395,710 0
SALARIES AND WAGES
GENERAL FUND 2,121,565 2,321,102 34,865 2,355,967 0
FEDERAL FUNDS 0 0 0 0 0
SPECIAL FUNDS 0 25,012 14,731 39,743 0
TOTAL 2,121,565 2,346,114 49,596 2,395,710 0
OPERATING EXPENSES
TRAVEL 33,598 31,000 10,350 41,350 0
SUPPLIES - IT SOFTWARE 6,672 5,500 0 5,500 0
SUPPLY/MATERIAL-PROFESSIONAL 4,459 4,000 0 4,000 0
MISCELLANEOUS SUPPLIES 15,025 1,000 0 1,000 0
OFFICE SUPPLIES 35,889 35,000 0 35,000 0
POSTAGE 146,517 138,000 10,000 148,000 0
PRINTING 96,434 82,000 1,800 83,800 0
IT EQUIP UNDER $5,000 47,986 24,000 0 24,000 0
OTHER EQUIP UNDER $5,000 2,816 0 0 0 0
OFFICE EQUIP & FURN SUPPLIES 2,766 10,000 0 10,000 0
INSURANCE 9,374 9,500 -4,300 5,200 0
REPAIRS 18,255 15,000 9,709 24,709 0
IT - DATA PROCESSING 1,366,367 1,581,027 -143,352 1,437,675 0
IT-COMMUNICATIONS 43,971 49,500 3,500 53,000 0
IT CONTRACTUAL SERVICES AND RE 155,091 157,687 -57,687 100,000 824,153
PROFESSIONAL DEVELOPMENT 15,427 14,947 0 14,947 0
OPERATING FEES AND SERVICES 9,346 14,000 17,350 31,350 0
FEES - PROFESSIONAL SERVICES 10,949 10,400 29,250 39,650 0
TOTAL 2,020,942 2,182,561 -123,380 2,059,181 824,153




REQUEST DETAIL

Date: 12/13/2006

108 SECRETARY OF STATE Bill#: SB2002 Time: 14:51:30
Biennium: 2007-2009
Expenditures Present Budget Requested Budget Optional
2003-2005 Budget Request 2007-2009 Budget
Description Biennium 2005-2007 Change Biennium Request
OPERATING EXPENSES
GENERAL FUND 1,678,641 1,742,573 -108,392 1,634,181 824,153
FEDERAL FUNDS 0 0 0 0 0
SPECIAL FUNDS 342,301 439,988 -14,988 425,000 0
TOTAL 2,020,942 2,182,561 -123,380 2,059,181 824,153
CAPITAL ASSETS
EQUIPMENT OVER $5000 0 15,000 -15,000 0 0
TOTAL 0 15,000 -15,000 0 0
CAPITAL ASSETS
GENERAL FUND 0 15,000 -15,000 0 0
FEDERAL FUNDS 0 0 0 0 0
SPECIAL FUNDS 0 0 0 0 0
TOTAL 0 15,000 -15,000 0 0
SPECIAL LINES
PETITION REVIEW 3,821 8,000 0 8,000 0
ELECTION REFORM 4,278,706 9,684,728 -4,203,571 5,481,157 0
PUBLIC PRINTING OPERATING 318,082 327,000 -23,500 303,500 0
TOTAL 4,600,609 10,019,728 -5,424,149 5,792,657 0
SPECIAL LINES
GENERAL FUND 321,903 515,688 -204,188 311,500 0
FEDERAL FUNDS 4,278,706 9,504,040 -4,022,883 5,481,157 0
SPECIAL FUNDS 0 0 0 0 0
TOTAL 4,600,609 10,019,728 -4,227,071 5,792,657 0
FUNDING SOURCES
GENERAL FUND 4,122,109 4,594,363 -292,715 4,301,648 824,153
FEDERAL FUNDS 4,278,706 9,504,040 -4,022,883 5,481,157 0
SPECIAL FUNDS 342,301 465,000 -257 464,743 0
TOTAL FUNDING SOURCES 8,743,116 14,563,403 -4,315,855 10,247,548 824,153




CHANGE PACKAGE SUMMARY

Date: 12/13/2006

108 SECRETARY OF STATE Bill#: SB2002 Time: 14:51:30
Biennium: 2007-2009
| Description FTE General Fund Federal Funds Special Funds Total Funds
AGENCY BUDGET CHANGES
Cost To Continue .00 19,865 3,308 14,731 37,904
1 Public Printing Cost Adjustment .00 -23,500 0 0 -23,500
2 Not Used .00 0 0 0 0
3 Workload / Inflationary Adjustments .00 -108,392 0 -14,988 -123,380
4 Adjustment to Grants .00 -180,688 -5,246,769 0 -5,427,457
5 Not Used .00 0 0 0 0
6 Help America Vote Act Adjustments .00 0 1,220,578 0 1,220,578
Agency Total .00 -292,715 -4,022,883 -257 -4,315,855
OPTIONAL REQUEST
1 SOSKB Migration Project .00 824,153 0 0 824,153
Optional Total .00 824,153 0 0 824,153




BUDGET CHANGES NARRATIVE Date: 12/13/2006
108 SECRETARY OF STATE Time: 14:51:30

| Change Group: A | Change Type: A | Change No: 1 | Priority:

Public Printing Cost Adjustment -

The reduction in the public printing appropriation was based on a letter dated June 9, 2006, from the Legislative Council, which indicated costs for the publications funded under
public printing had been reduced. See public printing narrative for explanation.

| Change Group: A | Change Type: A | Change No: 2 | Priority:

Not Used -

This change package was not used.

| Change Group: A | Change Type: A | Change No: 3 | Priority:

Workload / Inflationary Adjustments -

a. Travel —adjusted upwards to allow for travel to additional conferences and to facilitate meeting with the cooperating state in the implementation of SOSKB project.

b. Insurance — reduction due to reduced risk management premium.

c. Operating fees — increase is due to credit card discount charges. Since the inception of the use of credit cards and for several bienniums, the Bank of North Dakota did not
charge the agency discount fees. They changed this policy during this biennium and as result, we need to budget for that expense, which we did not have before.

d. Professional services — we have retained the services of an outside firm to help with the editing and formatting of the Blue Book. In prior bienniums, the formatting was
included in the bid for the printing contract. However, we did not have adequate quality and creative control. With the change, we are anticipating that the printing contract will
be reduced accordingly to offset some of this increase.



| Change Group: A | Change Type: A | Change No: 4 | Priority:

Adjustment to Grants -

In the 2005/2007 biennium, the grants line represented the voting equipment that was deployed to each of the state’s counties. Now that the equipment has been deployed, there is
no need to have the grants line at the level where it was to accommodate the purchased and distribution of the equipment. Use of the Title Il Election Reform Funds no longer
requires a general fund match.

| Change Group: A | Change Type: A | Change No: 5 | Priority:
Not Used -
| Change Group: A | Change Type: A | Change No: 6 | Priority:

Help America Vote Act Adjustments -

These adjustments are needed to cover the costs of operating the election system and others related to the HAVA program.

| Change Group: A | Change Type: A | Change No: 100 | Priority:

OMB SOSKB Migration Project -

This project was evaluated by SITAC and ranked as the number 5 priority of 14 large projects.

SOS is currently moving all of Central Indexing from the Mainframe to SOSKB. This software also contains management tools for those applications currently hosted on the
AS/400, which, according to ITD, is not a long term platform to which the Secretary of State's office should remain tied due to a lack of available programmers for this platform.
Housing all applications in this software package will greatly increase customer online services and therefore greatly improve office efficiencies.



SOSKB provides a wide variety of online services for the customers required to work with our office. This gives the customer access to our office 24/7 without the absolute need
to speak to someone in our office. It will allow the customer to spend normal working hours dealing with their own customers and giving them the opportunity to interact with the
agency when it is best for them. This also has the added benefit of providing greater efficiencies for our office staff members.

ND has a growing economy with an ever increasing number of businesses starting, expanding, and moving into the state. As businesses increase, so do the required number of
filings with this agency. Failing to move forward with this project will make it difficult to provide exceptional customer service since our FTEs are not likely to increase. Not
implementing will force more customers to interface with our agency only during business hours and only when a staff member is available.

ITD is recommending a budget of $824,153 for this project. This amount includes an estimated $749,230 based on the requirements delivered during the SITAC interview process
plus an additional $74,923 for scope changes. The additional 10% is based on ITD's experience with scope changes in projects this size.

By the 2007/2001 biennium SOS should be completely removed from the AS/400, which should allow our data processing rates for the agency to drop since we will no longer be
running the two systems simultaneously. In the biennium to follow, the Mainframe Migration project should be completed, therefore allowing us to reduce our data processing
rates once again since we will no longer be paying the agreed to contractual amount, which again is essentially the cost of keeping two duplicate systems running.

| Change Group: O | Change Type: A | Change No: 1 | Priority: 1

SOSKB Migration Project -

This project was evaluated by SITAC and ranked as the number 5 priority of 14 large projects.

SOS is currently moving all of Central Indexing from the Mainframe to SOSKB. This software also contains management tools for those applications currently hosted on the
AS/400, which, according to ITD, is not a long term platform to which the Secretary of State's office should remain tied due to a lack of available programmers for this platform.
Housing all applications in this software package will greatly increase customer online services and therefore greatly improve office efficiencies.

SOSKB provides a wide variety of online services for the customers required to work with our office. This gives the customer access to our office 24/7 without the absolute need
to speak to someone in our office. It will allow the customer to spend normal working hours dealing with their own customers and giving them the opportunity to interact with the
agency when it is best for them. This also has the added benefit of providing greater efficiencies for our office staff members.

ND has a growing economy with an ever increasing number of businesses starting, expanding, and moving into the state. As businesses increase, so do the required number of
filings with this agency. Failing to move forward with this project will make it difficult to provide exceptional customer service since our FTESs are not likely to increase. Not
implementing will force more customers to interface with our agency only during business hours and only when a staff member is available.

ITD is recommending a budget of $824,153 for this project. This amount includes an estimated $749,230 based on the requirements delivered during the SITAC interview process
plus an additional $74,923 for scope changes. The additional 10% is based on ITD's experience with scope changes in projects this size.

By the 2007/2001 biennium SOS should be completely removed from the AS/400, which should allow our data processing rates for the agency to drop since we will no longer be
running the two systems simultaneously. In the biennium to follow, the Mainframe Migration project should be completed, therefore allowing us to reduce our data processing
rates once again since we will no longer be paying the agreed to contractual amount, which again is essentially the cost of keeping two duplicate systems running.



