AGENCY OVERVIEW Date: 12/14/2006
228 LAKE REGION STATE COLLEGE Time: 14:54:20

STATUTORY AUTHORITY
North Dakota Century Code Chapter 15-10-01.1

AGENCY DESCRIPTION
Lake Region State College is a student-centered, open access, comprehensive community college within the North Dakota University System. The College provides quality
academic education, vocational/technical training, workforce training, educational outreach opportunities, and life-long learning.

LRSC serves more than 2,700 students each year though on-campus and distance delivery. Lake Region State College is proud to collaborate with other North Dakota University
System campuses to offer an associate of arts degree online, a Baccalaureate degree in business in cooperation with Mayville State University in Devils Lake, and an Associate
Applied Science in Law Enforcement through innovative computer-based training and e-learning technology.

AGENCY MISSION

Lake Region State College is a student-centered, open access, comprehensive community college within the North Dakota University System. The College provides quality
academic education, vocational/technical training, workforce training, educational outreach opportunities, and life-long learning. Lake Region is committed to being a responsive
diverse institution that prepares students for successful living and responsible citizenship in a rapidly changing local, national, and world community.

AGENCY PERFORMANCE MEASURES

The North Dakota University System publishes an annual accountability measures report each December, in response to the "flexibility with accountability" expectations of SB
2003 passed by the 2001 Legislative Assembly. Organized according to the six cornerstones of the Roundtable Report, these annual reports provide a useful framework for
focusing the assets of the University System on the high-priority needs of the state. The 6" annual accountability measures report is scheduled for completion in December 2006,
and will be the most current information available to the 2007 Legislative Assembly.

This annual document serves as a primary tool for reporting on the agreed-upon North Dakota University System accountability measures and as a vehicle through which the
system demonstrates its commitment to enhancing the economic and social vitality of North Dakota.

MAJOR ACCOMPLISHMENTS
The college continues to refine the institutional research function to meet needs of Legislative and SBHE mandated accountability measures and has maintained a fiscally sound
operation despite limited resources.

Lake Region State College once again began offering nursing programs in a collaborative effort with Williston State College, Minot State University — Bottineau, and Minot State
University and awarded its first nursing degrees in FY06.

The college continues to expand its Associate in Applied Science degree in American Sign Language and Interpreting in cooperation with North Dakota School for the Deaf. The
program was added to the Sign Language Certificate already in place. A full-time instructor/coordinator was hired with grant funds from a federal grant through St. Paul Technical
College. The college requested continued support from the NDSD in the form of faculty.



The college has expanded outreach offerings where requested in Dual Credit, IVN, Internet, Grand Forks Air Force Base, and off-site delivery areas including Baghdad, Irag and
Thule, Greenland. Online courses continue to grow exponentially. LRSC’s Peace Officer Training program is in its fifth consecutive year of delivery to the Fargo area.

LRSC received a $400,000 grant from the ND Office of Economic Development to establish our Center for Excellence in the first round of project competition. Lake Region's
Center for Optimized Agriculture is currently in its first full production year and the results will not be fully known until harvest is completed in Fall 2006.

The college continues to improve the coordination of strategic planning, program review, and budget process in coordination with the Report of the Roundtable. Lake Region
State’s campus planning process focuses on Roundtable goals when creating its annual plans. Communication of college plans and impact of the Roundtable on the college is
communicated to external audiences through various campus publications.

FUTURE CRITICAL ISSUES
Adjustments for Costs to Continue include the following:
05-07 EXTRAORDINARY REPAIRS — 2005-07 extraordinary repairs. ($43,662)

05-07 MAJ CAP PROJ - 2005-07 major capital projects ($343,875) funding provided a major remodeling of science laboratories and classrooms. The remodeling
eliminated health and safety hazards and provides students with a highly functional space in which to learn science concepts.



REQUEST SUMMARY Date: 12/14/2006
228 LAKE REGION STATE COLLEGE Bill#: HB1003 Time: 14:54:20
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
LAKE REGION STATE COLLEGE 5,079,936 6,177,526 2,120,836 8,298,362 46,515
TOTAL MAJOR PROGRAMS 5,079,936 6,177,526 2,120,836 8,298,362 46,515
BY LINE ITEM
OPERATING EXPENSES 5,032,682 5,789,989 737,678 6,527,667 0
CAPITAL ASSETS 44,831 387,537 -289,842 97,695 46,515
CAPITAL ASSETS-CARRYOVER 2,423 0 0 0 0
CAPITAL ASSETS NON-STATE FUNDED 0 0 1,673,000 1,673,000 0
TOTAL LINE ITEMS 5,079,936 6,177,526 2,120,836 8,298,362 46,515
BY FUNDING SOURCE
GENERAL FUND 5,079,936 6,177,526 447,836 6,625,362 46,515
FEDERAL FUNDS 0 0 0 0 0
SPECIAL FUNDS 0 0 1,673,000 1,673,000 0
TOTAL FUNDING SOURCE 5,079,936 6,177,526 2,120,836 8,298,362 46,515
TOTAL FTE 36.85 36.21 -5.72 30.49 .00




REQUEST DETAIL

Date: 12/14/2006

228 LAKE REGION STATE COLLEGE Bill#: HB1003 Time: 14:54:20
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
OPERATING FEES AND SERVICES 5,032,682 5,789,989 737,678 6,527,667 0
TOTAL 5,032,682 5,789,989 737,678 6,527,667 0
OPERATING EXPENSES
GENERAL FUND 5,032,682 5,789,989 737,678 6,527,667 0
FEDERAL FUNDS 0 0 0 0 0
SPECIAL FUNDS 0 0 0 0 0
TOTAL 5,032,682 5,789,989 737,678 6,527,667 0
CAPITAL ASSETS
LAND AND BUILDINGS 0 343,875 -343,875 0 0
EXTRAORDINARY REPAIRS 44,831 43,662 54,033 97,695 46,515
CAPITAL BUDGET ADJUSTMENT 0 0 0 0 0
TOTAL 44,831 387,537 -289,842 97,695 46,515
CAPITAL ASSETS
GENERAL FUND 44,831 387,537 -289,842 97,695 46,515
FEDERAL FUNDS 0 0 0 0 0
SPECIAL FUNDS 0 0 0 0 0
TOTAL 44,831 387,537 -289,842 97,695 46,515
CAPITAL ASSETS-CARRYOVER
EXTRAORDINARY REPAIRS 2,423 0 0 0 0
TOTAL 2,423 0 0 0 0
CAPITAL ASSETS-CARRYOVER
GENERAL FUND 2,423 0 0 0 0
FEDERAL FUNDS 0 0 0 0 0
SPECIAL FUNDS 0 0 0 0 0
TOTAL 2,423 0 0 0 0
CAPITAL ASSETS NON-STATE FUNDED
LAND AND BUILDINGS 0 0 1,673,000 1,673,000 0
TOTAL 0 0 1,673,000 1,673,000 0




REQUEST DETAIL

Date: 12/14/2006

228 LAKE REGION STATE COLLEGE Bill#: HB1003 Time: 14:54:20
Biennium: 2007-2009
Expenditures Present Budget Requested Budget Optional
2003-2005 Budget Request 2007-2009 Budget
Description Biennium 2005-2007 Change Biennium Request
CAPITAL ASSETS NON-STATE FUNDED
GENERAL FUND 0 0 0 0 0
FEDERAL FUNDS 0 0 0 0 0
SPECIAL FUNDS 0 0 1,673,000 1,673,000 0
TOTAL 0 0 1,673,000 1,673,000 0
FUNDING SOURCES
GENERAL FUND 5,079,936 6,177,526 447,836 6,625,362 46,515
FEDERAL FUNDS 0 0 0 0 0
SPECIAL FUNDS 0 0 1,673,000 1,673,000 0
TOTAL FUNDING SOURCES 5,079,936 6,177,526 2,120,836 8,298,362 46,515




CHANGE PACKAGE SUMMARY Date: 12/14/2006
228 LAKE REGION STATE COLLEGE Bill#: HB1003 Time: 14:54:20
Biennium: 2007-2009

| Description FTE General Fund Federal Funds Special Funds Total Funds

AGENCY BUDGET CHANGES

Cost To Continue -5.72 -387,537 0 0 -387,537

1 PARITY .00 493,253 0 0 493,253

2 EQUITY .00 244,425 0 0 244,425

3 CAP ASSET BASE AND INCR .00 97,695 0 0 97,695

4 2007-09 MAJ CAP PROJ .00 0 0 1,673,000 1,673,000
Agency Total -5.72 447,836 0 1,673,000 2,120,836

OPTIONAL REQUEST

30 OPT DEF MNT INCR .00 46,515 0 0 46,515

Optional Total .00 46,515 0 0 46,515




BUDGET CHANGES NARRATIVE Date: 12/14/2006
228 LAKE REGION STATE COLLEGE Time: 14:54:20

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

PARITY - $493,253

Parity is defined as the amount needed to fund operating inflation, cost to continue FYO7 legislatively funded salary increases, 2007-09 health and salary increases and utilities of
buildings coming online during the 2007-09 biennium. The long-term finance plan includes targeted state/student shares for each of the campuses. Approximately 93% of the
state's share of these costs is included in the request.

The total (state share) general fund portion of parity consists of the following: 2.4% per year operating inflation ($93,156), CTC FYO07 legislatively funded salary increases
($57,621), 10% annual health insurance increases ($131,391) and 5% per year salary increases ($264,393). These parity components total $546,561, however as previously noted,
the budget request only includes approximately 93% of the state’s share, or $493,253. Operating inflation, totaling $53,309 is not included in the budget request. An increase in
tuition rates of approximately 1.4% per year would be instituted to provide funding needed to cover the $53,309. A 1.4% tuition increase would likely have a negligible impact on
programs.

An annual tuition increase of 5.9% would be needed to fund the remaining state share ($53,309) and to fund the student share ($182,187) of parity. However, if the 2007-09
budget request is funded at the level requested, the SBHE has indicated that tuition increases will be limited to no more than 5% per year in 2007-09.

Limiting tuition increases to no more than 5% per year would create a potential shortfall of approximately $37,216 for the biennium. Rather than increase other fees, it is likely that
Lake Region State College would curtail spending across the institution in the areas of travel and equipment. The inability of faculty, staff, and administration to attend normally
scheduled conferences and workshops would curtail some of the valuable networking that occurs. Normal equipment replacement cycles would need to be lengthened.

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

EQUITY - $244,425

The NDUS budget request includes a $10 million increase for equity, distributed among the 11 NDUS campuses and Medical School. The recent MGT report confirms that all
NDUS institutions are under funded, when compared to their peer institutions. The equity request will address all NDUS institutions’ relative funding position compared to their
peer institutions. However, the specific request of each campus was determined by considering both their dollar difference from their peer benchmark, as well as giving a greater
weighting factor to those institutions that are further behind their peer benchmark. The equity request for Lake Region State College is $244,425.

In recent years, the college has been challenged by the loss of population in the rural feeder schools and, as a result, has undertaken new enrollment initiatives in distance
education, collaborative programs, and dual credit offerings. In a further effort to address the demographic challenges, Lake Region State College contracted with Stamats, an
enrollment services consultant, to review enrollment planning, recruiting and marketing efforts, and to develop and refine enroliment management. As a result, several new
initiatives are underway, most notably the recruitment of international students. These initiatives have increased the workload of the student services staff and decreased the time



available for the leadership of the Community College Foundation Director, a position shared with the LRSC Vice President for Student Services. At a time when resource
development is crucial, it is imperative that the college utilize a portion of the proposed equity funding to invest in expanding the foundation's efforts.

The college, in collaboration with the Northeast Education Services Cooperative (a regional joint powers agreement), has engaged a full-time grant writer. Accounting support for
this position could be shared with the accounting support needed for the Community College Foundation to provide better financial support for both grants and foundation
resources. This would also support our commitment to more timely financial documents for budgets, audits, etc. and ease the increased workload resulting from the implementation
of ConnectND in both the Student Services Office and the Administrative Services Office.

In its effort to sustain enroliment, Lake Region State College must continue to provide current programming designed to meet the needs of the regional and state labor market. A
recent study undertaken by the College Technical Education Council underscores the need for two-year program offerings in urban centers. Recent reports in the Chronicle of
Higher Education indicate that the major criterion used by 70% of students in selecting a college is program choice. Therefore, the college must invest in program development.

If the proposed equity funding is received, Lake Region State College's planning process will include identification of FTE and consideration of telecommute opportunities to the
extent possible.

| Change Group: A | Change Type: A | Change No: 3 | Priority: 4

CAP ASSET BASE AND INCR - $97,695

This provides an amount equal to the 2005-07 base funding ($43,662) for extraordinary repairs, plus a proportionate share ($54,033) of the $4 million capital assets increase that is
included by the NDUS in the base budget requests. The $4 million increase is much lower than the total amount called for in the capital asset funding model ($24.4 million),

which is part of the NDUS long-term finance plan. The NDUS is currently funded at an average of 12.2% of the OMB building and infrastructure formulas (ranging from 5.8% to
20.6%), and outstanding deferred maintenance totals $117.8 million for the NDUS.

A prioritized listing of extraordinary repair projects is included in the extraordinary repairs subschedule (because of OMB’s requirement to do so), however these priorities can
very easily change, due to unforeseen circumstances and emergencies. The priority listing is only a best estimate at this time. The actual use of these dollars will be left to the
discretion of the institutions (with appropriate approvals by the SBHE where required for projects greater than $100,000). All NDUS entities will be given the authority to allocate
dollars to repair and replacement priorities for both deferred maintenance and regular repair and replacement projects as determined by each entity.

| Change Group: A | Change Type: A | Change No: 4 | Priority: 3

2007-09 MAJ CAP PROJ - $1,673,000

All details of the major capital projects are included in the Capital Assets subschedule.



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

OMB Deferred Maintenance Opt. Request - $27,909

Executive Recommendation to fund optional request for deferred maintenance for $46,515.

The outstanding deferred maintenance of the NDUS, based on recently updated campus master plans, totals $117.8 million. A one-time infusion of $10 million would be used to
address this critically unfunded need. The campus’s share of the $10 million is $46,515, based upon a proportionate share of total outstanding deferred maintenance of the NDUS.
The priority listing is only a best estimate at this time, and can easily change, due to unforeseen circumstances and emergencies. The use of these dollars will be left to the
discretion of the institution to fund most critical deferred maintenance needs (with appropriate approvals by the SBHE where required for projects greater than $100,000).

One-time funding provided for Roof and Window Replacements will serve to reduce energy and additional maintenance costs for several years.

| Change Group: A | Change Type: A | Change No: 101 | Priority:

OMB Wind Energy - $3,007,600 Performance Contract

Executive Recommendation approves the wind energy project from special funds from performance contracting,

| Change Group: O | Change Type: A | Change No: 30 | Priority: 1

OPT DEF MNT INCR - $46,515

The outstanding deferred maintenance of the NDUS, based on recently updated campus master plans, totals $117.8 million. A one-time infusion of $10 million would be used to
address this critically unfunded need. The campus’s share of the $10 million is $46,515, based upon a proportionate share of total outstanding deferred maintenance of the NDUS.
The priority listing is only a best estimate at this time, and can easily change, due to unforeseen circumstances and emergencies. The use of these dollars will be left to the
discretion of the institution to fund most critical deferred maintenance needs (with appropriate approvals by the SBHE where required for projects greater than $100,000).

One-time funding provided for Roof and Window Replacements will serve to reduce energy and additional maintenance costs for several years.



