AGENCY OVERVIEW Date: 12/14/2006
232 UND MEDICAL CENTER Time: 14:50:13

STATUTORY AUTHORITY
North Dakota Constitution, Articles VIII and IX; North Dakota Century Code Chapter 15-22.

AGENCY DESCRIPTION

The University of North Dakota School of Medicine and Health Sciences (SMHS) is recognized nationally as one of the outstanding community-based medical schools in the
nation and as a model for highest quality educational programs, efficiently delivered, with an emphasis on primary care. In addition to medical student and resident education, the
SMHS provides educational opportunities for a wide variety of allied health service professionals including clinical lab science, athletic training, physical therapy, occupational
therapy and the physician assistant program. Further, the SMHS is acknowledged for its leadership in providing education in health professions through its commitment to
American Indians.

AGENCY MISSION
The mission of the University of North Dakota School of Medicine and Health Sciences is to educate and prepare North Dakota residents as physicians, medical scientists and
other health professionals for service to the people of North Dakota and the nation, and to advance medical and biomedical knowledge through research.

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

Economic Development
The Minot Center for Family Medicine (CFM) facility was dedicated in May 2005. The Center also contains School of Medicine and Health Sciences (SMHS) campus offices and
a branch office of Center for Rural Health. The Minot CFM has had an approximate 20% increase in its number of patients.

The Center for Rural Health successfully competed for a federal grant program which funds the Rural Assistance Center for the United States. This grant is awarded for five years
and has an annual budget of $756,000.

Construction of a $900,000 addition to The Center for Excellence in Neuroscience research facility was initiated in June 2006.



The SMHS has hired new leadership in three departments:
Dr. Robert Beattie, Chair of Department of Family & Community Medicine
Dr. Janet Jedlicka, Chair of Occupational Therapy
Dr. Robert Sticca, Chair of Surgery

Total SMHS research funding continues at a high level (awards of $16,500,000 in 2006) despite more restrictive National Institute of Health/National Science Foundation budgets.
SMHS Faculty submitted approximately $135,000,000 in grant and contract proposals in fiscal year 2006, a record high.

Educational Excellence

The School of Medicine and Health Sciences was reaccredited by the Liaison Committee on Medical Education (LCME) for 8 years with commendations in several areas
including: leadership by the Dean and Associate Deans, curriculum, volunteer faculty, Rural Opportunities in Medical Education, Indians into Medicine Program, Grand Forks

Clinical Education Center and focused research. Several areas of concentration by the SMHS were mentioned as “models” for community based medical schools.

All SMHS programs are fully accredited and student performance on national board and licensure exams equal or exceed the national norms. Approximately 15 percent of medical
school sophomores scored in the top 1 percentile on National Board of Medical Examiners Step 1 Examination. Approximately 17,000 students nationwide take the exam!

Excellent medical and allied health students continue to matriculate each year. Four medical student applicants interviewed for each medical student selected.

Flexibility
SMHS tuition was increased 8 percent for each year of the 2005-07 biennial budget.

Overall salary increases for eligible SMHS faculty and staff averaged 4.4 percent for 2005-06 and 3.6 percent for 2006-07.
Faculty salaries still average 9-13.5 percent below peers at similar institutions and student tuition simply cannot continue to increase at 8 to 10 percent per year. Medical student

tuition and average medical student debt (about $125,000) is now slightly above the mean for United States public medical schools. There is a real concern that students from
families with low or modest incomes would consider the costs of medical school prohibitive.

Funding and Rewards
SMHS, in conjunction with the UND Foundation, have established an Office of Development with Director of Development, Marketing and Alumni Relations Coordinator and an
administrative assistant. The Dean is working closely with this group to establish endowments and raise annual contributions to all parts of the school.

FUTURE CRITICAL ISSUES

Capital assets funding included in the UND appropriation. Therefore capital assets adjustments under costs to continue are not applicable.



REQUEST SUMMARY

Date: 12/14/2006

232 UND MEDICAL CENTER Bill#: HB1003 Time: 14:50:13
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
UND-MEDICAL CENTER 30,165,865 31,361,002 2,513,936 33,874,938 0
TOTAL MAJOR PROGRAMS 30,165,865 31,361,002 2,513,936 33,874,938 0
BY LINE ITEM
OPERATING EXPENSES 30,165,865 31,361,002 2,513,936 33,874,938 0
TOTAL LINE ITEMS 30,165,865 31,361,002 2,513,936 33,874,938 0
BY FUNDING SOURCE
GENERAL FUND 30,165,865 31,361,002 2,513,936 33,874,938 0
FEDERAL FUNDS 0 0 0 0 0
SPECIAL FUNDS 0 0 0 0 0
TOTAL FUNDING SOURCE 30,165,865 31,361,002 2,513,936 33,874,938 0
TOTAL FTE 198.91 178.56 -22.82 155.74 .00




REQUEST DETAIL

Date: 12/14/2006

232 UND MEDICAL CENTER Bill#: HB1003 Time: 14:50:13
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 30,165,865 31,361,002 2,513,936 33,874,938 0
TOTAL 30,165,865 31,361,002 2,513,936 33,874,938 0
OPERATING EXPENSES
GENERAL FUND 30,165,865 31,361,002 2,513,936 33,874,938 0
FEDERAL FUNDS 0 0 0 0 0
SPECIAL FUNDS 0 0 0 0 0
TOTAL 30,165,865 31,361,002 2,513,936 33,874,938 0
FUNDING SOURCES
GENERAL FUND 30,165,865 31,361,002 2,513,936 33,874,938 0
FEDERAL FUNDS 0 0 0 0 0
SPECIAL FUNDS 0 0 0 0 0
TOTAL FUNDING SOURCES 30,165,865 31,361,002 2,513,936 33,874,938 0




CHANGE PACKAGE SUMMARY Date: 12/14/2006
232 UND MEDICAL CENTER Bill#: HB1003 Time: 14:50:13
Biennium: 2007-2009

| Description FTE General Fund Federal Funds Special Funds Total Funds
AGENCY BUDGET CHANGES

Cost To Continue -22.82 0 0 0 0
1 PARITY .00 2,503,374 0 0 2,503,374

2 EQUITY .00 758,452 0 0 758,452

3 CBR Base Funding .00 -747,890 0 0 -747,890
Agency Total -22.82 2,513,936 0 0 2,513,936



BUDGET CHANGES NARRATIVE Date: 12/14/2006
232 UND MEDICAL CENTER Time: 14:50:13

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

PARITY - $2,503,374

Parity
Parity is defined as the amount needed to fund operating inflation, cost to continue FY07 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 ($262,826), CTC FYO07 legislatively funded salary increases
($366,790), 10% annual health insurance increases ($428,751), 5% per year salary increases ($1,627,290) and utilities of buildings coming online ($0 that qualified for general
fund support) in 2007-09. These parity components total ($2,685,658), however as previously noted, the budget request only includes approximately 93% of the state’s share, or
($2,503,374). Operating inflation, totaling ($182,283) is not included in the budget request.

An annual tuition increase of 7.1% would be needed to fund the remaining state share ($182,283) and to fund the student share ($1,790,438) 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.

Based on current enrollments and with tuition increases capped at 5 percent, a total of $580,963 of parity costs would not be funded. This amount represents the difference
between the 7.1 percent to fund the remaining state share of parity plus the student share of parity and the 5 percent cap (7.1-5=2.1 times $276,649 per percent tuition increase per
year). These ongoing base costs must be addressed. Thus, equity funding if received would be used to replace revenue not realized due to the tuition cap.

| Change Group: A | Change Type: A | Change No: 2 | Priority: 1

EQUITY - $758,452

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 University of North Dakota School of Medicine and Health Sciences is
$758,452.



As funds become available, the Medical School continues to look to its established strategic priorities to guide how dollars are allocated. In the spring of 2004, the University
Planning and Budget Committee considered the successes and the areas needing more work in the existing strategic plan. The new strategic plan Building on Excellence 2005
forms the basis for the use of the equity funding (a total of $758,452). The amounts contained in this narrative include the SBHE approved increase of $758,452, as well as
information regarding additional priorities that can not be funded within the approved increase.

Equity funds will first be used to support the full costs associated with parity including faculty salary increases of 5 percent per year of the 2007-09 biennium ($580,963). Faculty
salaries range from 9 to 13.5 percent below the AAMC Midwest Public School mean.

In addition, the SMHS will use the remainder of the approved requested amount ($177,489) to support the recruitment of a new Chairperson of Anatomy and Cell Biology. The
recruitment process is underway and candidates have identified funding needs in the instructional mission of the department. The funds will be used to support faculty salaries and
graduate student stipends

Finally, additional priorities of the School of Medicine and Health Sciences, beyond the $758,452 SBHE approved increase, include the following:
Primary Care and Health Promotion/Preventive Medicine Initiative ($4 million)
The SMHS hopes to invest in a number of initiatives to address major health care problems in North Dakota.
L Additional support for Department of Family & Community Medicine to
A. Increase efforts to recruit and retain students in Family Medicine
B. Additional faculty to offer master’s degree in Public Health
C. Funds for new Center for Family Medicine/UND Graduate Education in Bismarck
D. Fund technology needs for an Electronic Medical Records system
1L Three additional state funded faculty in Center for Rural Health to address:
A. Workforce needs of state
B. Technical assistance for hospitals/clinics in ND
C. Health programs assessment
1. Health Promotion and Prevention
A. Three additional faculty and one administrative support person to expand our efforts in N.D. school children to improve health habits
1.Exercise = eliminate obesity
2. Drug Education = | methamphetamine and |alcohol abuse
3. Tobacco avoidance

Additional Faculty in Microbiology and Immunology ($700K for 2007-09)
Major advances in the human genome knowledge

Advances in transplantation and pluripotent cells

Additional educators/researchers needed in microbiologic terrorism
Two additional faculty in Immunology

One additional Bacteriologist

moawp>

Branch of State Morgue for Forensic Pathology (estimated $2 million operating base and one-time capital expense of $1.5 million)
A. We have a highly trained forensic pathologist at the school.
B. Cases from the eastern third of the state are transported to Bismarck
C. Medical students would benefit from observing postmortem exams
D. Many more autopsies required than the unit in Bismarck can handle.



| Change Group: A | Change Type: A | Change No: 3 | Priority: 1

CBR Base Funding - $-747,890

The CBR is a state-of-the-art animal care facility located at the northwest side of the School of Medicine and Health Sciences, reports within the Medical School administration
and is supported with both a general fund budget (Med) and revenue from user charges.

In the summer of 2005 CBR applied for accreditation by the Association for Assessment and Accreditation of Laboratory Animal Care (AAALAC). In order to meet the
accreditation requirements, the reporting of the CBR was changed from the Medical School to the Vice President for Research. This change was endorsed by the Vice President
for Research, the Vice President for Health Affairs and the President. Consistent with this organizational change, the corresponding general fund budget should be moved from the
Medical School appropriation to the UND appropriation. The total base change for the biennium is $747,890. The base general fund budget of the Med School has been reduced
by $747,890, and the base budget of UND has been increased by the same dollar amount of $747,890.



