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Com Standing Committee Report
March 20, 2013 11:00am

Module ID: s_stcomrep_49_003
Carrier: Carlisle
Insert LC: 13.8131.02001 Title: 03000

REPORT OF STANDING COMMITTEE
HB 1002, as engrossed: Appropriations Committee (Sen. Holmberg, Chairman)
recommends AMENDMENTS AS FOLLOWS and when so amended, recommends
DO PASS (13 YEAS, 0 NAYS, 0 ABSENT AND NOT VOTING). Engrossed HB 1002
was placed on the Sixth order on the calendar.

Page 1, replace lines 15 through 17 with:

"Salaries and wages $3,423,343 $983,522 $4,406,865
Operating expenses 2,621,950 41,647 2,663,597"
Page 1, replace lines 21 through 23 with:

"Total all funds $12,260,105 ($28,528) $12,231,577
Less estimated income 6.786.984 (940,690) 5,846.294
Total general fund $5,473,121 $912,162 $6,385,283"
Page 2, replace lines 11 through 13 with:

"Grand total general fund $5,783,121 $922,662 $6,705,783
Grand total special funds 6.786.984 (940,690) 5,846,294
Grand total all funds $12,670,105 ($18,028) $12,652,077"

Page 3, line 8, replace "ninety-five" with "ninety-six"

Page 3, line 8, replace "eight" with "seven"

Page 3, line 9, replace "sixty-three" with "ninety-four"
Page 3, line 9, replace "ninety-eight" with "one hundred"

Page 3, line 10, replace "seven hundred thirty-nine" with "six hundred sixty-six"

Renumber accordingly
STATEMENT OF PURPOSE OF AMENDMENT:

House Bill No. 1002 - Summary of Senate Action

Executive House Senate Senate
Budget Version Changes Version
Secretary of State
Total all funds $12,216,757 $11,996,039 $235538 $12,231577
Less estimated income 5,845,849 5,842,175 4,119 5,846,294
General fund $6,370,908 $6,153,864 $231,419 $6,385,283
Public Printing
Total all funds $320,500 $320,500 $0 $320,500
Less estimated income 0 0 0 0
General fund $320,500 $320,500 $0 $320,500
Bill total
Total all funds $12,537,257 $12,316,539 $235,538 $12,552,077
Less estimated income 5,845,849 5,842,175 4,119 5,846,294
General fund $6,691.408 $6,474,364 $231,419 $6,705,783
House Bill No. 1002 - Secretary of State - Senate Action
Executive House Senate Senate
Budget Version Changes Version
Salaries and wages $4,392,045 $4,188,496 $218,369 $4,406,865
Operating expenses 2,663,597 2,563597 100,000 2,663,597
Capital assets 10,000 10,000 10,000
Petition review 8,000 8,000 8,000
Election reform 5,143,115 5,143,115 5,143,115
Accrued leave payments 82,831 (82,831)

(1) DESK (3) COMMITTEE

Page 1
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Com Standing Committee Report

March 20, 2013 11:00am
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Insert LC: 13.8131.02001 Title: 03000

Total all funds $12,216,757 $11,996,039 $235,538 $12,231,577
Less estimated income 5,845,849 5,842,175 4,119 5,846,204
General fund $6,370,908 $6,153,864 $231,419 $6,385,283
FTE 31.00 31.00 0.00 31.00

Department No. 108 - Secretary of State - Detail of Senate Changes

Removes
Restores Separate Line Restores
Executive item for Funding for
Compensation  Accrued Leave Credit Card Total Senate

Package' Payments® Usage Fees® Changes
Salaries and wages $135,538 $82,831 $218,369
Operating expenses 100,000 100,000
Capital assets
Petition review
Election reform
Accrued leave payments (82,831) (82,831)
Total all funds $135,538 $0 $100,000 $235,538
Less estimated income 4119 0 0 4,119
General fund $131,419 $0 $100,000 $231,419
FTE 0.00 0.00 0.00 0.00

‘Funding reductions made by the House to the state employee compensation and benefits
package are restored to the Governor's recommended level.

2The accrued leave payments line item added by the House is removed and the associated
funding returned to line items with salaries and wages funding.

3This amendment restores funding added in the executive budget recommendation for
increased credit card usage fees which was removed by the House.

Section 4 of the bill is changed to provide 4 percent annual salary increases for the
Secretary of State, the same as the executive budget recommendation. The House provided

3 percent annual increases.

(1) DESK (3) COMMITTEE

Page 2
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2013 HOUSE STANDING COMMITTEE MINUTES

House Appropriations Education and Environment Division
Roughrider Room, State Capitol

HB 1002
April 18, 2013
Job 21244

[X] Conference Committee

Committee Clerk Signature OW W_/

Explanation or reason for introduction of bill/resolution:

A BILL for an Act to provide an appropriation for defraying the expenses of the office of the
secretary of state and public printing; to provide exemptions; and to amend and reenact
section 54-09-05 of the North Dakota Century Code, relating to the salary of the secretary
of state.

Minutes: Attachment 1.

Chairman Grande called the committee to order and a quorum was present.

Sen. Carlisle: Basically, the salary package is being worked out. Money was put back into
the filings. The Secretary of State gave us memo on how many increases on filings and a
lot of these businesses are basically paid on credit cards. 1:24

Sen. Warner: As | recall there are two agencies in the state government, the Secretary of
State and the Industrial Commission, which rely very heavily on credit cards for their
application process and | think that this provision was in both of those budgets. Without
including it in as a line item, it really impacts their bottom line. So, we took the governor's
recommendation and included an allotment of money to be used for processing credit card
fees. At one time, | think this was done for free by the Bank of North Dakota. In more
recent years they started running it more as an independent business. 2:17

Chairman Grande adjourned the committee.



2013 HOUSE STANDING COMMITTEE MINUTES

House Appropriations Education and Environment Division
Roughrider Room, State Capitol

HB 1002
April 22, 2013
Job 21386

X Conference Committee

Committee Clerk Signature {jw

Explanation or reason for introduction of bill/resolution:

A BILL for an Act to provide an appropriation for defraying the expenses of the office of the
secretary of state and public printing; to provide exemptions; and to amend and reenact
section 54-09-05 of the North Dakota Century Code, relating to the salary of the secretary
of state.

Minutes:

Chairman Carlson called the committee to order with a quorum present.

Chairman Grande: | have not seen the pay package, but | understand that we will be
ready to go with that soon.

Sen. Carlisle: The Senate just passed the pay package this morning. Itis in HB 1015.
Chairman Grande: | got to work on some things this weekend. | was looking into the in
depth spending of the Secretary of State's budget. It's actually quite fascinating how deep
you can get into the budget. I'm coming to an understanding of where we are going to be
at. 3:24

Chairman Grande recessed the committee.

Chairman Grande called the committee back to order.

Chairman Grande: We have an agreement on our side.

Rep. Martinson: | believe that what we have come to is to agree with the Senators and
subject to our review of the pay package.

Rep. Martinson moved to recede from Senate amendments and further amend and
seconded by Sen. Krebsbach.

Chairman Grande: Stated that she would like to see reports to the budget committee.



House Appropriations Education and Environment Division
HB 1002

April 22, 2013

Page 2

Sen. Warner: Would you be open to have the reports to be broader than just the Secretary
of State's Office?

Chairman Grande: Explained what she found with what other states have done and what
North Dakota's other state agencies are doing. She also explained that the Secretary of
State runs a very lean budget and his ability to absorb it is much more difficult. She
foresees the Secretary of State having an increase in business registration. 8:13

Sen. Krebsbach: | have no objection to having them report. Would you be satisfied with
six month reporting?

Chairman Grande: Absolutely.
Motion carried. Yea-6 Nay-0 Absent-0

Chairman Grande adjourned the committee.



13.8131.02002 Prepared by the Legislative Council staff for k_(l{ 23|10
Title.04000 Conference Committee 3
Fiscal No. 1 April 23, 2013 \g

PROPOSED AMENDMENTS TO ENGROSSED HOUSE BILL NO. 1002

That the Senate recede from its amendments as printed on pages 1039-1041 of the House
Journal and pages 811 and 812 of the Senate Journal and that Engrossed House Bill No. 1002
be amended as follows:

Page 1, line 2, remove the second "and"
Page 1, line 3, after "state" insert "; and to provide for reports to the budget section"

Page 1, replace lines 15 through 17 with:

"Salaries and wages $3,423,343 $839,880 $4,263,223
Accrued leave payments 0 82,831 82,831
Operating expenses 2,621,950 41,647 2,663,597"

Page 1, replace lines 21 through 23 with:

"Total all funds $12,260,105 ($89,339) $12,170,766
Less estimated income 6,786,984 (942,567) 5,844 417
Total general fund $5,473,121 $853,228 $6,326,349"

Page 2, replace lines 11 through 13 with:

"Grand total general fund $5,783,121 $863,728 $6,646,849
Grand total special funds 6,786,984 (942.567) 5,844 417
Grand total all funds $12,570,105 ($78,839) $12,491,266"

Page 3, line 8, replace "ninety-five" with "ninety-six"
Page 3, line 8, replace "eight" with "seven"

Page 3, line 9, replace "sixty-three" with "ninety-four"
Page 3, line 9, replace "ninety-eight" with "ninety-nine"

Page 3, line 10, replace "seven hundred thirty-nine" with "six hundred ninety-eight"

Page 3, after line 22, insert:

"SECTION 7. CREDIT CARD FEES - BUDGET SECTION REPORTS. The
secretary of state shall report semiannually to the budget section during the 2013-14
interim regarding credit card usage rates and credit card fees paid by the secretary of
state."

Renumber accordingly
STATEMENT OF PURPOSE OF AMENDMENT:

House Bill No. 1002 - Summary of Conference Committee Action

Conference Conference
Executive House Committee Committee Senate Comparison
Budget Version Changes Version Version to Senate

Secretary of State
Total all funds $12,216,757 $11,996,039 $174727 $12,170,766 $12,231,577 ($60,811)

Page No. 1 13.8131.02002



Less estimated income 5,845,849 5,842,175 2,242 5,844,417 5,846,294 (1,877
General fund $6,370,908 $6,153,864 $172,485 $6,326,349 $6,385,283 ($58.934)
Public Printing
Total all funds $320,500 $320,500 $0 $320,500 $320,500 $0
Less estimated income 0 0 0 0 0 0
General fund $320,500 $320,500 $0 $320,500 $320,500 $0
Bill total
Total all funds $12,537,257 $12,316,539 $174,727 $12,491,266 $12,552,077 ($60,811)
Less estimated income 5,845,849 5,842,175 2,242 5,844,417 5,846,294 (1,877)
General fund $6,691,408 $6,474,364 $172.485 $6,646,849 $6,705,783 ($58,934)
House Bill No. 1002 - Secretary of State - Conference Committee Action
Conference Conference
Executive House Committee Committee Senate Comparison
Budget Version Changes Version Version to Senate
Salaries and wages $4,392,045 $4,188,496 $74727 $4,263,223 $4,406,865 ($143,642)
Operating expenses 2,663,597 2,563,597 100,000 2,663,597 2,663,597
Capital assets 10,000 10,000 10,000 10,000
Petition review 8,000 8,000 8,000 8,000
Election reform 5,143,115 5,143,115 5,143,115 5,143,115
Accrued leave payments 82,831 82,831 82,831
Total all funds $12,216,757 $11,996,039 $174727 $12,170,766 $12,231,577 ($60,811)
Less estimated income 5,845,849 5,842,175 2242 5,844,417 5,846,294 (1,877)
General fund $6,370,908 $6,153,864 $172,485 $6,326,349 $6,385,283 ($58,934)
FTE 31.00 31.00 0.00 31.00 31.00 0.00

Department No. 108 - Secretary of State - Detail of Conference Committee Changes

Salaries and wages
Operating expenses
Capital assets

Petition review

Election reform

Accrued leave payments

Total all funds
Less estimated income

General fund

FTE

Removes Adjusts State
House Changes Employee Restores Total
to Executive Compensation Funding for Conference
Compensation and Benefits Credit Card Committee
Package' Package’ Usage Fees’ Changes
$135,538 ($60,811) $74727
100,000 100,000
$135538 ($60,811) $100,000 $174727
4,119 (1,877) 0 2,242
$131,419 ($58,934) $100,000 $172,485
0.00 0.00 0.00 0.00

' Changes made by the House to the executive compensation package are removed.

2This amendment adjusts the state employee compensation and benefits package as follows:

* Reduces the performance component from 3 to 5 percent per year to 3 to 5 percent for the first
year of the biennium and 2 to 4 percent for the second year of the biennium.

* Reduces the market component from 2 to 4 percent peryearto 1 to 2 percent peryear for
employees below the midpoint of their salary range.

« Reduces funding for retirement contribution increases to provide for a 1 percent state and
1 percent employee increase beginning in January 2014 and no increase in January 2015.

3 Funding added in the executive budget for increased credit card usage fees, removed by the House, is
restored, the same as the Senate version.

Page No. 2
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Section 4 of the bill is changed to provide a 4 percent first year and a 3 percent second year salary
increase for the Secretary of State. The Senate and the executive budget provided 4 percent annual
increases. The House provided 3 percent annual increases.

In addition, a section is added to require the Secretary of State report to the Budget Section
semiannually regarding credit card usage rates and credit card fees paid by the Secretary of State. This
reporting requirement was not included in the executive recommendation nor in the House or Senate
versions.

House Bill No. 1002 - Public Printing - Conference Committee Action

The Conference Committee made no changes to funding for public printing. Neither the House nor the
Senate made any changes to the executive budget for public printing.

Page No. 3 13.8131.02002



2013 HOUSE CONFERENCE COMMITTEE ROLL CALL VOTES

Committee: Appropriations Education and Environment

Bill/Resolution No.

HB 1002
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Com Conference Committee Report Module ID: h_cfcomrep_72_002
April 23,2013 12:54pm
Insert LC: 13.8131.02002

REPORT OF CONFERENCE COMMITTEE
HB 1002, as engrossed: Your conference committee (Sens. Carlisle, Krebsbach, Warner
and Reps. Grande, Martinson, Williams) recommends that the SENATE RECEDE
from the Senate amendments as printed on HJ pages 1039-1041, adopt
amendments as follows, and place HB 1002 on the Seventh order:

That the Senate recede from its amendments as printed on pages 1039-1041 of the House
Journal and pages 811 and 812 of the Senate Journal and that Engrossed House Bill No.
1002 be amended as follows:

Page 1, line 2, remove the second "and"

Page 1, line 3, after "state" insert "; and to provide for reports to the budget section"

Page 1, replace lines 15 through 17 with:

"Salaries and wages $3,423,343 $839,880 $4,263,223
Accrued leave payments 0 82,831 82,831
Operating expenses 2,621,950 41,647 2,663,597"

Page 1, replace lines 21 through 23 with:

"Total all funds $12,260,105 ($89,339) $12,170,766
Less estimated income 6.786.984 (942.567) 5.844 417
Total general fund $5,473,121 $853,228 $6,326,349"

Page 2, replace lines 11 through 13 with:

"Grand total general fund $5,783,121 $863,728 $6,646,849
Grand total special funds 6,786,984 (942,567) 5,844 417
Grand total all funds $12,570,105 ($78,839) $12,491,266"

Page 3, line 8, replace "ninety-five" with "ninety-six"
Page 3, line 8, replace "eight" with "seven"

Page 3, line 9, replace "sixty-three" with "ninety-four"

Page 3, line 9, replace "ninety-eight" with "ninety-nine"

Page 3, line 10, replace "seven hundred thirty-nine" with "six hundred ninety-eight"

Page 3, after line 22, insert:
"SECTION 7. CREDIT CARD FEES - BUDGET SECTION REPORTS. The
secretary of state shall report semiannually to the budget section during the 2013-14
interim regarding credit card usage rates and credit card fees paid by the secretary
of state."
Renumber accordingly
STATEMENT OF PURPOSE OF AMENDMENT:

House Bill No. 1002 - Summary of Conference Committee Action

Conference Conference
Executive House Committee Committee Senate Comparison
Budget Version Changes Version Version to Senate
Secretary of State
Total al funds $12,216,757 $11,996,039 $174727 $12,170,766 $12,231,577 ($60,811)
Less estimated income 5,845,849 5,842,175 2,242 5,844 417 5,846,294 (1,877)
General fund $6,370,908 $6,153,864 $172,485 $6,326,349 $6,385,283 ($58.934)

(1) DESK (2) COMMITTEE Page 1 h_cfcomrep_72_002



Com Conference Committee Report
April 23,2013 12:54pm

Public Printing

Module ID: h_cfcomrep_72_002

Insert LC: 13.8131.02002

Total all funds $320,500 $320,500 $0 $320,500 $320,500 $0
Less estimated income 0 0 0 0 0 0
General fund $320,500 $320,500 $0 $320,500 $320,500 $0
Bill total
Total all funds $12,637,257 $12,316,539 $174,727 $12,491,266 $12,552,077 ($60,811)
Less estimated income 5,845,849 5,842,175 2,242 5,844 417 5,846,294 (1,877)
General fund $6,691,408 $6,474,364 $172,485 $6,646,849 $6,705,783 ($58,934)
House Bill No. 1002 - Secretary of State - Conference Committee Action
Conference Conference
Executive House Committee Committee Senate Comparison
Budget Version Changes Version Version to Senate
Salaries and wages $4,392,045 $4,188,496 $74,727 $4,263,223 $4,406,865 ($143,642)
Operating expenses 2,663,597 2,563,597 100,000 2,663,597 2,663,597
Capital assets 10,000 10,000 10,000 10,000
Petition review 8,000 8,000 8,000 8,000
Election reform 5,143,115 5,143,115 5,143,115 5,143,115
Accrued leave payments 82,831 82,831 82,831
Total all funds $12,216,757 $11,996,039 $174,727 $12,170,766 $12,231,577 ($60,811)
Less estimated income 5,845,849 5,842,175 2,242 5,844 417 5,846,294 (1,877)
General fund $6,370,908 $6,153,864 $172,485 $6,326,349 $6,385,283 ($58,934)
FTE 31.00 31.00 0.00 31.00 31.00 0.00

Department No. 108 - Secretary of State - Detail of Conference Committee Changes

Salaries and wages
Operating expenses
Capital assets

Petition review

Election reform

Accrued leave payments

Total all funds
Less estimated income

General fund

FTE

Removes Adjusts State
House Changes Empioyee Restores Total
to Executive Compensation Funding for Conference
Compensation and Benefits Credit Card Committee
Package' Package’ Usage Fees® Changes
$135,538 ($60,811) $74,727
100,000 100,000
$135,538 ($60,811) $100,000 $174,727
4119 (1,877) 0 2,242
$131,419 ($58,934) $100,000 $172,485
0.00 0.00 0.00 0.00

' Changes made by the House to the executive compensation package are removed.

2 This amendment adjusts the state employee compensation and benefits package as

follows:

* Reduces the performance component from 3 to 5 percent per year to 3 to 5 percent
for the first year of the biennium and 2 to 4 percent for the second year of the

biennium.

« Reduces the market component from 2 to 4 percent per year to 1 to 2 percent per
year for employees below the midpoint of their salary range.

« Reduces funding for retirement contribution increases to provide fora 1 percent
state and 1 percent employee increase beginning in January 2014 and no increase
in January 2015.

(1) DESK (2) COMMITTEE

Page 2

h_cfcomrep_72_002



Com Conference Committee Report Module ID: h_cfcomrep_72_002
April 23,2013 12:54pm
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® Funding added in the executive budget for increased credit card usage fees, removed by
the House, is restored, the same as the Senate version.

Section 4 of the bill is changed to provide a 4 percent first year and a 3 percent second year
salary increase for the Secretary of State. The Senate and the executive budget provided 4
percent annual increases. The House provided 3 percent annual increases.

In addition, a section is added to require the Secretary of State report to the Budget Section

semiannually regarding credit card usage rates and credit card fees paid by the Secretary of
State. This reporting requirement was not included in the executive recommendation nor in

the House or Senate versions.

House Bill No. 1002 - Public Printing - Conference Committee Action

The Conference Committee made no changes to funding for public printing. Neither the
House nor the Senate made any changes to the executive budget for public printing.

Engrossed HB 1002 was placed on the Seventh order of business on the calendar.

(1) DESK (2) COMMITTEE Page 3 h_cfcomrep_72_002
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Package Prices For comparison purposes, the various options with prices and the total
package price of Supplement, Replacement Volumes and Index are as follows:

No. Repl. Price of Price of Price of
Option Vols. Supp. Volumes = Index Total Increase
1 5 $153.00 $44.00 $58.00 $431.00 4.0%
2 4 $168.00 $45.00 $60.00 $408.00 4.5%
3 3 $182.00 $46.00 $61.00 $381.00 5.0%

Advance Code Service The Advance Code Service will be issued in three (3) pamphlets
ateven intervals during each year between the publication of the 2013 and 2015
Supplements. The price of the Advance Code Service will increase to $46.00 per year.

Court Rules Volumes and Supplements The next edition of the Court Rules volume is
currently scheduled for publication in early 2014. The price of that edition will be $46.00,
a 5% increase in the price of $44.00 from the 2012 Edition.. The first two supplements to
the 2012 Edition will increase to $11.50 and $12.00 respectively. ’

Government Discount We will continue to offer state government subscribers a 25%
discount on its purchases of the North Dakota Century Code for the 2013-2014 biennium.

Please let me know if you have any questions.

Sincerely,

($olis Otz

Leslie Ostrander
Director
Government Content Acquisition
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STATE OF NORTH DAKOTA
600 EAST BOULEVARD AVENUE DEPT 108
BISMARCK ND 58505-0500

Secretary of State
Information for Budget

January 11, 2013

AGENCY STATUTORY AUTHORITY

ND Constitution Article V, Section 12; North Dakota Century Code Title 10 and Title 16.1; North Dakota
Century Code Chapters 15.02, 35-01, 35-05, 35-17, 35-21, 35-29, 35-30, 35-31, 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, 54-09, 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 units. The agency performs these functions in accordance with the requirements of
the state's constitution and laws.

AGENCY MISSION STATEMENT

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 have a formal written program, the agency's management team and unit leads have
access to various processes fortracking productivity, effectiveness, efficiency, quality of customer service,
and compliance with laws. It is anticipated the statistical tracking of information will be improved with the
agency'’s migration to a new database and document processing platform, for which funding was approved
in the 2011/2013 biennium and for which continued (carryover) funding is being requested in the agency’s
2013/2015 budget request.
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AGENCY MAJOR ACCOMPLISHMENTS

1. Enhanced agency website, which received approximately 505,000 hits over a 12 month period ending
June 30, 2012 on its various pages and sections.

2. Enhanced 24/7 live business records search on agency website which displays data about business
entities filed with the agency.

3. Enhanced website for access to annual reports filed by businesses allowing them to complete reports
on-line and then print, sign, and mail the reports to the agency.

4. Continued the software development to enable migration of the agency's database from AS/400
platform created in 1988/1992 to a new operating platform. This will allow for on-line filing of many
documents and reports, which will be very beneficial for the future.

5. Continued the mandated migration of the Central Indexing System (CIS) from the state’'s mainframe.
This will greatly enhance the agency’s CIS, which is connected to the state’s 53 counties and provides
a centralized depository for various lien documents.

6. Continued to enhance the agency’s Election Management System (EMS) and Election Administration
System (EAS), which provide new and expanded election information on the agency's website about
elections, candidates, campaign contributions, voter precinct finder, polling location details and the
reporting of election night returns. In addition, it assists in the administration of petition review, poll
worker tracking, voting statistics reporting, and early and absentee voting. A specific feature already
mentioned was launched in October 2008 that allows the voter to find his or her voting precinct with a
house number and zip code.

7. Launched the Central Voter File for use by the counties to track absentee ballots, allow for the efficient
management of early voting precincts, and to expedite the voting process on election day.
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AGENCY FUTURE CRITICAL ISSUES

In the statistical data section of the program narrative, the data reveals that since 1995/1997 and through
the 2009/2011 biennium, the agency’s revenue has steadily increased. The 2009/2011 biennium revenue
increased 14% from the previous biennium. The increased revenue is directly related to the increase in
the number of registrations, filings, and increased demand for the services provided by the agency. In
ordertorespond to this increased demand, the agency is substantially dependent on the use of information
technology (e.g. software, hardware, Internet, etc.), which it uses to provide the timely, accurate, and
efficient services expected by the public, businesses, and customers of the agency.

As is documented in the statistical data section on page 4, the agency is processing 78,189 more
documents per year than it did in 1995. Therefore, to provide services in a cost effective and efficient
-mannerfor-the public, it is vitally important that the agency receive support for technology initiatives and
continued authorization for the three additional FTE's approved in 2012 to handle the increase in workload.

The agency is the first place stop and prime filer of a variety of business related information. In other
words, business in North Dakota begins with the Secretary of State's office. Therefore, the agency has a
key role in the state's e-government initiatives making it imperative the agency has adequate funding and
support in order to implement the appropriate technology to meet these goals and provide services the
public is requesting. It is critical to continue the migration of the two databases from their current
environment to the new platform. The increase in services and productivity will be significant. The
funding required for continuing the migration is included as a carryover request in an Optional Request in
this budget.

The technology project approved by the 2011 Legislative Assembly in Section 3 of SB 2002 (2011 Session
Laws, Chapter 28) and referred toin HB 1002 in Section 5 is on track and on budget. To ensure adequate
funding, Section 3 of HB 1002 beginning on line 30 on page 2 allows the agency to use unexpended funds
in its general services operating fund at the end of this biennium in the next biennium.

Having adequate FTE's and the ability to offer competitive salaries is a challenge. For example, last year,
two FTE were hired for Administrative Assistant Il positions. They were offered salaries that were within a
few dollars of the salaries currently being received by agency staff (in the same position) that has been
employed for several years. The agency needs to have competitive salaries and address compression
issues in its employment structure to be competitive and to pay salaries appropriate for agency staff.
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PROGRAM STATISTICAL DATA
History of Revenue and Expenditures for the past seven budget cycles

Revenue

* 1997/1999 - $ 4,912,970

» 1999/2001 - $ 5,953,504 (general $5,555,610; * special $333,036) increased 21.2% over previous
biennium

»2001/2003 - $ 6,277,698 (general $5,869,160; * special $371,868) increased 5.5% over previous
biennium

+ 2003/2005- $ 6,716,245 (general $6,289,108, * special $401,305) increased 7.0% over previous biennium
» 2005/2007 - $ 7,289,015 (general $6,815,185, * special $454,445) increased 8.5% over previous
biennium.

» 2007/2009 - $ 7,949,077 (general $7,432,582, * special $516,495) increased 9.1% over previous
biennium.

+ 2009/2011 - $ 9,058,760 (general $8.543.052, * special $515,708) increased 14% over previous
biennium.

+ 2011/2013 Estimated: - $ 8,480,172 (Estimated: general $7,900,000, * special $580,172)

* The 1999 Legislative Assembly authorized a General Services Operating Fund for the agency's "retail"
trade. Atthe end ofthe 2005/2007 biennium, the agency transferred $25,137 to the state's general fund,
which was the uncommitted amount over $75,000.

Expenditures
* 1997/1999 - $ 2,839,345

» 1999/2001 - $ 3,545,065 increased 24.8% over previous biennium (see note # 1)
»2001/2003 - $ 3,961,253 increased 11.7% over previous biennium (see note # 2)
+2003/2005 - $ 4,146,332 increased 4.7% over previous biennium

+ 2005/2007 - $ 4,536,178 increased 9.4% over previous biennium (see note # 3)
+ 2007/2009 - $5,666,247 increased 24.9% over previous biennium (see note #4)
*+2009/2011 - $6,168,973 increased 8.9% over previous biennium (see note #5)

Note # 1 Because of a system wide reallocation by ITD of the costs related to the statewide area network
connecting the agency and the state's fifty-three counties for the operation of the central indexing system,
the budget was increased by $300,000 from $75,000 to $375,000, accounting for 39% of the increase.
Another $197,000, or 26% of the increase, was for salaries as approved by the legislature, emergency
commission, and the budget section. Most of the remaining $264,000, or 35% of the increase was for
increased expenses related to services provided by ITD and other technology related expense as approved
by the legislature, emergency commission, and the budget section. Almost half of that amount was directly
related to the cost of providing the increased demand for agency information as authorized through the
agency's general services operating fund, with those expenses being covered by the revenue generated to
that account.

Note # 2 ITD again reallocated costs related to the statewide area network resulting in another $175,000
increase added to the agency's budget.

Note # 3 The expenditures included a one-time amount of $125,000 for migration of database.
Note # 4 - The expenditures included a one-time amount of $825,000 for migration of database.

Note # 5 - The expenditures included a one-time amount of $702,000 for migration of database (One time
funding was $780,000 total, we requested $78,000 in carryover to 11-13 Biennium)
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Demand for Services _

The demand for the agency's services has grown steadily during the period beginning June 30, 1995, and
ending June 30, 2012. This is in direct relationship to the net increase in filings and registrations as listed
below.

June 30, 1995 June 30, 2012 Percentage Increase/decrease

Contractors 4,701 9,220 +96%
Charitable Solicitation 559 2,915 +421%
Notary Publics 10,419 13,672 +31%
ND For-profit corporations 10,734 14,198 +27%
ND Cooperatives 434 305 -34%
ND Professional corporation 552 993 +80%
Foreign For-profit corporations 7,307 15,737 +115%
Foreign cooperatives 45 73 +62%
Limited Liability Companies (all) 441 20,165 +4473%
Limited Liability partnerships (all) 13 3,021 +23138%
Limited Partnerships (all) 864 1,609 +86%
Limited Liability Limited Partnerships 0 850 +850%
Partnership Fictitious Names 1,362 1,871 +37%
Trademarks 1,286 1,450 +13%
Trade names 3,565 24,932 +599%
ND non-profit corporations * 0 7,502 +7502%
Foreign non-profit corporations * 0 2,514 +2514%
Total 42,282 120,471 +185%

*Prior to 1997, non-profit corporations were not required to file an annual corporate report. Therefore, the
agency is processing an additional 10,016 filings that it did not process fourteen years ago.

Appendix A is an example of the increase in one of the units within the agency. It lists the business
registrations since the beginning of the biennium and the graph illustrates the growth in registrations over
the last 42 months. During the past 18 months, the agency processed an average of 1,342 filings per
month. When compared to the monthly average of 707 during the previous biennium, the average number
of filings processed was 90% more per month than the preceding 24 months.

The agency also licenses contractors. At the end of the June 2009, the agency had 6,262 active licenses.
At the end of June 2011, the agency had 8,824 active licenses, an increase of 41%. Today, the agency
has 12,045 active licenses, which is an increase of 36.5% in the past 18 months and an increase of 92% in
the last 42 months.

Appendix B provides the revenue impact to the state’'s general fund. When the current budget estimates
were prepared in the fall of 2010, it was projected that the agency would generate $7,900,000 for the state's
general fund. Atthe end of November, the agency already had general fund revenues of $8,408,167 or
$2,812,333 over budget with 7 months still remaining in the biennium.
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EXPLANATION OF PROGRAM COSTS

For the 2011-2013 biennium, the appropriated salary line represented approximately 65% of the agency's
total general fund spending authority. (This does not include the $3.5 million of one-time funding
appropriated for the technology project)

The appropriated operating line for 2011-2013 represented approximately 35% of the agency's total
general fund spending authority. Of that amount, approximately 62% of the operating line was budgeted
for payments to the state's Information Technology Division (ITD). The remaining 38% is spread among
other object code categories and supports the general operations of the agency. Those budget object
codes include telecommunications, travel, mailing services, professional development, fees and services,
repairs and maintenance of equipment, .insurance, office supplies, printing, professional supplies and
materials, and miscellaneous expenses.

The agency also has a general service fund, which is the retail account for information sold by the agency.
Approximately 75% of that budget is to cover expenses related to the technology for providing the
requested information.

Extensive technology is used by the agency to increase productivity, provide better and faster services for
the public, and to maintain many thousands of records associated with approximately 100 diverse and
varied categories that relate to the duties of the agency. For example:

1. The agency's budget supports the statewide Central Indexing System (CIS) area network connecting
the agency and the state's fifty-three county Recorder offices. The budget supports the maintenance
of the database housed on the state's mainframe computer, which database is currently being
migrated to a new database. The CIS contains approximately 295,500 active files related to various
personal property liens throughout the state.

2. The agency's budget supports a database of approximately 265,000 names for approximately 100
diverse and varied categories related to the duties of the agency and for associated expenses such as
programming, which is only available from a private vendor. For 2013-2015, the agency is submitting
an optional requestto allow the carryover of the remaining amount of the $3.5 million one-time funding
from the 11-13 biennium to continue the migration of the agency's databases to a new operating
platform.

3. The agency's budget supports an Internet web site and covers associated expenses.
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ELECTION REFORM

Since the adoption of HAVA, the state has received the following amounts of funding.
In 2003, it received $5,000,000, which did not require a state match.

In 2004, it received $4,150,000, which required a 5% state match. According to the State Plan, 1/2 share
of the 5% was provided by the state and the other % share was provided by each one of the state's 563
counties in proportion to the voting equipment supplied to them. The state's share was appropriated in
Section 2 of Senate Bill 2002 as adopted by the 2003 Legislative Assembly and signed by the Governor.
Each of the counties receiving voting equipment paid their 1/2 share as committed allocated in their
respective budgets. The state’s share of $105,000 was provided from the projected agency's turn back to
the general fund at the end of the 2001/2003 biennium.

For the fiscal year 2004, Congress appropriated an additional $7,446,803, which required a 5% state match
of $391,937. As part of the match, the federal Election Assistance Commission recognized the agency's
investment in its Election Management System as an in-kind contribution in the amount of $257,970. The
balance for the match was contributed by the Counties in the amount of $57,867 and the legislature

appropriated _$76, 100.

In 2008, Congress appropriated an additional amount in the Omnibus Appropriations Act for Fiscal Year
2008, which resulted in North Dakota becoming eligible for an additional $575,000 for the HAVA election
fund. In order to secure it, the state was required to provide a 5% match. This was achieved when the
Emergency Commission on March 14, 2008 authorized the amount of $30,263 from state's contingency
fund to be used for this purpose.

In 2009, North Dakota became eligible for an additional $500,000 for the HAVA election fund. In order to
secure it, the state was required to provide a §% match. The 5% match of $26,316 was appropriated by
the Legislative Assembly in the House Bill 1002.

In 2010, appropriated an additional amount in the Omnibus Appropriations Act for Fiscal Year 2010, which
resulted in North Dakota becoming eligible for an additional $350,000 forthe HAVA election fund. In order
to secure it, the state was required to provide a 5% match. This was achieved when the Emergency
Commission on March 4, 2010 authorized the amount of $18,421 from state contingency fund to be used for
this purpose.

In 2011, North Dakota was appropriated an additional amount in the 2011 Requirements Payments under
Section 251 of the Help America Vote Act, which resulted in North Dakota receiving an additional $6,454 for
the HAVA election fund. In order to secure it, the state was required to provide a 5% match. This was
achieved using current appropriation in the State's election fund in the amount of $340.
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Optional Requests

Public Printing Operational Changes 10,500
Governor Recommended 10,500
3FTE's 283,754
Governor Recommended 283,754
Compression 165,000
Governor Recommended 0
Credit Card Costs 100,000
Governor Recommended 100,000
Multipurpose Copier 10,000
Governor Recommended 10,000
Overtime 200,000
Governor Recommended 0
Annual Leave Pay-outs - Retirement 28,000
Governor Recommended 0
Election Reform Funding Source Change 118,585
Governor Recommended 0
ITD Operational Costs 101,000
Governor Recommended 101,000
\\\' -~
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State of North Dakota - Secretary of State - Business Registrations - July 1, 2011 through June 30, 2012

Total Active end | Total Active end | Increase Percentage Versug,
Jul-11 | Aug-11 | Sep-11| Oct-11 | Nov-11 | Dec-11 | Jan-12 | Feb-12 | Mar-12 | Apr-12 | May-12| Jun-12 of 6/30/2011 of 6/30/2012° | (decrease) Previous Year as
of 6/30/2012
Monthly New Registrations

Business Corporations 60 98 99 77 74 47 117 96 89 103 93 122 13,330 13,661 331 2.5%
Limited Liability Companies 233 344 312 286 246 325 327 305 394 403 420 464 9,732 12,853 3,121 32.1%
Coops/Electric Coops/Mutual Aid Cot 0 0 2 0 1 1 0 0 0 1 0 0 292 286 -6 -21%
Farm Corporations 0 3 0 0 0 0 2 0 1 4 0 1 756 753 -3 -0.4%
Farm Limited Liability Companies 3 0 2 3 2 2 3 0 3 2 3 1 190 203 13 6.8%
Professional Corporations 2 1 2 3 0 3 6 1 2 2 1 3 971 993 22 2.3%
Professional Limited Liability Co 2 3 3 3 4 4 3 3 5 2 3 7 138 167 29 21.0%
Foreign Corporations 242 311 229 213 184 193 193 190 193 238 248 245 14,072 15,737 1,665 11.8%
Foreign Professional Corporations 3 6 7 4 6 5 5 6 2 15 3 12 166 232 66 39.8%
Foreign Limited Liability Companies 163 173 180 224 127 122 160 150 154 219 222 218 5,288 6,934 1,646 31.1%
Foreign Coops 1 0 0 0 0 0 0 0 2 1 0 0 73 73 0 0.0%
Limited Partnerships 6 8 8 6 7 8 17 5 17 191 . 21 7 1,602 1,609 7 0.4%
Limited Liability Partnerships 20 39 38 30 33 22 50 24 29 23 3N 39 2,874 3,021 147 5.1%
Limited Liability Limited Partnerships 6 9 8 5 11 19 7 8 7 9 9 8 774 850 76 9.8%
Church/Nonprofit Corporations/Certifi 12 29 21 25 17 24 22 14 26 21 26 32 7,432 7,502 70 0.9%
Foreign Nonprofit Corporations 16 37 24 26 19 23 29 13 20 24 30 39 2,309 2,514 205 8.9%
Nonprofit LLC 0 0 0 1 0 0 0 0 0 0 0 0 8 8 0 0.0%
Foreign Nonprofit LLC 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 #DIV/0!
Trade Names 401 430 377 357 273 285 356 362 392 322 682 384 22,749 24,932 2,183 9.6%
Trademarks 10 9 0 9 0 2 15 3 5 5 15 6 1,458 1,450 -8 -0.5%
Partnerships Fictitious Names 26 39 24 19 26 28 24 28 20 18 44 31 1,777 1,871 94 5.3%
Total New Filings/Month 1,206 [ 1,539 | 1,336 | 1,291 | 1,030 | 1,113 | 1,336 { 1,208 | 1,361 | 1,431 | 1,851 | 1,619 85,991 95,649 9,658 11.2%
\

*During the course of the year,

entities are dissolved, withdrawn,

cancelled, converted to an alternate

entity, or merged out of existence.

Therefore, this column represents the

1




State of North Dakota - Secretary of State - Business Registrations - July 1, 2012 through June 30, 2013

Juk12 | Aug-12 | Sep-12| Oct-12 | Nov-12| Dec-12| Jan-13 | Feb-13 B1/20124 Apr-13 | May-13| Jun-13 Tz‘fa;g%‘j;g fzf‘d T;’?';;:};f;d (:::’r:s;) P:::::fs :r::rr?sls
of 10/31/2012
Monthly New Registrations

Business Corporations 79 80 80 82 66 64 13,661 13,388 -273 -2.0%
Limited Liability Companies 313 385 345 435 271 348 12,853 14,882 2,029 15.8%
Coops/Electric Coops/Mutual Aid
Corps/Grazing Assns 0 0 0 0 0 0 286 283 -3 -1.0%
Farm Corporations 0 1 2 4 0 11 753 772 19 2.5%
Farm Limited Liability Companies 2 3 0 3 6 13 203 221 18 8.9%
Professional Corporations 3 3 5 2 2 7 993 963 -30 -3.0%
Professional Limited Liability Co 1 5 5 9 2 4 167 193 26 15.6%
Foreign Corporations 198 238 191 193 134 131 15,737 16,532 795 5.1%
Foreign Professional Corporations 5 10 9 9 4 6 232 274 42 18.1%
Foreign Limited Liability Companies 180 193 192 188 143 130 6,934 7,804 870 12.5%
Foreign Coops 0 1 0 0 0 0 73 73 0 0.0%
Limited Partnerships 10 10 12 8 16 13 1,609 1,606 -3 -0.2%
Limited Liability Partnerships 35 38 38 36 28 39 3,021 3,078 57 1.9%
Limited Liability Limited Partnerships 6 16 15 20 27 33 850 939 89 10.5%
Church/Nonprofit
Corporations/Certified NP
Development Corps 20 20 25 30 26 21 7,502 7,647 145 1.9%
Foreign Nonprofit Corporations 27 26 39 32 3N 25 2,514 2,676 162 6.4%
Nonprofit LLC 1 1 0 0 2 0 8 12 4 50.0%
Foreign Nonprofit LLC 0 0 0 0 0 0 0 0 0 #DIV/0!
Trade Names 274 411 414 487 306 259 24,932 25,928 996 4.0%
Trademarks 4 11 10 6 10 4 1,450 1,468 18 1.2%
Partnerships Fictitious Names 19 27 19 27 20 16 1,871 1,901 30 1.6%
Total New Filings/Month 1,177 | 1,479 | 1,401 | 1,571 | 1,094 | 1,124 95,649 100,640 4,991 5.2%
\

*During the course of the year,

entities are dissolved, withdrawn,

fled, converted to an alternate
entity, or merged out of existence.
Therefore, this column represents the
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Oct-09 537
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Feb-11 713
Mar-11 1092
Apr-11 919
May-11 862
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Sep-11 1336
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Nov-11 1030
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Jan-12 1336
Feb-12 1208
Mar-12 1361
Apr-12 1431
May-12 1851
Jun-12 1619
Jul-12 1177
Aug-12 1479
Sep-12 1401
Oct-12 1571
Nov-12 1094
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General Fund Revenue Chart

Hprdic B

2011/2013 Biennium - General Fund Revenue

November 30, 2012 - 29.2% Biennium Remaining

Monthly Monthly
Average Accumulative | Accumulative (Under)
Revenue Revenue Monthly Over
Revenue Per Budget Total Budget Budget
S 7,900,000
Jul-11 S 400,246 | S 329,167 | S 400,246 | S 329,167 | § 71,079
Aug-11 S 506,108 | S 329,167 | $ 906,354 | S 658,333 | S 248,020
Sept-11 S 419,815 | S 329,167 | $ 1,326,168 | S 987,500 | S 338,668
Oct-11 S 485,949 | S 329,167 | $ 1,812,117 | $ 1,316,667 | $ 495,450
Nov-11 S 561,817 | $ 329,167 | S 2,373,934 | S 1,645,833 | S 728,100
Dec-11 S 376,720 | $ 329,167 | $ 2,750,653 | $ 1,975,000 | $ 775,653
Jan-12 S 535,660 | $ 329,167 | $ 3,286,313 | S 2,304,167 | S 982,146
Feb-12 S 580,763 | S 329,167 | $ 3,867,076 | S 2,633,333 | $1,233,742
Mar-12 S 559,573 | $ 329,167 | S 4,426,649 | S 2,962,500 | $1,464,149
Apr-12 S 542,218 | S 329,167 | S 4,968,867 | S 3,291,667 | $1,677,200
May-12 S 496,467 | S 329,167 | $ 5,465,334 | S 3,620,833 | $ 1,844,501
June-12 S 518,493 | S 329,167 | § 5,983,827 | S 3,950,000 | $2,033,827
July-12 S 381,478 | S 329,167 | $ 6,365,304 | S 4,279,167 | $2,086,138
August-12 S 441,926 | S 329,167 | $ 6,807,230 | S 4,608,333 | $2,198,897
Sept-12 S 426,471 | S 329,167 | S 7,233,701 | S 4,937,500 | $2,296,201
Oct-12 S 611,430 | S 329,167 | S 7,845,131 | S 5,266,667 | $ 2,578,465
Nov-12 S 563,036 | S 329,167 | S 8,408,167 | S 5,595,833 | $2,812,333
Revenue
700,000
600,000 ‘\
500,000 ‘\/A /
400,000 / \v/ \V/\/
300,000 = Revenue
200,000
100,000 =
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ALVIN A. JAEGER
SECRETARY OF STATE

.ME PAGE www.nd.gov/sos

E-MAIL sos@nd.gov

SECRETARY OF STATE
STATE OF NORTH DAKOTA

600 EAST BOULEVARD AVENUE DEPT 108
BISMARCK ND 58505-0500

January 11, 2012

TO: Chairman Robin Weisz and Members of the Information Technology Committee
FR: Al Jaeger, Secretary of State
RE: Secretary of State Data Processing System

In response to a question raised shortly before the noon break, | offer you the following information. In
the spring of 2008, the Secretary of State's office issued a RFP and after several months of delays
executed a contract with a vendor for $1,959,000 to be paid over a three biennium period. The project
was to be completed by the end of 2009. However, the project encountered numerous challenges and
delays and the completion time line was extended by several months. During the summer of 2010, the
vendor informed the Secretary of State that the project could not be completed without having additional
funding beyond the contracted rate. At that point, the project was at a standstill with approximately
$500,000 having been paid to the vendor.

Through the budgeting process, the Governor recommended and the Legislature appropriated
$3,500,000 to complete the project under the direction of the Information Technology Department (ITD).

‘ The previous contract with the vendor was nullified. With carry over funds and since then, all
expenditures have been made to ITD. To explain how this information is reported on the quarterly report,
I will ask Justin Data from ITD to come forward when | am finished with my testimony.

Since the beginning of the biennium, ITD and the Secretary of State’s office has been involved in
numerous comprehensive sessions related to requirements gathering. That process was completed in
December. | have attached the cover sheet that will be used for the fourth quarter large project
management report that will be submitted through the appropriate channels and ultimately given to your
committee.

As shown on the cover sheet, the requirements gathering involved 79 different documents. That number
reflects the many and varied duties and functions of the Secretary of State’s office. Since the process
was completed, ITD has been preparing an analysis of the project's projected cost along with a time line.
It is expected within the next few weeks. The project status is currently green.

Even though the project is progressing, it has not been without challenges. For example, this is a large
project for an agency of our size with only 26 employees. Nevertheless, ever effort has been made to
respond in a timely manner to the requirements gathering time line. To do this and because of their other
duties and the significant increase in filings for the office, it has been necessary to authorize overtime and
to hire temporary personnel to provide what is called “backfill” to relieve managers and unit leads to assist
in the requirements gathering process.

Here are two examples of the increased workload that has impacted staff availability for the project. As of
yesterday, the number of Limited Liability Companies registered with the Secretary of State's office had
increased 16% in the five and one-half months since July 25, 2011. That represented 2,474 new filings.

As of today, our office has 10,504 licensed contractors, which is an increase of 19% since the end of the

. last biennium on June 30, 2011. It is an increase of 42% since the beginning of that biennium on July 1,
2009, which represents an increase of 3,138 active contractor licenses. In the six working days since the
beginning of the year, licenses have been issued to 127 contractors.
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Time Line for Technology Project - Secretary of State
October 14, 2010

2004

1. Secretary of State (SOS) begins exploring replacement for AS/400 and Mainframe

2. Summer 2004 - Phase 1 of Secretary of State Knowledge Base (SOSKB) project presented to SITAC
3. Fall 2004 — SOS Budget request of $500,000 for Central Indexing System (CIS) portion of SOSKB

4. Fall 2004 — Governor's Budget recommendation included $250,000

2005

5. Spring 2005 - Legislative Assembly approved $125,000 for Phase 1

6. Spring 2005 - ITD continues working with SOS and contracts with CC Intelligent Solutions (CCIS) to

provide technical assistance
7. December 2005 - Al Jaeger, Mike Ressler, Tracy Korsmo, and Jim Silrum travel to North Carolina
(NC) for meeting with North Carolina SOS. The North Carolina software is being used by
approximately 14 states through a company called OSI.

‘ 2006

8. April 2006 - Signed Memorandum of Understanding with NC SOS on SOSKB development to .net
using ITD, ITD Contractors and the NC SOS technology staff. Although written in VB6, the parties
believed it could be converted to .net based on assurances from Microsoft.

9. Summer 2006 — Phase |l of SOSKB project presented to SITAC

10. Fall 2006 — SOS Budget request included $1,716,413 for Phase |

11. Fall 2006 — Governor’s Budget recommendation included $824,153

2007

12. Spring 2007 — Legislative Assembly approved $824,153 for Phase ||

13. Fall 2007 - ITD, NC SOS, and the ITD contractor continued developing Phase | with little success
and discovered that earlier assurances from Microsoft were erroneous that conversion from VB6 to
.net could be easily accomplished.

2008

14. January 2008 — ITD Developers informed the SOSKB Executive Steering Committee that Phase |
could be completed with more funds, but it would not be a lasting and viable solution. The challenges
with the code conversion were not reported earlier by the ITD development team to upper
management at ITD or the Secretary of State’s office. Had this been known, the project would have
been stopped somewhat earlier resulting in significant savings (NOTE: As a result of this delay in
reporting, many positive and beneficial changes were made to project management and reporting)

15. February 2008 — Secretary Jaeger stops the SOSKB project

16. March 26, 2008 — Report of project stoppage reported to Information Technology Committee

‘ 17. Spring 2008 — SOS determines it has approximately $600,000 remaining in the budget for another
solution, if available



Information Technology Committee
October 14, 2010
Page 2

18.
19.
20.
21.
22.
23.
24.
25.

26.

Spring 2008 — ITD estimates it would require approximately $2.4 million to build the desired system
from the beginning

Spring 2008 — A company named FileONE offers a solution to SOS

Spring 2008 — SOS issues a notice of intent to award sole source to FileONE

Spring 2008 — SOS receives four challenges to this notice

May 2008 — SOS releases RFP for new system to four challengers and FileONE

June 2008 — After extensive evaluation by a large team of evaluators from ITD and SOS staff, CCIS
is selected as vendor for new system

July 2008 - FileONE protests the notice of intent to award — protest denied by State Procurement
Office

August 2008 - Contract is executed between CCIS and SOS for a product identified as cGov360 for
$1,959,000 over six years (subject to legislative appropriations)

October 2008 — CCIS team arrived in ND to gather requirements

27. November 2008 — CCIS begins development
2009
28. January 2009 — CCIS team is in ND gathering more requirements

29.

30.
31.
32.
33.

Spring 2009 — 2009 Legislative Assembly approves $780,000 for continuation of cGov360 project
consistent with the contract executed with the vendor

June 2009 - cGov360 Contract date for completion of project

June 2009 - CCIS team is in ND gathering requirements

Summer 2009 — New project completion schedule is approved

October 2009 - CCIS team in ND gathering requirements

2010

34.
35.
36.
37.
38.

39.

February 2010 — CCIS begins to raise “churn” as the reason for the project delay

April 2010 — CCIS management is in ND to meet with Executive Steering Committee

April 2010 - Launch date for Central Indexing module is set for August 16, 2010

May 2010 - CCIS furlongs most of its staff due to financial challenges

June 2010 - cGov360 project was to be completed according to the revised schedule adopted in
summer of 2009

Present — cGov360 project is not complete and CCIS is working on a recovery plan.

Since 2004, the Secretary of State has requested in its budget requests a total of $2,996,413 to develop
the needed software to provide the productivity of the staff and to provide online services to its customers.
It has received appropriations of $1,729,153, which is $1,267,260 less than the estimates provided by
informed sources as to what it would cost to build a system.



Prepared by the North Dakota Legislative Council
staff for House Appropriations

January 8, 2013
Department 108 - Secretary of State
‘Iouse Bill No. 1002
FTE Positions General Fund Other Funds Total
2013-15 Executive Budget 31.00 $6,691,408 $5,845,849 $12,637,257
2011-13 Legislative Appropriations 28.00 9,326,160 6,786,984 16,113,144"
Increase (Decrease) 3.00 ($2,634,752) ($941,135) ($3,575,887)

computer project.

action during the 2011-13 biennium.

'The 2011-13 appropriation amounts do not include $78,000 continued from the agency's 2009-11 biennium general fund
appropriation relating to the mainframe migration computer project or $102,526 of additional special funds authority available
for carryover from the 2009-11 biennium pursuant to Section 4 of 2011 Senate Bill No. 2002 for the mainframe migration

In addition, the 2011-13 appropriation amounts do not include $196,000 of additional special funds
authority for salaries and wages, transfers from the operating expense line item to the salaries and wages line item, including

3 FTE positions, and $11,300 from the contingencies fund for initiated petition review resulting from Emergency Commission

Agency Funding
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$8.00

Millions
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$2.00 -

000 ,
2007-09
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32.00
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29.00
28.00
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27.00
27.00

26.00
25.00 T : T

2007-09 2009-11 2011-13 2013-15

Executive
Budget

Ongoing and One-Time General Fund Appropriations

the agency's information technology project is fully implemented

. Decreases federal election reform operations to reflect the

projected 2013-15 election costs and more accurately reflect
remaining federal funding

(32,047,414)

Ongoing General Fund One-Time General Total General Fund
Appropriation Fund Appropriation Appropriation
2013-15 Executive Budget $6,597,408 $94,000 $6,691,408
2011-13 Legislative Appropriations 5,783,121 3,643,039 9,326,160
Increase (Decrease) $814,287 ($3,449,039) ($2,634,752)
Executive Budget Highlights
General Fund Other Funds Total
. Removes 2011-13 one-time funding provided for the database ($3,500,000) ($3,500,000)
migration project
. Removes 2011-13 one-time funding for an online public ($43,039) ($43,039)
meeting notification system
. Provides one-time funding for the replacement of a $10,000 $10,000
multipurpose copier
. Provides one-time funding to maintain the AS400 system until $84,000 $84,000

($2,047,414)



6. Increases federal funds for purchasing an enhancement for the $1,000,000 $1,000,000
electronic pollbooks in counties (The state will purchase the
equipment for counties using federal Help America Vote Act
funds available in the state's election fund. Counties will repay
the state's election fund within five years.)

7. Adds funding and 3 FTE positions authorized by the Budget $283,754 $283,754
Section during the 2011-12 interim for the business registration
unit (2 FTE positions) and the business information unit (1 FTE

position)
8. Increases funding for costs related to credit card usage fees $100,000 $100,000
9. Decreases funding for information technology - data processing ($86,879) ($86,879)
expense
10. Adds funding for information technology hosting charges related $17,000 $17,000
to the open meeting application implemented during the 2011-13
biennium
11. Provides funding for state employee salary increases of which $246,577 $7,626 $254,203

$176,966 relates to performance increases and $77,237 is for
market equity adjustments

12. Increases funding for public printing $10,500 $10,500

Other Sections in Bill
General services operating fund - Section 3 provides that any unobligated balance remaining in the Secretary of State's
general services operating fund on June 30, 2013, is not subject to the provisions of North Dakota Century Code Section
54-09-08, and any unexpended funds are available and may be spent by the Secretary of State during the 2013-15 biennium
for the database and processing platform migration project.

Secretary of State's salary - Section 4 provides the statutory changes increasing the Secretary of State's salary. The
Secretary of State's annual salary is increased from the current level of $93,071 to $96,794, effective July 1, 2013, and to
$100,666, effective July 1, 2014, to reflect the 4 percent and 4 percent recommended salary increase.

Amendment of 2011 Session Laws - Funding limitation - Section 5 amends 2011 Session Laws with the intent to extend
the one-time funding of $3.5 million from the general fund for the mainframe migration computer project included in the
operating expenses line item of 2011 Senate Bill No. 2002 to June 30, 2015. However, unless an exemption to Section
54-44 1-11 is approved, the appropriation will expire 30 days after the close of the 2011-13 biennium.

Continuing Appropriations
Athletic commission fund - Section 53-01-09 - Appropriates any funding received by the Secretary of State for license fees
for all boxers, kickboxers, mixed style fighters, promoters, managers, judges, timekeepers, cornerpersons, knockdown
counters, matchmakers, and referees or other participants and fees based on the percentage of gross revenues from any
boxing, kickboxing, mixed fighting style competition, or sparring exhibition held in this state to pay for the expenses of
members of the Commission of Combative Sports.

Significant Audit Findings
There are no significant audit findings for this agency.

Major Related Legislation
At this time, no major legislation has been introduced affecting this agency.
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; Jaeger, Al A. jﬂ ( /
Sent: Friday, February 08, 2013 8:04 AM f 9
To: Sandness, Sheila M.; Peterson, Sheila C.

Cc: Bloms, Renae R.
Subject: Updated information re overtime for HB 1002 Secretary of State
Attachments: 3365_0001.pdf

Please convey the additional information to the committee. Thank you.

The committee may recall that during my testimony | indicated that the monthly average of registrations during the first 18 months of the
biennium was 90% higher than the average of the previous 24 months. The three FTE that were approved last year and for which
reauthorization is being sought are to heip on the front end. For example, during the 21 working days in January, the business unit
processed 1,343 registrations. As indicated in the attached updated graph through January, this is a significant jump over the previous
two months.

With the increased registrations, it also means that subsequently other processing responsibilities kick in. For example, at the
beginning of the biennium, there were 9,732 iimited liability companies registered with the Secretary of State. Atthe end of January
2013, the number was 15,251. This is an increase of 57%. This means that the agency will be processing 5,519 more annual reports
than it did in 2011.

It is anticipated that when the agency'’s software project is completed, that many filers will file online. In the meantime, until that
happens, the overtime is needed to help us make it through the upcoming biennium.

AlJ
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aness, Sheila M. H(b l La
m: Peterson, Sheila C. #7

Sent: Thursday, February 07, 2013 11:46 AM

To: Sandness, Sheila M.

Cc: Bloms, Renae R.; Jaeger, Al A.
Subject: FW:

Sheila,

Here is the information on the overtime in the Secretary of State’s office. Thanks for providing it, Renae.
Sheila

From: Bloms, Renae R.

Sent: Thursday, February 07, 2013 11:41 AM
To: Peterson, Sheila C.

Cc: Jaeger, Al A.

Subject: RE:

Sheila -

The $225,000 in Overtime will be used for additional employee staff time during high volume workloads during the
upcoming biennium such as filing annual reports, registrations, and licensing deadlines. When the new software
rocessing system is almost fully deployed, it will allow for online filing of many documents and therefore the impact of the
essing a large volume of paper documents requiring overtime in a limited time will be reduced.

addition, the overtime will be used for continued work on the SOS technology project. Our management staff is actively
participating in requirements gathering, development and testing of the new technology system and at the same time
managing their regular workload. Therefore, until the project is deployed, they are having to work extra hours to do both
jobs (note: the Deputy SOS does not receive overtime pay). It is anticipated that when the project is complete, the need
for overtime for managers will be greatly reduced. Also, when the project is complete, it is expected that a top level
manager (absolutely essential to the project) with 39 years of experience will retire later in the biennium. That will make a
significant difference in the amount of funding needed for overtime.

This request is to cover the agency for the upcoming biennium during which the project will be substantially completed
and the retirement wil! be effective.

Let me know if you have any other questions,

Renae

From: Peterson, Sheila C.

Sent: Thursday, February 07,2013 10:53 AM
To: Bloms, Renae R.

Subject:

Hi Renae,
Can you provide me with information on the $225,000 in Overtime in your budget. What will it be used for?
Thank you

‘Ia



LISTING OF PROPOSED CHANGES TO HOUSE BILL NO. 1002

Department - Secretary of State

Prepared by the Legislative Council staff
for House Appropriations - Environment
and Education

January 11,2013

Proposed funding changes: General Special
FTE Fund Funds Total
Description

1 Remove funding for costs related to credit card usage fees ($100,000) ($100,000)
2
3
4
5

Total proposed funding changes ($100,000) $0 ($100,000)

Other proposed changes:

1

Amend Section 5 of the House Bill No. 1002 to include an exemption to North Dakota Century Code 54-44.1-11 to allow the Secretary of State to carryover the
appropriation and use unobligated funding available in the general services operating fund on June 30, 2013 for the database and processing platform migration
project. (Estimate $1.2 to $1.3 million in carryover available for the computer project) Get exact number and provide any remaining funds will be turned back

2 Add overtime of $225,600 to one-time funding
3 Add legislative intent that 3 FTEs be one-time funding and be re-evaluated for 2015-17

4
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March 6, 2013

TO: Sen. Holmberg, Chairman, and Members of the Senate Appropriations Committee

FR: Al Jaeger, Secretary of State

RE: HB 1002 - Appropriation for the Secretary of State

1.

8.

9.

Audit — period ended June 30, 2010 — no major finding and all information recommendations
have been adopted

- Public-Printing — subdivision 2 — page 2, lines 4 through 8

See Legislative Council letter dated August 13, 2012
History
2009-2011: $337,000
2011-2013: $310,000
2013-2015: $320,500

Page 1 — agency overview — FTE 30 including Secretary of State plus 1 FTE federally
funded '

Page 2 — agency major accomplishments
Page 3 - agency future critical issues
Page 4 — agency statistical data

Page 5 - agency demand for services
Page 6 — agency program costs

Page 7 - election reform line

10. Page 8 - optional requests



Secretary of State
Public Printing

March 6, 2013

Program Statistical Data

The agency distributes the publications to elected officials, legislators, legislative council, state agencies,
county agencies, judicial system, and libraries as prescribed by law.

Explanation of Program Costs

Under state law, the agency is responsible for the distribution of publications known as “public printing”
that includes the North Dakota Century Code, the North Dakota Administrative Rules, Session Law
Books, etc. Although the appropriation to cover the cost of publishing and distribution is included in the
agency's budget, it is based on a recommendation dated August 13, 2012, from the Legislative Council,
which has the legal responsibility for preparing, supervising, contracting, and communicating with the
- various publishers and vendors regarding these publications. The major portion of the appropriation is
directly related to the cost of printing the North Dakota Century Code, Session Laws, and the North
Dakota Administrative Code. The remaining portion of the appropriation is used by the agency to cover
costs related to programming database records, shipping, mailing, supplies, etc.

Program Goals and Objectives

To provide effective and efficient services to state agencies and others as it relates to the distribution of
publications funded by the public printing appropriation.
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R E C EIVE D John Walstad

AUG 14 2012 August 13, 2012
SEC. OF STATE

STATE CAPITOL, 600 EAST BOULEVARD, BISMARCK, ND 58505-0360

Honorable Alvin A. Jaeger
Secretary of State

State Capitol

Bismarck, ND 58505

Dear Mr. Jaeger:

As you know, the Legislative Council is responsible for preparing the material for and supervising the
publication of the North Dakota Century Code, North Dakota Administrative Code, and North Dakota
Session Laws. The purpose of this letter is to notify you of the estimated costs for the 2013-15 biennium
s0 you can include a sufficient amount in your budget request for these purposes.

During the 2011-13 biennium, cost estimates for the Century Code purchases in your budget were based
on the state maintaining 700 sets of the code. Your staff believes there is no reason to change the

. number of sets needed, so we are continuing to base our estimates on maintaining 700 code sets for the
2013-15 biennium.

During the 2013-15 biennium, we have tentatively identified Volumes 3B, 7A, 9A, 9B, and 10B of the
Century Code for replacement. These replacement volumes must be published to avoid increased costs
for supplements and the eventual need to replace the entire Century Code. Replacement of volumes
also makes the Century Code more easily usable for the public. The Court Rules Annotated volume is
published in a softbound volume that must be replaced each biennium. Based on cost estimates
fumished by LexisNexis, $154,000 will be needed to purchase 700 sets of replacement Volumes 3B, 7A,
9A, 9B, and 10B, and $47,250 will be needed to purchase 700 sets of the Court Rules Annotated volume
and two supplements to that volume.

Based on LexisNexis estimates, $107,100 will be needed to purchase 700 sets of the 2013 pocket
supplements, and $40,600 will be needed to purchase 700 sets of the 2013 general index. We are
recommending that the state not purchase 700 sets of the Advance Code Service, which will result in a
savings of $64,400.

The estimated costs for Century Code updates for the 2013-15 biennium total $348,950. In the letter of
estimated costs from Ms. Leslie Ostrander, Director, Government Content Acquisition, LexisNexis (copy
enclosed), it is stated that LexisNexis offers state govermment subscribers a 25 percent discount.
Application of this discount will reduce estimated expenditures for 2013-15 Century Code updates to
$261,712.50.

For the 2011-13 biennium, costs were decreased substantially because the Administrative Code is now
being published in a CD-ROM format. We estimated CD-ROM preparation and mailing costs for the

. Administrative Code would total $7,000 for the 2011-13 biennium. Your staff believes the same amount
will be adequate for the 2013-15 biennium.

701.328.2916 Fax 701.328.3615 www.legls.nd.gov lcouncli@nd.gov



We estimate that $35,000 will be required to cover printing, binding, and mailing costs for the 2013 North
_ Dakota Session Laws.

We respectfully request that you inciude $303,712.50 in your budget request for the 2013-15 biennium for
publication and printing costs for the North Dakota Century Code, North Dakota Administrative Code, and
North Dakota Session Laws and postage and mailing costs for the Administrative Code and Session
Laws. ‘This is a 3.6 percent increase from the comparable amount we recommended for these expenses

for the 2011-13 biennium.

We are not in a position to make any suggestions regarding the other costs that must be included in the
_public printing line item of your budget, including the costs of individual volumes to update old sets of the
Century Code, the new sets of the Century Code required for new members of the Legislative Assembly,
and postage and mailing costs for the Century Code. Therefore, those costs are not included in our

estimates.

Thank you for your attention to these matters. Please contact this office if you have any questions. We
are sending a copy of this letter to Ms. Pam Sharp, Director, Office of Management and Budget, for her

information.

W. Smith
rector

JWS/BM
Enc.
cc: Ms. Pam Sharp
Ms. Leslie Ostrander



July 18,2012

John Walstad

North Dakota Legislative Council
State Capitol, 600 East Boulevard
Bismarck, ND 58505 '

Dear John:

I am pleased to provide the following estimated prices for the North Dakota Century Code
2013-2014 upkeep service. The following prices reflect slight increases from the pricing
levels offered for 2011-2012. The cost of production has increased over the past two years
and although the Producer Price Index for Book Publishers has risen 8% over the last two
years, | have kept the requested increases significantly lower than that amount.

As requested, 1 have included the base estimates on options for three, four, or five
replacement volumes in the two-year period.

Cumulative Supplement The price of the 2013 Supplement will depend on the number of
volumes replaced. If five volumes are replaced, the price of the Supplement is $153.00. If
four volumes are replaced, the price of the Supplement is $168.00. And if only three
volumes are replaced, the price of the Supplement is $182.00.

Index The price of the Index will be $58.00 with the publication of five Replacement
volumes. The price increases to $60.00 with four Replacement volumes and $61.00 with
three replacement volumes.

Replacement Volumes Our recommendation is for the replacement of five volumes, two
in one year and three in the next. After consulting with our editorial department, our
recommendation is to replace Volume 3B (2003 volume with 246 page supp); Volume 9A
(2007 volume with 257 page supp); Volume 9B (1999 volume with 150 page supp);
Volume 10B (2008 volume with 200 page supp) and Volume 7A (2004 volume with 171
page supp.) If five volumes are replaced, the price for each copy of each replacement
volume will be $44.00. If four volumes are replaced, the price for each copy of each
replacement volume will be $45.00. And if only three volumes are replaced, the price for
each copy of each replacement volume is $46.00.
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Packxge Pnca For comparison purposes, the various options with prices and the total
package price of Supplement, Replacement Volumes and Index are as follows:

No. Repl. Price of Price of Price of

Option  Vols. Supp. Volumes . Index Total Increase
1 5 $153.00 $44.00 $58.00 $431.00 4.0%
2 4 $168.00 $45.00 $60.00 $408.00 4.5%
3 3 $182.00 $46.00 $61.00 $381.00 5.0%

Advance Code Service The Advance Code Service will be issued in three (3) pamphlets
at even intervals during each year between the publication of the 2013 and 2015
Supplements. The price of the Advance Code Service will increase to $46.00 per year.

Court Rules Volumes and Supplements The next edition of the Court Rules volume is |
currently scheduled for publication in early 2014. The price of that edition will be $46.00,

a 5% increase in the price of $44.00 from the 2012 Edition.. The first two supplements to .
the 2012 Edition will increase to $11.50 and $12.00 respectively.

Government Discount We will continue to offer state govemment subscribers a 25%
discount on its purchases of the North Dakota Century Code for the 2013-2014 biennium.

Please let me know if you have any questions.

Sincerely,

Leslie Ostrander

Director
Govemment Content Acquisition
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SECRETARY OF STATE
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Secretary of State
Information for Budget

March 6, 2013

AGENCY STATUTORY AUTHORITY

ND Constitution Article V, Section 12; North Dakota Century Code Title 10 and Title 16.1; North Dakota
Century Code Chapters 15.02, 35-01, 35-05, 35-17, 35-21, 35-29, 35-30, 35-31, 41-09 ,43-07, 44-Q6,
45-10, 45-10.1, 45-11, 45.22, 45-23, 47.22, 47-25, 50-22, 53-01, 54-05.1, 54-09, 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 units. The agency performs these functions in accordance with the requirements of
the state's constitution and laws.

'AGENCY MISSION STATEMENT

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 have a formal written program, the agency’s management team and unit leads have
access to various processes for tracking productivity, effectiveness, efficiency, quality of customer service,
and compliance with laws. It is anticipated the statistical tracking of information will be improved with the
agency’s migration to a new database and document processing platform, for which funding was approved
in the 2011/2013 biennium and for which continued (carryover) funding is being requested in the agency's
2013/2015 budget request.



Secretary of State
March 6, 2013
Page 2

AGENCY MAJOR ACCOMPLISHMENTS

1. Enhanced agency website, which received approximately 505,000 hits over a 12 month period ending
June 30, 2012 on its various pages and sections.

2. Enhanced 24/7 live business records search on agency website which displays data about business
entities filed with the agency.

3. Enhanced website for access to annual reports filed by businesses allowing them to complete reports
on-line and then print, sign, and mail the reports to the agency.

4. Continued the software development to enable migration of the agency’'s database from AS/400
platform created in 1988/1992 to a new operating platform. This will allow for on-line filing of many
documents and reports, which will be very beneficial for the future.

5. Continued the mandated migration of the Central Indexing System (CIS) from the state’s mainframe.
This will greatly enhance the agency's CIS, which is connected to the state’s 53 counties and provides
a centralized depository for various lien documents.

6. _Continued to enhance the agency’s Election Management System (EMS) and Election. Administration
System (EAS), which provide new and expanded election information on the agency's website about
elections, candidates, campaign contributions, voter precinct finder, polling location details and the
reporting of election night returns. In addition, it assists in the administration of petition review, poll
worker tracking, voting statistics reporting, and early and absentee voting. A specific feature already
mentioned was launched in October 2008 that allows the voter to find his or her voting precinct with a
house number and zip code.

During the recent general € lection, the Secretary of State's website had 149,899 visitors to view the
results, which translated to 819,294 page views (Exhibit C)

7. Launched the Central Voter File for use by the counties to track absentee ballots, allow for the efficient
management of early voting precincts, and to expedite the voting process on election day.

£4
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AGENCY FUTURE CRITICAL ISSUES

In the statistical data section of the program narrative, the data reveals that since 1995/1997 and through
the 2009/2011 biennium, the agency’s revenue has steadily increased. The 2009/2011 biennium revenue
increased 14% from the previous biennium. The increased revenue is directly related to the increase in
the number of registrations, filings, and increased demand for the services provided by the agency. In
order torespond to this increased demand, the agency is substantially dependent on the use of information
technology (e.g. software, hardware, Internet, etc.), which it uses to provide the timely, accurate, and
efficient services expected by the public, businesses, and customers of the agency.

As is documented in the statistical data section on page 5, the agency is processing 78,189 more
documents per year than it did in 1995. Therefore, to provide services in a cost effective and efficient
manner for the public;-it-is-vitally-important that the agency receive support for technology initiatives and
continued authorization for the three additional FTE's approved in 2012 to handle the increase in workload.

The agency is the first place stop and prime filer of a variety of business related information. In other
words, business in North Dakota begins with the Secretary of State's office. Therefore, the agency has a
key role in the state's e-government initiatives making it imperative the agency has adequate funding and
support in order to implement the appropriate technology to meet these goals and provide services the
public is requesting. It is critical to continue the migration of the two databases from their current
environment to the new platform. The increase in services and productivity will be significant. The
funding required for continuing the migration is included as a carryover request in an Optional Request in
this budget.

The technology project approved by the 2011 Legislative Assembly in Section 3 of SB 2002 (2011 Session
Laws, Chapter 28) and referred to in HB 1002 in Section 5 is on track and on budget. To ensure adequate
funding, Section 3 of HB 1002 beginning on line 30 on page 2 allows the agency to use unexpended funds
in its general services operating fund at the end of this biennium in the next biennium.

NOTE: Also enclosed with this testimony (Exhibit D) is a history presented to the Interim Technology
Committee of the efforts of this agency to enhance it technology because there continues to be some
misunderstanding. Although it is dated, the history still clearly documents that until the 2011 session, the
agency has never been given full funding to complete a technology project. Therefore, the agency
attempted within the resources available to it to respond to customer demands for services. Although
painful, the good news is that the present project is very robust and will be able to accommodate services
and processing procedures that were not contemplated at the beginning of the journey.

Having adequate FTE's and the ability to offer competitive salaries is a challenge. For example, last year,
two FTE were hired for Administrative Assistant Il positions. They were offered salaries that were within a
few dollars of the salaries currently being received by agency staff (in the same position) that has been
employed for several years. The agency needs to have competitive salaries and address compression
issues in its employment structure to be competitive and to pay salaries appropriate for agency staff.
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PROGRAM STATISTICAL DATA
History of Revenue and Expenditures for the past seven budget cycles

Revenue

» 1997/1999 - $ 4,912,970

» 1999/2001 - $ 5,953,504 (general $5,555,610; * special $333,036) increased 21.2% over previous
biennium

» 2001/2003 - $ 6,277,698 (general $5,869,160; * special $371,868) increased 5.5% over previous
biennium

+ 2003/2005- $ 6,716,245 (general $6,289,108, * special $401,305) increased 7.0% over previous biennium
+ 2005/2007 - $ 7,289,015 (general $6,815,185, * special $454,445) increased 8.5% over previous
biennium.

» 2007/2009 - $ 7,949,077 (general $7,432,582, * special $516,495) increased 9.1% over previous
biennium.

» 2009/2011 - $ 9,058,760 (general $8.543.052, * special $515,708) increased 14% over previous
biennium.

» 2011/2013 Estimated: - $ 8,480,172 (Estimated: general $7,900,000, * special $580,172)

* The 1999 Legislative Assembly authorized a General Services Operating Fund for the agency's "retail"
trade. At the end of the 2005/2007 biennium, the agency transferred $25,137 to the state's general fund,
which was the uncommitted amount over $75,000. -

Expenditures

*1997/1999 - $ 2,839,345

» 1999/2001 - $ 3,545,065 increased 24.8% over previous biennium (see note # 1)
» 2001/2003 - $ 3,961,253 increased 11.7% over previous biennium (see note # 2)
+2003/2005 - $ 4,146,332 increased 4.7 % over previous biennium

+ 2005/2007 - $ 4,536,178 increased 9.4% over previous biennium (see note # 3)
+ 2007/2009 - $5,666,247 increased 24.9% over previous biennium (see note #4)
+2009/2011 - $6,168,973 increased 8.9% over previous biennium (see note #5)

Note # 1 Because of a system wide reallocation by ITD of the costs related to the statewide area network
connecting the agency and the state's fifty-three counties for the operation of the central indexing system,
the budget was increased by $300,000 from $75,000 to $375,000, accounting for 39% of the increase.
Another $197,000, or 26% of the increase, was for salaries as approved by the legislature, emergency
commission, and the budget section. Most of the remaining $264,000, or 35% of the increase was for
increased expenses related to services provided by ITD and other technology related expense as approved
by the legislature, emergency commission, and the budget section. Almost half of that amount was directly
related to the cost of providing the increased demand for agency information as authorized through the
agency's general services operating fund, with those expenses being covered by the revenue generated to
that account.

Note # 2 ITD again reallocated costs related to the statewide area network resulting in another $175,000
increase added to the agency's budget.

Note # 3 The expenditures included a one-time amount of $125,000 for migration of database.
Note # 4 - The expenditures included a one-time amount of $825,000 for migration of database.

Note # 5 - The expenditures included a one-time amount of $702,000 for migration of database (One time
funding was $780,000 total, we requested $78,000 in carryover to 11-13 Biennium)
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Demand for Services

The demand for the agency's services has grown steadily during the period beginning June 30, 1995, and
ending June 30, 2012. This is in direct relationship to the net increase in filings and registrations as listed
below.

June 30, 1995 June 30,2012 Percentage Increase/decrease

Contractors 4,701 9,220 +96%
Charitable Solicitation 559 2,915 +421%
Notary Publics 10,419 13,672 +31%
ND For-profit corporations 10,734 14,198 +27%
ND Cooperatives 434 305 -34%
ND Professional corporation 552 993 +80%
Foreign For-profit corporations 7,307 16,737 +115%
Foreign cooperatives 45 73 +62%
Limited Liability Companies (all) 441 20,165 +4473%
Limited Liability partnerships (all) 13 3,021 +23138% -
Limited Partnerships (all) 864 1,609 +86%
Limited Liability Limited Partnerships 0 850 +850%
Partnership Fictitious Names 1,362 1,871 +37%
Trademarks 1,286 1,450 +13%
Trade names 3,565 24,932 +599%
ND non-profit corporations * 0 7,502 +7502%
Foreign non-profit corporations * 0 2,514 +2514%
Total 42,282 120,471 +185%

*Prior to 1997, non-profit corporations were not required to file an annual corporate report. Therefore, the
agency is processing an additional 10,016 filings that it did not process fourteen years ago.

Exhibit A is an example of the increase in one of the units within the agency. It lists the business
registrations since the beginning of the biennium and the graph illustrates the growth in registrations over-.
the last 42 months. During the past 20 months, the agency processed an average of 1,334 filings per
month. When compared to the monthly average of 707 during the previous biennium, the average number
of filings processed was 90% more per month than the preceding 24 months.

The agency also licenses contractors. At the end of the June 2009, the agency had 6,262 active licenses.
At the end of June 2011, the agency had 8,824 active licenses, an increase of 41%. In January, the
agency has 12,045 active licenses, which is an increase of 36.5% in the past 18 months and an increase of
92% in the last 42 months.

Exhibit B provides the revenue impact to the state's general fund. When the current budget estimates
were prepared in the fall of 2010, it was projected that the agency would generate $7,900,000 for the state's
general fund or approximately $2,200,000 over its general fund appropriation. At the end of January, the
agency already had general fund revenues of $9,245,222 or $2,991,055 over the estimated revenue budget
with 5 months still remaining in the biennium.
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EXPLANATION OF PROGRAM COSTS

For the 2011-2013 biennium, the appropriated salary line represented approximately 65% of the agency's
total general fund spending authority. (This does not include the $3.5 million of one-time funding
appropriated for the technology project)

The appropriated operating line for 2011-2013 represented approximately 35% of the agency's total
general fund spending authority. Of that amount, approximately 62% of the operating line was budgeted
for payments to the state's Information Technology Division (ITD). The remaining 38% is spread among
other object code categories and supports the general operations of the agency. Those budget object
codes include telecommunications, travel, mailing services, professional development, fees and services,
repairs and maintenance of equipment, insurance, office supplies, printing, professional supplies and
materials, and miscellaneous expenses.

The agency also has a general service fund, which is the retail account for information sold by the agency.
Approximately 75% of that budget is to cover expenses related to the technology for providing the
requested information.

Extensive technology is used by the agency to increase productivity, provide better and faster services for
the public, and to maintain many thousands of records associated with approximately 100 diverse and
varied categories that relate to the duties of the agency. For example:

1. The agency's budget supports the statewide Central Indexing System (CIS) area network connecting
the agency and the state's fifty-three county Recorder offices. The budget supports the maintenance
of the database housed on the state's mainframe computer, which database is currently being
migrated to a new database. The CIS contains approximately 295,500 active files related to various
personal property liens throughout the state.

2. The agency's budget supports a database of approximately 265,000 names for approximately 100
diverse and varied categories related to the duties of the agency and for associated expenses such as
programming, which is only available from a private vendor. For2013-2015, the agency is submitting
an optional request to allow the carryover of the remaining amount of the $3.5 million one-time funding
from the 11-13 biennium to continue the migration of the agency's databases to a new operating
platform.

3. The agency's budget supports an Internet web site and covers associated expenses.
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ELECTION REFORM

Since the adoption of HAVA, the state has received the following amounts of funding.
In 2003, it received $5,000,000, which did not require a state match.

In 2004, it received $4,150,000, which required a 5% state match. According to the State Plan, 1/2 share
of the 5% was provided by the state and the other Y2 share was provided by each one of the state's 53
counties in proportion to the voting equipment supplied to them. The state's share was appropriated in
Section 2 of Senate Bill 2002 as adopted by the 2003 Legislative Assembly and signed by the Governor.
Each of the counties receiving voting equipment paid their 1/2 share as committed allocated in their
respective budgets. The state's share of $105,000 was provided from the projected agency's turn back to
the general fund at the end of the 2001/2003 biennium.

For the fiscal year 2004, Congress appropriated an additional $7,446,803, which required a 5% state match
of $391,937. As part of the match, the federal Election Assistance Commission recognized the agency's
investment in its Election Management System as an in-kind contribution in the amount of $257,970. The
balance for the match was contributed by the Counties in the-amount of $57,867 and the legislature
appropriated $76,100.

In 2008, Congress appropriated an additional amount in the Omnibus Appropriations Act for Fiscal Year
2008, which resulted in North Dakota becoming eligible for an additional $575,000 for the HAVA election
fund. Inorder to secure it, the state was required to provide a 5% match. This was achieved when the
Emergency Commission on March 14, 2008 authorized the amount of $30,263 from state’s contingency
fund to be used for this purpose.

In 2009, North Dakota became eligible for an additional $500,000 for the HAVA election fund. In order to
secure it, the state was required to provide a 5% match. The 5% match of $26,316 was appropriated by
the Legislative Assembly in the House Bill 1002.

In 2010, appropriated an additional amount in the Omnibus Appropriations Act for Fiscal Year 2010, which
resulted in North Dakota becoming eligible for an additional $350,000 for the HAVA election fund. In order
to secure it, the state was required to provide a 5% match. This was achieved when the Emergency
Commission on March 4, 2010 authorized the amount of $18,421 from state contingency fund to be used for
this purpose.

In 2011, North Dakota was appropriated an additional amount in the 2011 Requirements Payments under
Section 251 of the Help America Vote Act, which resulted in North Dakota receiving an additional $6,454 for
the HAVA election fund. In order to secure it, the state was required to provide a 5% match. This was
achieved using current appropriation in the State's election fund in the amount of $340.

The current balance in the account is approximately $4,400,000.



Secretary of State
March 6, 2013
Page 8

Optional Requests
Public Printing Operational Changes

Governor Recommended

3FTE’s
Governor Recommended

Compression
Governor Recommended

Credit Card Costs
Governor Recommended

Multipurpose Copier
Governor Recommended

Overtime
Governor Recommended

Annual Leave Pay-outs - Retirement
Governor Recommended

Election Reform Funding Source Change

Governor Recommended

ITD Operational Costs
Governor Recommended

10,500
10,500

283,754
283,754

165,000
0

100,000
100,000

10,000
10,000

200,000
0

28,000
0

118,585
0

101,000
101,000
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State of North Dakota - Secretary of State - Business Registrations - July 1, 2011 through June 30, 2012
a Percen
Juk11 | Aug-11 | Sep-11| Oct-11 | Nov-11| Dec-11 | Jan-12 | Feb-12 | Mar-12 | Apr-12 | May-12| Jun-12 T?'eg‘:g; :1"" T:‘:‘;g‘,’;&;’,“’ (;:Z:‘::) ;rovi;:g:f;/;:?
of 8/30/2012
Monthly New Registrations

Business Corporations 60 98 99 77 74 47 117 96 89 103 93 122 13,330 13,661 331 2.5%
Limited Liability Companies 233 344 312 286 246 325 327 305 394 403 420 464 9,732 12,853 3.121 32.1%
Coops/Electric Coops/Mutual Ald Cor 0 0 2 0 1 1 0 0 0 1 0 0 292 286 £ -2.1%
Farm Corporations 0 3 0 0 0 0 2 0 1 4 0 1 756 753 -3 -0.4%
Farm Limited Liability Companies 3 0 2 3 2 2 3 0 3 2 3 1 190 203 13 6.8%
Professional Corporations 2 1 2 3 0 3 6 1 2 2 1 3 971 993 22 2.3%
Profassional Limited Liability Co 2 3 3 3 4 4 3 3 5 2 3 7 138 167 29 21.0%
?oreign Corporations 242 311 229 213 184 193 193 190 193 238 248 245 14,072 15,737 1,665 11.8%
Foreign Professional Corporations 3 6 7 4 6 5 5 6 2 15 3 12 166 232 66 39.8%
Foreign Limited Liability Companies 163 173 180 224 127 122 160 150 154 219 222 218 5,288 6,934 1,646 31.1%
Foreign Coops 1 0 0 0 0 0 0 0 2 1 0 0 73 73 0 0.0%
Limited Partnerships 6 8 8 6 7 8 17 5 17 19| . 21 7 1,602 1,609 7 0.4%
Limited Liability Partnerships 20 39 38 30 KX] 22 50 24 29 23 31 39 2,874 3,021 147 5.1%
Limited Liability Limited Partnerships 6 9 8 5 11 19 7 8 7 9 9 8 774 850 76 9.8%
Church/Nonprofit Corporations/Certifi 12 29 221 25 17 24 22 14 26 21 26 32 7,432 7,502 70 0.9%
Foreign Nonprofit Corporations 16 37 24 26 19| 23 29 13 20 24 | 30 39 2,309 2,514 205 8.9%
Nonprofit LLC 0 0 0 1 0 0 0 0 0 0 0 0 8 8 0 0.0%
Foreign Nonprofit LLC 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 #DIV/0!
Trade Names 401 430 377 357 273 285 356 362 392 322 682 384 22,749 24,932 2,183 9.6%
Trademarks 10 9 0 9 0 2 15 3 5 5 15 6 1,458 1,450 -8 -0.5%
Partnerships Fictitious Names 26 39 24 19 26 28 24 28 20 18 44 31 1,777 1,871 94 5.3%
Total New Filings/Month 1,206 | 1,539 | 1,336 | 1,291 | 1,030 | 1,113 | 1,336 | 1,208 | 1,361 | 1,431 | 1,851 | 1,619 85,991 95,649 9,658 11.2%
; e

“During the course of the year,

entities are dissolved, withdrawn,

c lled, converted to an alternate

entity, or merged out of existence.

Therefore, this column represents the
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State of North Dakota - Secretary of State - Business Registrations - July 1, 2012 through June 30, 2013

. " Percentage Versus|
Juk12 | Aug-12| Sep-12| Oct-12 | Nov-12| Dec-12 | Jan-13 | Feb-13 B/1/20129 Apr-13 | May-13| Jun-13 T"o'f'sg‘;;;g 1"2"d T:f'g'z‘;:'lvzz:’;.d (;’::;::’s:) i bioga Vit
of 10/31/2012
Monthly New Registrations
Business Corporations 79 80 80 82 66 64 107 66 13,661 13,541 -120 0.9%
Limited Liability Companies ] 385 345 435 271 348 380 339 12,853 15,575 2,722 21.2%
[Coops/Electric Coops/Mutual Ald
Corps/Grazing Assns 0 0 0 0 0 0 0 0 286 282 -4 -1.4%
Farm Corporations 0 1 2 4 0 1 14 5 753 791 38 5.0%
Farm Limited Liability Companies 2 3 0 3 6 13 6 6 203 234 31 15.3%
Professional Corporations 3 3 5 2 2 7 12 4 993 976 -17 1.7%
Professional Limited Liabiiity Co 1 5 5 9 2 4 6 3 167 204 37 22.2%
Foreign Corporations 198 238 191 193 134 131 157 167 15,737 16,745 1,008 6.4%
Foreign Professional Corporations 5 10 9 9 4 6 6 8 232 288 56 24.1%
Foreign Limited Liability Companies 180 193 192 188 143 130 144 132 6,934 8,042 1,108 16.0%
Foreign Coops 0 1 0 0 0 0 0 0 73 73 0 0.0%
Limited Partnerships 10 10 12 8 16 13 6 10 1,609 1,600 -9 -0.6%
Limited Liability Partnerships 35 38 38 36 28 39 29 33 3,021 3,071 50 1.7%
Limited Liability Limited Partnerships 6 16 15 20 27 33 26 10 850 935 85 10.0%
Church/Nonprofit
Corporations/Certified NP
Development Corps 20 20 25 30 26 21 20 21 7,502 7,486 -16 -0.2%
Foreign Nonprofit Corporations 27 26 39 32 31 25 30 21 2,514 2,655 141 5.6%
Nonprofit LLC 1 1 0 0 2 0 0 1 8 13 5 62.5%
Foreign Nonprofit LLC 0 0 0 0 0 0 0 0 0 0 0 #DIV/0!
Trade Names 274 411 414 487 306 259 368 312 24,932 28,194 3,262 13.1%
Trademarks 4 11 10 6 10 4 11 8 1,450 1,471 21 1.4%
Partnerships Fictitious Names 19 27 19 27 20 16 21 24 1,871 1,906 35 1.9%
Total New Filings/Month 1,177 | 1,479 | 1,401 | 1,571 | 1,004 | 1,124 | 1,343 | 1,170 95,649 104,082 8,433 8.8%
\
*During the course of the year, entitles are dissolved, withdrawn,
cancelled, converted to an alternate entity, or merged out of existence.
Therefore, this column represents the net number of business entities
listed as e:(lstin_zI {active or not in good standing) asTal the date listed.
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Secretary of State
General Fund Revenue Chart

E)‘A/é/'?/ /5

2011/2013 Biennium - General Fund Revenue
January 31, 2013 - 21% Biennium Remaining
Monthly Monthly
Average Accumulative | Accumulative (Under)
Revenue Revenue Monthly Over
Revenue Per Budget Total Budget Budget
S 7,900,000
Jul-11 S 400,246 | S 329,167 | S 400,246 | S 329,167 | S 71,079
Aug-11 S 506,108 | S 329,167 | $ 906,354 | S 658,333 | S 248,020
Sept-11 S 419,815 | $ 329,167 | $ 1,326,168 | S 987,500 | S 338,668
Oct-11 S 485949 | S 329,167 | $ 1,812,117 | $ 1,316,667 | S 495,450
Nov-11 S 561,817 | S 329,167 | $ 2,373,934 | S 1,645,833 | § 728,100
Dec-11 S 376,720 | S 329,167 |- $ 2,750,653 | S 1,975,000 | $ 775,653
Jan-12 S 535,660 | S 329,167 | $ 3,286,313 | S 2,304,167 | S 982,146
Feb-12 S 580,763 | S 329,167 | $ 3,867,076 | S 2,633,333 | $1,233,742
Mar-12 S 559,573 | S 329,167 | $ 4,426,649 | S 2,962,500 | S 1,464,149
Apr-12 S 542,218 | S 329,167 | $ 4,968,867 | S 3,291,667 | $1,677,200
May-12 S 496,467 | S 329,167 | $ 5,465,334 | S 3,620,833 | $ 1,844,501
June-12 S 518,493 | S 329,167 | $ 5,983,827 | $ 3,950,000 | $ 2,033,827
July-12 S 381,478 | S 329,167 | $ 6,365,304 | S 4,279,167 | $ 2,086,138
Aug-12 S 441,926 | S 329,167 | $ 6,807,230 | S 4,608,333 | 52,198,897
Sept-12 S 426,471 | S 329,167 | $ 7,233,701 | S 4,937,500 | $ 2,296,201
Oct-12 S 611,430 | S 329,167 | $ 7,845,131 | $ 5,266,667 | $2,578,465
Nov-12 S 563,036 | S 329,167 | $ 8,408,167 | $ 5,595,833 | $2,812,333
Dec-12 S 271,432 | S 329,167 | $ 8,679,599 | S 5,925,000 | $ 2,754,599
Jan-13 S 565,623 | S 329,167 | $ 9,245,222 | $ 6,254,167 | $2,991,055
Revenue
700,000
600,000 /*\ [
500,000 -
400,000 \vﬁ/ \\I[
S001909 M ——Revenue
200,000
100,000
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EXLbE D

PHONE (701) 328-2900
FAX (701) 328-2992

ALVIN A. JAEGER

.SECRETARY OF STATE
HOME PAGE www.nd.gov/sos E-MAIL sos@nd.gov

SECRETARY OF STATE
STATE OF NORTH DAKOTA

600 EAST BOULEVARD AVENUE DEPT 108
BISMARCK ND 58505-0500

January 11, 2012

TO: Chairman Robin Weisz and Members of the Information Technology Committee
FR: Al Jaeger, Secretary of State
RE: Secretary of State Data Processing System

In response to a question raised shortly before the noon break, | offer you the following information. In
the spring of 2008, the Secretary of State’s office issued a RFP and after several months of delays
executed a contract with a vendor for $1,959,000 to be paid over a three biennium period. The project
was to be completed by the end of 2009. However, the project encountered numerous challenges and
delays and the completion time line was extended by several months. During the summer of 2010, the
vendor informed the Secretary of State that the project could not be completed without having additional
funding beyond the contracted rate. At that point, the project was at a standstill with approximately
$500,000 having been paid to the vendor. o v

Through the budgeting process, the Governor recommended and the Legislature appropriated

‘ $3,500,000 to complete the project under the direction of the Information Technology Department (ITD).
The previous contract with the vendor was nullified. With carry over funds and since then, all
expenditures have been made to ITD. To explain how this information is reported on the quarterly report,
I will ask Justin Data from ITD to come forward when | am finished with my testimony.

Since the beginning of the biennium, ITD and the Secretary of State’s office has been involved in
numerous comprehensive sessions related to requirements gathering. That process was completed in
December. | have attached the cover sheet that will be used for the fourth quarter large project
management report that will be submitted through the appropriate channels and ultimately given to your
committee.

As shown on the cover sheet, the requirements gathering involved 79 different documents. That number
reflects the many and varied duties and functions of the Secretary of State's office. Since the process
was completed, ITD has been preparing an analysis of the project's projected cost along with a time line.
It is expected within the next few weeks. The project status is currently green.

Even though the project is progressing, it has not been without challenges. For example, this is a large
project for an agency of our size with only 26 employees. Nevertheless, ever effort has been made to
respond in a timely manner to the requirements gathering time line. To do this and because of their other
duties and the significant increase in filings for the office, it has been necessary to authorize overtime and
to hire temporary personnel to provide what is called “backfill” to relieve managers and unit leads to assist
in the requirements gathering process.

Here are two examples of the increased workload that has impacted staff availability for the project. As of
yesterday, the number of Limited Liability Companies registered with the Secretary of State’s office had
increased 16% in the five and one-half months since July 25, 2011. That represented 2,474 new filings.

. As of today, our office has 10,504 licensed contractors, which is an increase of 19% since the end of the
last biennium on June 30, 2011. It is an increase of 42% since the beginning of that biennium on July 1,
2009, which represents an increase of 3,138 active contractor licenses. In the six working days since the
beginning of the year, licenses have been issued to 127 contractors.
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2004

1. Secretary of State (SOS) begins exploring replacement for AS/400 and Mainframe

2. Summer 2004 — Phase 1 of Secretary of State Knowledge Base (SOSKB) project presented to SITAC
3. Fall 2004 — SOS Budget request of $500,000 for Central Indexing System (CIS) portion of SOSKB

4. Fall 2004 — Governor's Budget recommendation included $250,000

2005

5. Spring 2005 - Legislative Assembly approved $125,000 for Phase 1

6. Spring 2005 - ITD continues working with SOS and contracts with CC Intelligent Solutions (CCIS) to

provide technical assistance
7. December 2005 - Al Jaeger, Mike Ressler Tracy Korsmo, and Jim Silrum travel to North Carolina
(NC) for meeting with North Carolina SOS. The North Carolina software is being used by
‘ approximately 14 states through a company called OSI.

2006

8. April 2006 - Signed Memorandum of Understanding with NC SOS on SOSKB development to .net
using ITD, ITD Contractors and the NC SOS technology staff. Although written in VB6, the parties
believed it could be converted to .net based on assurances from Microsoft.

9. Summer 2006 — Phase Il of SOSKB project presented to SITAC

10. Fall 2006 — SOS Budget request included $1,716,413 for Phase ||

11. Fall 2006 — Governor's Budget recommendation included $824,153

2007

12. Spring 2007 - Legislative Assembly approved $824,153 for Phase ||

13. Fall 2007 - ITD, NC SOS, and the ITD contractor continued developing Phase | with little success
and discovered that earlier assurances from Microsoft were erroneous that conversion from VB6 to
.net could be easily accomplished.

2008

14. January 2008 — ITD Developers informed the SOSKB Executive Steering Committee that Phase |
could be completed with more funds, but it would not be a lasting and viable solution. The challenges
with the code conversion were not reported earlier by the ITD development team to upper
management at ITD or the Secretary of State’s office. Had this been known, the project would have
been stopped somewhat earlier resulting in significant savings (NOTE: As a result of this delay in
reporting, many positive and beneficial changes were made to project management and reporting)

15. February 2008 - Secretary Jaeger stops the SOSKB project

. 16. March 26, 2008 — Report of project stoppage reported to Information Technology Committee

17. Spring 2008 — SOS determines it has approximately $600,000 remaining in the budget for another

solution, if available



Information Technology Committee
October 14, 2010
Page 2

18. Spring 2008 — ITD estimates it would require approximately $2.4 million to build the desired system
from the beginning

19. Spring 2008 — A company named FileONE offers a solution to SOS

20. Spring 2008 — SOS issues a notice of intent to award sole source to FileONE

21. Spring 2008 — SOS receives four challenges to this notice

22. May 2008 — SOS releases RFP for new system to four challengers and FileONE

23. June 2008 - After extensive evaluation by a large team of evaluators from ITD and SOS staff, CCIS
is selected as vendor for new system

24. July 2008 - FileONE protests the notice of intent to award — protest denied by State Procurement
Office

25. August 2008 - Contract is executed between CCIS and SOS for a product identified as cGov360 for
$1,959,000 over six years (subject to legislative appropriations)

26. October 2008 — CCIS team arrived in ND to gather requirements

27. November 2008 — CCIS begins development

2009

28. January 2009 — CCIS team is in ND gathering more requirements

29. Spring 2009 — 2009 Legislative Assembly approves $780,000 for continuation of cGov360 project
consistent with the contract executed with the vendor

30. June 2009 — cGov360 Contract date for completion of project

31. June 2009 - CCIS team is in ND gathering requirements

32. Summer 2009 — New project completion schedule is approved

33. October 2009 — CCIS team in ND gathering requirements

2010

34. February 2010 — CCIS begins to raise “churn” as the reason for the project delay

35. April 2010 - CCIS management is in ND to meet with Executive Steering Committee

36. April 2010 — Launch date for Central Indexing module is set for August 16, 2010

37. May 2010 - CCIS furlongs most of its staff due to financial challenges

38. June 2010 - cGov360 project was to be completed according to the revised schedule adopted in
summer of 2009

39. Present - cGov360 project is not complete and CCIS is working on a recovery plan.

Since 2004, the Secretary of State has requested in its budget requests a total of $2,996,413 to develop
the needed software to provide the productivity of the staff and to provide online services to its customers.
it has received appropriations of $1,729,153, which is $1,267,260 less than the estimates provided by
informed sources as to what it would cost to build a system.
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March 20, 2013

TO: Senators Carlisle, Krebsbach, and Warner
FR: Al Jaeger, Secretary of State

RE: HB 1002 - restoration of funding for credit card fees

2011/2013 Biennium

Budgeted amount in agency’s operating Line for credit card fees: $48,000
Credit card fees expended through February 2013 $66,773*
‘ Remaining budget for the remainder of biennium as of February 2013 ($18,773)

*This is the amount of credit cards fees expended prior to the next major annual report filing deadline,
which is May 15 for approximately 15,800 foreign business corporations.

Secretary of State Business Registrations

Active as of June 30, 2011 85,991
Active as of June 30, 2012 95,649
Active as of February 28, 2013 104,082

The number of registrations increased in 20 months by 21%.

Of the total registrations at the end of February, approximately 70% represents business registrations that
will have an annual reporting requirement.

In addition, with the completion of the agency software project, it is anticipated that many more filers will
opt to file on line and will pay by credit card.

Restoration of the $100,000 along with the $48,000 in our current base line budget is necessary to
prevent the diversion of funding from other support and operating functions.
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PROPOSED AMENDMENTS TO ENGROSSED HOUSE BILL NO. 1002 Bopo (5

Page 1, replace lines 15 through 17 with:

"Salaries and wages $3,423,343 $983,522 $4,406,865
Operating expenses 2,621,950 41,647 2,663,597"
Page 1, replace lines 21 through 23 with:

"Total all funds $12,260,105 ($28,528) $12,231,577
Less estimated income 6,786,984 (940,690) 5,846,294
Total general fund $5,473,121 $912,162 $6,385,283"
Page 2, replace lines 11 through 13 with:

"Grand total general fund $5,783,121 $922,662 $6,705,783
Grand total special funds 6,786,984 (940.690) 5,846,294
Grand total all funds $12,570,105 ($18,028) $12,552,077"

Page 3, line 8, replace "ninety-five" with "ninety-six"
Page 3, line 8, replace "eight" with "seven"

Page 3, line 9, replace "sixty-three" with "ninety-four"
Page 3, line 9, replace "ninety-eight" with "one hundred"

Page 3, line 10, replace "seven hundred thirty-nine" with "six hundred sixty-six"

Renumber accordingly
STATEMENT OF PURPOSE OF AMENDMENT:
House Bill No. 1002 - Summary of Senate Action

Executive House Senate Senate
Budget Version Changes Version
Secretary of State
Total all funds $12,216,757 $11,996,039 $235,538 $12,231,577
Less estimated income 5,845,849 5,842,175 4,119 5,846,294
General fund $6,370,908 $6,153,864 $231,419 $6,385,283
Public Printing
Total all funds $320,500 $320,500 $0 $320,500
Less estimated income 0 0 0 0
General fund $320,500 $320,500 $0 $320,500
Bill total
Total all funds $12,537,257 $12,316,539 $235,538 $12,552,077
Less estimated income 5,845,849 5,842,175 4,119 5,846,294
General fund $6,691,408 $6,474,364 $231,419 $6,705,783
House Bill No. 1002 - Secretary of State - Senate Action
Executive House Senate Senate
Budget Version Changes Version
Salaries and wages $4,392,045 $4,188,496 $218,369 $4,406,865
Operating expenses 2,663,597 2,563,597 100,000 2,663,597
Capital assets 10,000 10,000 10,000

Page No. 1 13.8131.02001



Petition review 8,000 8,000 8,000
Election reform 5,143,115 5,143,115 5,143,115
Accrued leave paymenie 82,831 {82,831)

Total all funds $12,216,757 $11,996,039 $235,538 $12,231,577
Less estimated income 5,845,849 5,842,175 4,119 5,846,294
General fund $6,370,908 $6,153,864 $231,419 $6,385,283
FTE 31.00 31.00 0.00 31,00

Removes
Restores Separate Line Restores
Executive Item for Funding for
Compensation Accrued Leave Credit Card Total Senate

Package' Payments? Usage Fees® Changes
Salaries and wages $135,538 $82,831 $218,369
Operating expenses 100,000 100,000
Capital assets
Petition review
Election reform
Accrued leave payments (82,831) {82,831)
Total allfunds $135,538 $0 $100,000 $235,538
Less estimated income 4,119 0 0 4,119
General fund $131,419 $0 $100,000 $231,419
FTE 0.00 0.00 0.00 0.00

Department No. 108 - Secretary of State - Detail of Senate Changes

'Funding reductions made by the House to the state employee compensation and benefits package are
restored to the Governor's recommended level.

2The accrued leave payments line item added by the House is removed and the associated funding
returned to line items with salaries and wages funding.

3This amendment restores funding added in the executive budget recommendation for increased credit
card usage fees which was removed by the House.

Section 4 of the bill is changed to provide 4 percent annual salary increases for the Secretary of State,
the same as the executive budget recommendation. The House provided 3 percent annual increases.

Page No. 2 13.8131.02001



STATEMENT OF PURPOSE OF AMENDMENT:

House Bill No. 1002 - Funding Summary /4 tlachment .
Executive House Senate Senate
Budget Version Changes Version H B / 0 0 .2
Secretary of State N
Salaries and wages $4,392,045 $4,188,496 $218,369 $4,406,865 A P T ’ ’%/ 2-0'3
Operating expenses 2,663,597 2,563,597 100,000 2,663,597
Capital assets 10,000 10,000 10,000
Petition review 8,000 8,000 8,000
Election reform 5,143,115 5,143,115 5,143,115
Accruedleave payments 82,831 (82,831)
Total all funds $12,216,757 $11,996,039 $235,538 $12,231,577
Less estimated income 5,845,849 5,842,175 4,119 5,846,294
General fund $6,370,908 $6,153,864 $231,419 $6,385,283
FTE 31.00 31.00 0.00 31.00
Public Printing
Public printing $320,500 $320,500 $320,500
Total all funds $320,500 $320,500 $0 $320,500
Less estimated income 0 0 0 0
General fund $320,500 $320,500 $0 $320,500
FTE 0.00 0.00 0.00 0.00
Bill Total
Total all funds $12,537,257 $12,316,539 $235,538 $12,552,077
Less estimated income 5,845,849 5,842,175 4,119 5,846,294
General fund $6,691,408 $6,474,364 $231,419 $6,705,783
FTE 31.00 31.00 0.00 31.00

House Bill No. 1002 - Secretary of State - House Action

Executive House House
Budget Changes Version
Salaries and wages $4,392,045 ($203,549) $4,188,496
Operating expenses 2,663,597 (100,000) 2,563,597
Capital assets 10,000 10,000
Petition review 8,000 8,000
Election reform 5,143,115 5,143,115
Accrued leave payments 82,831 82,831
Total all funds $12,216,757 ($220,718) $11,996,039
Less estimated income * - 5,845,849 (3,674) 5,842,175
General fund $6,370,908 ($217,044) $6,153,864
FTE 31.00 0.00 31.00

HB1002



Department 108 - Secretary of State - Detail of House Changes

Adjusts State Provides
Decreases Corrects Employee Separate Line

Funding for Executive Compensation Item for Total

Credit Card Compensation and Benefits Accrued Leave House

Usage Fees' Package? Package’ Payments* Changes
Salaries and wages 14,820 (135,538) (82,831) (203,549)
Operating expenses (100,000) (100,000)
Capital assets
Petition review
Election reform
Accrued leave payments 82,831 82,831
Total all funds ($100,000) $14,820 ($135,538) $0 ($220,718)
Less estimated income 0 445 (4,119) 0 (3,674)
General fund ($100,000) $14,375 ($131,419) $0 ($217,044)
FTE 0.00 0.00 0.00 0.00 0.00

' This amendment removes funding added in the executive budget for credit card usage fees.
% Funding is added due to a calculation error in the executive compensation package.

* This amendment adjusts the state employee compensation and benefits package as follows:
® Reduces the performance component from 3 to S percent per year to 2 to 4 percent per year.

® Reduces the market component from 2 to 4 percent per year for employees below the midpoint of their salary range to up to
2 percent for employees in the first quartile of their salary range for the first year of the biennium only.

e Removes funding for additional retirement contribution increases.

* A portion of salaries and wages funding from the general fund ($78,184) and from other funds ($4,647) for permanent employees'
compensation and benefits is reallocated to an accrued leave payments line item for paying annual leave and sick leave for eligible
employees.

This amendment also:

o |dentifies $283,754 from the general fund as one-time funding related to the 3 new FTE positions for the business registration unit
(2 FTE positions) and the business information unit (1 FTE position) included in the executive recommendation.

Identifies $225,600 from the general fund provided for overtime is one-time funding.

Amends Section 4 of the bill related to the salary of the Secretary of State. The amendment makes the statutory changes
necessary to provide a salary increase of 3 percent effective July 1, 2013, and 3 percent effective July 1, 2014. The executive
recommendation included increases of 4 percent each year of the 2013-15 biennium.

e Replaces Section 5 of the bill to provide an exemption to Section 54-44.1-11 and allow the Secretary of State to continue up to
$1,750,000 of the funding provided for the mainframe migration computer project during the 2011-13 biennium into the 2013-15
biennium.

e A section is added providing that the 3 new positions are authorized only for the 2013-15 biennium and must be reevaluated after
the completion of the mainframe migration computer project to determine if the positions should be included in the agency's
2015-17 biennium budget request as optional items.

HB1002



House Bill No. 1002 - Secretary of State - Senate Action

Salaries and wages
Operating expenses
Capital assets

Petition review

Election reformn
Accrued leave payments

Total all funds
Less estimated income
General fund

FTE

Department 108 - Secretary of State - Detail of Senate Changes

Salaries and wages
Operating expenses
Capital assets

Petition review
Election reform
Accrued leave payments

Total all funds
Less estimated income
General fund

FTE

Executive House Senate Senate
Budget Version Changes Version
$4,392,045 $4,188,496 $218,369 $4,406,865
2,663,597 2,563,597 100,000 2,663,597
10,000 10,000 10,000
8,000 8,000 8,000
5,143,115 5,143,115 5,143,115
82,831 (82,831)
$12,216,757 $11,996,039 $235,538 $12,231,577
5,845,849 5,842,175 4,119 5,846,294
$6,370,908 $6,153,864 $231,419 $6,385,283
31.00 31.00 0.00 31.00
Removes
Restores Separate Line Restores
Executive Item for Funding for Total
Compensation Accrued Leave Credit Card Senate
Package' Payments® Useage Fees’ Changes
135,538 82,831 218,369
100,000 100,000
(82,831) (82,831)
$135,538 $0 $100,000 $235,538
4,119 0 0 4,119
$131,419 $0 $100,000 $231,419
0.00 0.00 0.00 0.00

' Funding reductions made by the House to the state employee compensation and benefits package are restored to the Governor's

recommended level.

% The accrued leave payments line item added by the House is removed and the associated funding returned to line items with salaries

and wages funding.

* This amendment restores funding added in the executive budget for increased credit card usage fees which was removed by the

House.

Section 4 of the bill is changed to provide 4 percent annual salary increases for the Secretary of State, the same as the executive
budget. The House provided 3 percent annual increases.

House Bill No. 1002 - Public Printing - House Action

The House did not change the executive recommendation for public printing.

House Bill No. 1002 - Public Printing - Senate Action

The Senate did not change the House version for public printing.

HB1002
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TO: Senators Carlisle, Krebsbach, and Warner
FR: Al Jaeger, Secretary of State

RE: HB 1002 - restoration of funding for credit card fees

2011/2013 Biennium

Budgeted amount in agency’s operating Line for credit card fees: $48,000
Credit card fees expended through February 2013 $66,773*
Remaining budget for the remainder of biennium as of February 2013 ($18,773)

*This is the amount of credit cards fees expended prior to the next major annual report filing deadline,
which is May 15 for approximately 15,800 foreign business corporations.

Secretary of State Business Registrations

Active as of June 30, 2011 85,991
Active as of June 30, 2012 95,649
Active as of February 28,2013 104,082

The number of registrations increased in 20 months by 21%.

Of the total registrations at the end of February, approximately 70% represents business registrations that
will have an annual reporting requirement.

In addition, with the completion of the agency software project, it is anticipated that many more filers will
opt tofile on line and will pay by credit card.

Restoration of the $100,000 along with the $48,000 in our current base line budget is necessary to
prevent the diversion of funding from other support and operating functions.





