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MISSION: 

The Legislature is 1 of 3 branches (the others are the executive and judicial branches), created by 
the Constitution of the State of Minnesota. The Legislature consists of the HOUSE OF 
REPRESENTATIVES and the SENATE. In addition, the House and Senate have jointly created 
various commissions and joint agencies that serve specific purposes described more fully below: 

LEGISLATIVE REFERENCE LIBRARY 

The Legislative Reference Library (LRL) collects, indexes and makes available information on issues 
of interest to members and staff of the legislature. Although, the library's main users are from the 
legislature, LRL also serves executive agencies and the public. State law requires 10 copies of all 
publications of state agencies, boards, commissions, etc. and 1 copy of all state funded consultants' 
reports be deposited with LRL. Rules of the House and Senate assign the director a custodial role 
with respect to the floor and committee tape recordings and accompanying minutes and logs. Public 
access to these materials is also required by rule. The library also is directed by state law to 
maintain a directory of manual and computerized information systems located within the slate 
government. 

LEGISLATIVE COMMISSION ON THE ECONOMIC STATUS OF WOMEN 

Established in 1976, the purpose is the study of all matters relating to the economic status of women 
in Minnesota including the economic security of homemakers and women in the labor force, 
opportunities for educational and vocational training, employment ~pportunities, the access of women 
to the benefits and services provided to the citizens of the state; the laws and business practices 
constituting barriers to full participation of women in the economy, and the adequacy of programs 
and services for families, including single parent families. 

LEGISLATIVE COMMISSION ON PENSIONS AND RETIREMENT 

The commission was established in 1955 to study and investigate on an ongoing basis, the various 
public retirement systems applicable to nonfederal government employees in the state and to make 
recommendations to establish and maintain sound public employee pension legislation. 

MISSISSIPPI RIVER PARKWAY COMMISSION 

The Commission, established in 1963, exists to maintain and improve a parkway system known as the 
Great River Road. The Parkway follows the path of the Mississippi River from Lake Itasca to the 
Gulf of Mexico. The Commission is also charged to promote tourism and economic development 
opportunities in the River corridor. The Commission coordinates highway and amenity improvements 
in communities along the Mississippi River. The Commission is also directing state, national, and 
international marketing efforts with communities, regional organizations and state agencies. This 
Commission's appropriation is from the State Trunk Highway Fund. The Commission also coor­
dinates closely with the National Parkway Commission of the ten River states. 

LEGISLATIVE COMMISSION TO REVIEW ADMINISTRATIVE RULES (LCRAR) 

The Commission was established in 1974 to promote adequate and proper rules by State agencies 
and an understanding on the part of the public respecting them. It may periodically review statutory 
exemptions to AP A rulemaking. It may hold public hearings to investigate complaints with respect 
to rules if it considers the complaints meritorious and worthy of attention. The Commission may 
request that an agency adopt rules if there is a need for them. The Commission may also suspend 
a rule by the affirmative vote of at least 6 of its members after it seeks an advisory opinion from 
appropriate standing committees. 

The LCRAR may also provide advice and comment to an agency when the agency eJ,.cts not to 
follow the recommendations of the Chief Administrative Law Judge to correct the dr :n a rule 
proposed which the AU found not to be needed or reasonable. 

LEGISLATIVE COMMISSION ON EMPLOYEE RELATIONS 

The Commission was established in 1979 and assists the legislature by monitoring the collective 
bargaining process between the state and its employees, and ratifying negotiated agreements and 
arbitrated awards pursuant to statute. The Commission also reviews and approves the Commis­
sioner's and Management Pay Plans for unrepresented employees of the state who are not covered 
by collective bargaining units. In addition, the Governor's salary proposal for agency heads is 
reviewed for ratification in the same manner as the Commissioner's and Management Plan. Other 
duties include the recommendation to the legislature of a list of state classifications eligible for com­
parable worth adjustments and a specific amount to be appropriated for those adjustments; the 
continual monitoring of the State Civil Service System; conduct research and prepare studies as 
directed and performing such other related functions as are delegated by the legislature, 

GREAT LAKES COMMISSION 

The commission promotes the orderly, integrated and comprehensive development, use and conserva­
tion of the water resources of the Great Lakes Basin, which consists of the 8 Great Lakes states, 
Canada, and all water interconnections between them. 

LEGISLATIVE COMMISSION ON WASTE MANAGEMENT 

The Commission, established in 1980, oversees the waste management activities of the Office of 
Waste Management, the Pollution Control Agency and the Metropolitan Council; conducts research 
and prepares mandated reports; makes legislative recommendations on the formulation of waste 
management policies and on the use of several landfill abatement and cleanup funds. 

LEGISLATIVE COORDINATING COMMISSION - GENERAL SUPPORT 

The Commission is designed to coordinate certain activities of the Senate and House of Represen­
tatives and serve as an umbrella organization over joint agencies and legislative commissions. It 
determines the benefits for all employees and health and hospital benefits for legislators. The 
commission reviews the budgets of legislative commissions and joint agencies and establishes their 
complements and the compensation for all employees under its jurisdiction. The president of the 
Senate and the speaker of the House alternate annually as chair. The Commission provides staff 
support and funds the Redistricting activity of the state, the Compensation Council and the Regent 
Candidate Advisory Council. Several task forces are funded through the LCC as well as the 
membership dues for the National Conference of State Legislatures and the Council of State 
Governments. 

LEGISLATIVE COMMISSION ON PUBLIC EDUCATION 

Established in 1983 to study issues relating to all levels of public education, the Commission has 
undertaken specific studies including the study of education accountability measures and a study of 
special education. Legislation in 1988 established the Task Force on Education Organization 
composed of 28 stakeholders in Minnesota education, to study learning opportunities, financial 
considerations, and alternative patterns of educational organization. The Task Force serves an 
advisory role to the Commission and will present a full report to the legislature in February 1991. 

LEGISLATIVE COMMISSION OF LONG TERM HEALTH CARE 

The Commission was established in 1983 to study the following long term health issues: 

l. to moni1or the inspection and regulation activities, including rule developments, of the 
departments of heallh and public welfare with the goal of improving quality of care; 
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2.to study and report on alternative long-term care services, including respite care services, day care 
services, and hospice services; and 
3. to study and report on alternatives to medical assistance funding for providing Jong term health 

care services to the citizens of Minnesota. 

The Commission shall consider the use of such alternatives as private insurance, private annuities, 
health maintenance organizations, preferred provider organizations, medicare and such other 
alternatives as the Commission may deem worthy of study. 

TRANSPORTATION STIJDY BOARD 

Created in 1988, this 21 member board consists of 13 members representing the following: business, 
commerce and industry, labor, agriculture, tourism, natural resources industries and local government 
plus 4 members of the house and four members of the senate. The Board is to conduct a study of 
Minnesota's surface transportation needs into the 21st century and recommend a program for making 
transportation improvements to meet those needs. 

LEGISLATIVE COMMISSION ON MINNESOTA RESOURCES (LCMR) 

The LCMR budget is located in the LCMR section of the budget document. 

LEGISLATIVE COMMISSION ON PLANNING AND FISCAL POLICY 

The Commission is to study and evaluate the actual and projected expenditures by state government, 
the actual and projected sources of revenue that support these expenditures, and the various options 
available to meet the state's future fiscal needs. In 1988, the duties were ,expanded requiring study 
and review of particular items and requiring recommendations to the Legislature. In addition to 
projected state revenue, expenditures and tax expenditures, other subjects include economic and flSC81 
policy, mix of revenue sources for programs, investigation of state building needs and other related 
matters. 

LEGISLATIVE AUDIT COMMISSION AND OFFICE OF 1HE LEGISLATIVE AUDITOR 

The Legislative Audit Commission consists of up to 16 legislative leaders, 8 from the Senate and 8 
from the House of Representatives. The commission appoints a legislative auditor, who supervises 
a staff that includes divisions of financial audits, and program evaluation. The Office of Legislative 
Auditor is responsible for auditing all financial matters of state government, for reviewing and 
evaluating state government programs and for determining compliance with state laws in the use of 
public funds. 

REVISOR OF STATIJTES 

A nonpartisan professional joint legislative agency providing drafting, pub-lication, and miscellaneous 
other services to the Legislature, executive departments, and to the Governor. Drafting services 
consist primarily of bills and administrative rules. Publications consist of Laws of Minnesota, Minne­
sota Statutes, Minnesota Rules, and miscellaneous minor publications. Other services include 
computer and administrative support for the Legislature. 

LEGISLATIVE WATER COMMISSION 

The Commission was established in the 1989 Groundwater Act and was given the primary respon­
sibility of reviewing ground and surface water policy in Minnesota. It has the power to conduct 
hearings, secure data and comments and to make all recommendations it deems proper to assist the 
legislature. Along with this oversight responsibility, the commission is assigned specific review and 
study or the following: sustainable agriculture; waste pesticide handling and disposal; acid rain 
programs and funding; wastewater treatment system funding; methods of reducing consumptive water 
use; nitrogen use; ag chemical incident funding; water management needs for the year 2000; 
environmental agriculturalist grants; and the metropolitan water management act. 

GOVERNOR'S RECOMMENDATION: 

Recognizing the distinction between separate branches of government, the Governor respectfully 
acknowledges the right of the Legislature to present its budgetary needs directly to the legislature 
for consideration. 
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AGENCY: LEGISLATURE 

PROGRAM RESOURCE ALLOCATION: 

HOUSE OF REPRESENTATIVES 
SENATE 
LEGISLATIVE COORDINATING COMMISSIO 
LEGISLATIVE AUDIT COMMISSION 
---------==========-====-----------
TOTAL EXPENDITURES BY PROGRAM 

SOURCES OF FINANCING: 
---------------------
DIRECT APPROPRIATIONS: 

GENERAL 
TRUNK HIGHWAY 
HGHi'lY USER TAX DISTR 

STATUTORY APPROPRIATIONS: 
GENERAL 
SPECIAL REVENUE 
FEDERAL 
AGENCY 

---------------
TOTAL FINANCING 

FY 1989 
=========== 

18,373 
14,469 
5,843 
3,214 

=========== 
41,899 

38,460 
22 
43 

66 
3,273 

10 
25 

41,899 

1992-1993 8 IE N NI AL 8 U D GET 
(DOLLARS IN THOUSANDS) 

FY 1990 

19,270 
14,201 

6,049 
3,392 

42,912 

42,492 
22 

211 

95 

10 
82 

Est. 
FY 1991 

23,099 
17,891 

9,502 
3,771 

54,263 

53,770 
38 

180 

80 

10 
185 

======:z;:: =========== 
42,912 54,263 

FY 1992 
-----------------------------------

Adjusted Agency Governor 
Base Pl.an Re comm. 

----------- ----------- -----------
21,365 21,365 21,365 
15,964 15,964 15,964 
8,269 8,269 8,269 
3,916 3,916 3,916 

----------- ----------- -----------
49,514 49,514 49,514 

49,201 49,201 49,201 
38 38 38 

80 80 80 

10 10 10 
185 l8!i l8!i 

----------- ----------- -----------
49,514 49,514 49,514 

FY 1993 
-----------------------------------

Adjusted Agency Governor 
Base Pl.an Reconim. 

=========== =========== =========== 
21,365 21,365 21,365 
15,964 15,964 15,964 

7,791 7,791 7,791 
3,910 3,910 3,910 

===~======= =========== =========== 
49,030 49,030 49,030 

48,717 48,711 48,717 
38 38 38 

80 80 80 

10 10 10 
l8!i 18!i 185 

=========== =========== =========== 
49,030 49,030 49,030 
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AGENCY: LEGISLATURE 

F.Y.91 FUNDING LEVEL 

BIENNIAL APPROPRIATIONS 
APPROPRIATIONS CARRIED FWD 
SALARY ANNUALIZATION 
DOCUMENTED RENT/LEASE INCR. 

ALL FUNDS 

BASE RECONCILIATION REPORT 
for 1992-1993 Bi~nnium 

GENERAL FUND 
F.Y.92 F.Y.95 F.Y.92 F.Y.93 

54,263 54,263 53,850 53,850 

<3,661> <3,661> <3,661> <3,661> 
<1,238> <1,717> <1,058> <l,537> 

34 20 34 20 
116 125 116 125 

OTHER STATE FUNDS FEDERAL FUNDS 
F.Y.92 F.Y.93 F.Y.92 F.Y.93 

403 403 10 10 

<180> <180> 

----------- ----------- ----------- ----------- ----------- ----------- ----------- -----------
TOTAL 49,514 49,030 49,281 48,797 223 223 10 
BIENNIAL TOTAL 98,544 98,078 446 

F.Y. 1991 Budget Reductions (Information Only) 

The following F.Y. 1991 reductions were implemented in Laws 1991, Chapter 2. These reductions are not reflected as changes. to F.Y. 1991 or F.Y. 1992-93 BASE Levels within the 
budget documents. 

Legislature - General Fund $ (2,000) 
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AGENCY: LEGISLATURE 
PROGRAM: HOUSE OF REPRESENTATIVES 

ACTIVITY RESOURCE ALLOCATION: 

HOUSE OF REPRESENTATIVES 
=================================== 
TOTAL EXPENDITURES BY ACTIVITY 

DETAIL BY CATEGORY: 
----------------
STATE OPERATIONS 
----------------
TOTAL EXPENDITURES BY CATEGORY 

SOURCES Of FINANCING: 
---------------------
DIRECT APPROPRIATIONS: 

GENERAL 
STATUTORY APPROPRIATIONS: 

GENERAL 
AGENCY 
=::======-----= 

TOTAL FINANCING 

FY 1989 

18,373 

18,373 

18,373 
-========== 

18,373 

18,333 

27 
13 

1992-1993 BIEN NA Al BUDGET 
(DOLLARS IN THOUSANDS) 

FY 1990 
=======:::== 

19,270 
========-=== 

19,270 

19,270 
===-======== 

19,270 

19,152 

67 
51 

Est. 
FY 1991 

23,099 
==========--

23,099 

23,099 

23,099 

22,970 

40 
89 

Adjusted 
Base 

21,365 
=========== 

21,365 

21,365 
----------------------

21,365 

21,236 

40 
89 

FY 1992 

Agency 
Pian 

21,36.5 

21,365 

Governor 
Recomm. 

21,365 
=========== 

21,365 

21,365 21,365 
===-====-== =--======== 

21,365 21,365 

21,236 21,236 

40 40 
89 89 

-----====== =======2s:: =========== =====--==== =========== =========== 
18,373 19,270 23,099 21,365 21.,365 21,.365 

AdJusted 
Base 

21,365 
=========== 

21,365 

21,365 
----------------------

21,365 

21,236 

40 
89 

FY 1993 

Agency 
Pian 

21736.5 

21,365 

21,365 
----------------------

21,365 

21,236 

40 
89 

Governor 
Recomm. 

=========== 
21,365 

=========== 
21,365 

21,365 
=========== 

21,365 

21,236 

40 
89 

=========== =========== =========== 
21,365 21,365 21,365 
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AGENCY: LEGISLATURE 
PROGRAM: SENATE 

ACTIVITY RESOURCE ALLOCATION: 

SENATE 

TOTAL EXPENDITURES BY ACTIVITY 

DETAIL BY CATEGORY: 
----------------
STATE OPERATIONS 
----------------
TOTAL EXPENDITURES BY CATEGORY 

SOURCES OF FINANCING: 
---------------------
DIRECT APPROPRIATIONS: 

GENERAL 
STATUTORY APPROPRIATIONS: 

GENERAL 
AGENCY 

---------------
TOTAL FINANCING 

FY 1989 

14,469 

14,469 

14,469 

14,469 

14,422 

39 
8 

1992-1993 BIENNIAL BUDGET 
(DOLLARS IN THOUSANDS) 

FY 1990 
=======~•== 

14,201 

14,201 

14,201 
===a:== 
14,201 

14,151 

28 
22 

Es-t. 
FY 1991 

=========== 
17,891 

17,891 

17,891 

17,891 

17,791 

40 
60 

FY 1992 

Ad;us-ted Agency 
Base Pian 

15,964 15,964 

------ -----------
15,964 15,964 

15,964 

15,964 

15,864 

40 
60 

15,964 

15,964 

15,864 

40 
60 

Governor 
Reoomm. 

=========== 
15,964 

15,964 

15,964 
=========== 

15,964 

15,864 

40 
60 

::::::::::::::::::BE::::::::::::: ----------- ----------- -----------
14,469 14,201 17,891 15,964 15,964 15,964 

AdJus"ted 
Base 

15,964 

-----------
15,964 

FY 1993 

Agency 
Pian 

15,964 

15,964 

15,964 15,964 

------ -----------
15,964 15,964 

15,864 15,864 

40 40 
60 60 

Governor 
Reoo1111n. 

=========== 
15,964 

=========== 
15,964 

15,964 
=========== 

15,964 

15,864 

40 
60 

=========== =========== =========== 
15,964 15,964 15,964 
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1992-1993 8 IE NL- AL BUDGET 
(DOLLARS IN THOUSANDS) 

AGENCY: LEGISLATURE 
PROGRAM: LEGISLATIVE COORDINATING COMMISSIO 

ACTIVITY RESOURCE ALLOCATION: 
======================-=-----------
LEG REFERENCE LIBRARY 
REVISOR OF STATUTES 
LEG COORD CMSN CONTINGENT ACCOUNT 
LEG CMSN ON ECONOMIC STATUS OF HOM 
LEG CMSN ON PENSIONS & RETIREMENT 
HISS RIVER PARKHAY COMMISSION 
LEG CMSN TO REVIEH ADMINISTRATIVE 
LEG CMSN ON EMPLOYEE RELATIONS 
GREAT LAKES COMMISSION 
LEG CMSN ON HASTE MANAGEMENT 
LEG COORDINATING COMMISSION 
LEG CMSN ON PLANNING AND FISCAL PO 
LEG CMSN PROPERTY TAX STUDY 
LEG CMSN ON HATER 
LEG CMSN ON SMALL BUSINESS 
---------==========-==-=---==------
TOTAL EXPENDITURES BY ACTIVITY 

DETAIL BY CATEGORY: 

FY 1989 
=========== 

789 
3,273 

39 
149 
609 

22 
105 
113 

42 
120 
467 

66 
49 

=========-= 
5,643 

FY 1990 
=========== 

779 
3,411 

17 
182 
622 

22 
116 

83 
40 

139 
616 

32 

26 
64 

=======•=== 
6,049 

!Est. 
FY 1991 

861 
4,234 

78 
201 
679 

38 
140 
114 
41 

176 
2,017 

765 

147 
11 

9,502 

STATE OPERATIONS 5,843 6,049 9,502 

----------------------------------- ----------- ----------- -----------
TOTAL EXPENDITURES BY CATEGORY 5,843 6,049 9,502 

SOURCES OF FINANCING: 

DIRECT APPROPRIATIONS: 
GENERAL 
TRUNK HIGHHAY 
HGHHY USER TAX DISTR 

STATUTORY APPROPRIATIONS: 
SPECIAL REVENUE 
FEDERAL 
AGENCY 

---------------
TOTAL FINANCING 

2,491 
22 
43 

3,273 
10 

4 

5,843 

5,797 
22 

211 

10 
9 

6,049 

9,238 
38 

180 

10 
36 

9,502 

Ad;iusted 
Base 

861 
4,235 

50 
201 
679 
38 

140 
114 
43 

176 
1,185 

400 

147 

8>269 

FY 1992 

Agency 
Pl.an 

861 
4,235 

50 
201 
679 
38 

140 
114 

43 
176 

1,165 
400 

147 

-============ 
8,269 

Governor 
Recornm. 

861 
4,235 

.50 
201 
679 

38 
140 
114 

43 
176 

1,165 
400 

147 

----------------------
8,269 

Adjusted 
Base 

861 
4,236 

50 
201 
679 
38 

140 
114 
45 

176 
704 
400 

147 

----------------------7,791 

FY 1993 

Agency 
Pl.an 

861 
4,236 

50 
201 
679 

38 
140 
114 
45 

176 
704 
400 

147 

----------------------
7,791 

Governor 
Recolt\ftl. 

=========== 
661 

4,236 
.50 

201 
679 

36 
140 
114 

4!i 
176 
704 
400 

147 

=========::= 
7,791 

8,269 8,269 8,269 7,791 7,791 7,791 

----- ----------- ----------- ----------- ----------- -----------
8,269 8,269 8,269 7,791 7,791 7,791 

8,185 
38 

10 
36 

8,269 

8,185 
38 

10 
36 

8>269 

8,18.5 
38 

10 
36 

8,269 

7,707 
38 

10 
36 

7,791 

7,707 
38 

10 
36 

7,791 

PAG£ 7 

7,707 
38 

10 
36 

7,791 



1992-1993 BIENNIAL BUDGE J 
(DOLLARS IN THOUSANDS) 

AGENCY: LEGISLATURE 
PROGRAM: LEGISLATIVE AUDIT COMMISSION 

ACTIVITY RESOURCE ALLOCATION: 

LEGISLATIVE AUDIT COMMISSION 
OFFICE OF LEGISLATIVE AUDITOR 
=----======--====================== 
TOTAL EXPENDITURES BY ACTIVITY 

DETAIL BY CATEGORY: 

FY 1989 
======--=== 

6 
3,208 

======---== 
3,214 

FY 1990 
=======:me::: 

11 
3,381 

=========== 
3,392 

Est. 
FY 1991 

19 
3,752 

=========== 
3,771 

STATE OPERATIONS 3,214 3,392 3,771 
----------------------------------- ----------- ----------- -----------
TOTAL EXPENDITURES BY CATEGORY 3,214 3,392 3,771 

SOURCES OF FINANCING: 

DIRECT APPROPRIATIONS: 
GENERAL 3,214 3,392 3,771 

STATUTORY APPROPRIATIONS: 
--------------- =========== =======••== --====-----
TOTAL FINANCING 3,214 3,392 3,771 

Adjusted 
Base 

15 
3,901 

3,916 

FY 1992 

Agency 
Plan 

15 
3,901 

3,916 

Governor 
Recomm. 

15 
3,901 

=========== 
3,916 

3,916 3,916 3,916 

----- ----------- -----------
3,916 3,916 3,916 

3,916 3,916 3,916 

-========== 
3,916 3,916 3,916 

Adjusted 
Base 

15 
3,895 

=========== 
3,910 

FY 1993 

Agency 
Plan 

15 
3,895 

3,910 

3,910 3,910 

----- -----------
3,910 3,910 

3,910 3,910 

-----------
3,910 3,910 

Governor 
Recomm, 

---------== 
15 

3,895 
=========== 

3,910 

3,910 

-----------
3,910 

3,910 

=========-== 
3,910 
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AGENCY: SUPREME COURT 

1992-93 BI, 'AL BUDGET 

PROGRAM-"S'IllUCIURE 

PROGRAM PAGE 

Supreme Court Operations 

Supreme Court Civil Surcharge 

Family Farm Legal Assistance 

Family Law Legal Services 

State Court Administration 
State Court Administration 
Local Trial Court Information System 

15 

18 

20 

22 

24 

Community Dispute Resolution Programs 28 

Law Library Operations 30 
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MINNESOTA SUPREME COURT 
ORGANIZATION CHART 
CURRENT AS OF 11/1/90 

SUPREME COURT 

CURRENT JUOOE P08fT10N8 7.0 
OCSABLED JUOOES 2.0 

STATE COURT ADMINISTRATION 

CURRENT POSl1lONS 2.0 

I 

I 

I 

I 

BOARD OF PROFESSIONAL RESPONSIBIUTY I 
BOARD Qf ~W EXAMINERS I 

90AAO Qf CONTIN!.!ING LEGAL ~Q!.9TION 
I 

90AAO OF LEGAL SPECIAUZATION I 
STA~ LAW LIBRARY 

CURAENT POSrTIONS 11.0 

DISTRICT INFORMATION SYSTEMS OFFICE INFORMATION SYSTEMS OONTINUING EDUCATION FOR STATE 
COURT PERSONNEL 

JUDICIAL Pl.ANNING JUOOAL ADVISORY SERVICE 

CUFR:NT POSrTIONS 
NEW POSrTIONS REQUESTED 

21.0 
<4.0 

25.0 

CURRENT POSrTIONS 

I 
SUPREME COURT ADMINISTRATIVE STAFF 

CURRENT POSITIONS 13.0 
NEW POSITIONS REQUESTED 1.0 

1<4.0 

30.0 CURRENT P08fT10N8 

I 
COMMISSIONER'S OFFICE 

CURRENT POSITIONS 7.0 

3.0 CURRENT POSrTIONS 

I 
JUOOES' STAFF 

CURRENT POSITIONS 18.0 

15.0 

OFFICE OF 11-11 

CURRENT POSfT1C 

CURRENT P08l110NS 

I 
AK OF APPEUATE 

_!:ill! 

7.0 

PAG.E 10 
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SUPREME COURT 

POSITION RECONCILIATION 
Current Requested 

Authority: FY91 For6/30/93 

Legislative Authorized General Fund 147.3 148.3 

TOT AL Authorized Positions 147.3 148.3 

Employees on 6/30/90 149.0 
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AGENCY: MINNESOTA SUPREME COURT 1992-93 Biennial Budget 

MISSION: 

The Supreme Court, the highest court of the state, exercises supervisory and adjudicatory authority. 
It is responsible for adjudicating appeals brought throughout the state. The Supreme Court has 
original jurisdiction over cases appealed from the Workers Compensation Court of Appeals and the 
Tax Court and in first degree murder cases. It exercises discretionary review of cases heard by the 
Court of Appeals. The Supreme Court also supervises the maintenance of the state law library which 
provides resources necessary for a clear understanding of the law to government personnel and 
citizens (M.S. 480.09) 

With the assistance of the State Court Administrator, the Chief Justice exercises general supervisory 
powers over the courts of the state and specific supervisory powers over the courts' financial affairs, 
programs of continuing legal education, and planning and research. (M.S. 2.724) 

The primary aim in the court is to provide prompt access for litigants to well trained judges who are 
supported by a knowledgeable, efficient staff and modem management technology. This goal is based 
on the premises: that each citizen is entitled to have his dispute considered and resolved in a court 
of law; that litigants and society are best served by speedy, just resolution of disputes while the facts 
are still clear and evidence and witnesses are still available; that modem management techniques can 
make the court process more efficient and assist in achieving a speedy, just resolution of a case; and 
that planning for change in the courts, based on adequate, accurate information, will help achieve 
uniformity of procedure and an efficient, effective process. 

AGENCY ORGANIZATION: 

The Supreme Court establishes the rules and procedures which govern the courts in the 87 counties, 
the 264 judges, the approximately 1,800 judicial system personnel, and the 16,000 la~ers who appear 
in them. In 1990 an estimated 950 cases will be filed in the Supreme Court. Over 2,000,000 cases 
were filed in local courts in 1990. 

The Supreme Court seeks to insure the efficiency and integrity of the judicial system through 
programs in 3 areas: 

1. Supreme Court Operations: The Supreme Court has concentrated on refining the appellate 
discretionary review process, on screening and deciding petitions for accelerated and further 
review, on accepting and deciding the precedent setting cases which will shape Minnesota 
caselaw, and on disposing of the 285 original jurisdiction cases filed annually. It has continued 
to exercise extensive supervision of the legal process through promulgation of court rules and 
of the legal system through the regulatory board monitoring the practice of law. It supervises 
the administration of the state trial courts in conjunction with the Conference of Chief Judges 
by promulgating judicial branch policies and procedures. 

2. State Court Administration: Provides administrative support for the Supreme Court, the Court 
of Appeals and the trial courts. Conducts operations research to identify management and 
caseflow problems in trial and appellate courts and to recommend solutions. Provides data 
through a computerized management information system to support research and the 
operations of all courts. Plans and executes training programs for court personnel, plans for 
the development and use of judicial resources, for the collection, storage and use of court 
records. Develops uniform policies and procedures for trial court management. Reports to 
the legislature about the operations of the judicial system. Conducts legal research for judges 
through the Judicial Advisory Service. Administers distribution of funds to civil legal services 
programs so that indigent citizens may receive legal services. Implements the transfer of 
funding of trial courts from county to state funding. 

3. State Law Library: Provides the court, other state agencies and the general public with 
research resources without which legal research would be impossible. Provides technical 
assistance fo county law libraries. Provides computer assisted research capabilities for the 
public and state agencies on a cost reimbursement basis. 

MAJOR POLICY DRIVERS: 

With the increase in new legislation and a legislative emphasis on increased penalties for criminal 
law violations, the courts are experiencing substantial caseload increases in the juvenile and criminal 
areas. 

In addition to its own evaluation and study process the legislature is also requesting an increasing 
number of substantive and management studies from court staff usually without additional resources. 
A list of those studies includes: Gender Fairness, Racial Bias, Housing Court Evaluation, use of 
notices to remove in juvenile cases, Ramsey County Alternative Dispute Resolution Evaluation, 
Video Courtroom Evaluation, Scott County Pilot Diversion, Speedy Trial plans, criminal procedure 
and law evaluation, financing and control of the trial courts, criteria for indigent representation in 
juvenile court. Chief among them has been a continuing study of financing of the trial courts. 
Legislation to transfer segments of the trial court system from county to state funding is being 
implemented. The fiscal impact of the transfer will be detailed in the trial court budget. 

EXPLANATION OF BUDGET ISSUF.S AND AL'IERNATIVF.s: 

The Supreme Court has reviewed its current programs and has determined that it is unable to fund 
salary increases within its existing base and must rely on a salary supplement for that purpose. It 
further requests several programmatic increases over and above the current base, which will be 
detailed in each program description . 
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1992-1993 B·I EN NI AL BUDGET 
(DOLLARS IN THOUSANDS) 

AGENCY: MINN SUPREME COURT 

Es"t. 
PROGRAM RESOURCE ALLOCATION: FY 1989 FY 1990 FY 1991 

SUPREME COURT 3,185 3,059 3,419 
SUP CRT CIVIL SURCHARGE 1,143 1,334 1,293 
FAMILY FARM LEGAL ASSIST 859 789 877 
FAMILY LAH LEGAL SERVICES 890 
STATE COURT ADMINISTRATORS 4,161 4,675 7,365 
COMMUNITY DISPUTE RESOLUTION PROGR 100 
LAH LIB OPS 966 944 1,265 
----------------------------------- ----------- ----------- -----------
TOTAL EXPENDITURES BY PROGRAM 10,314 10,801 15,209 

SOURCES Of FINANCING: 
---------------------
DIRECT APPROPRIATIONS: 

GENERAL 7,446 10,614 15,051 
SPECIAL REVENUE 859 75 94 
GIFTS AND DEPOSITS 44 3 2 

STATUTORY APPROPRIATIONS: 
SPECIAL REVENUE 1,791 3 
FEDERAL 29 40 
GIFTS AND DEPOSITS 145 69 59 

----------------------------------- ----------- ----------- -----------
TOTAL FINANCING 10,314 10,801 15,209 

Adjus"ted 
Base 

3,715 
1,290 

824 
890 

7,069 

1,746 

FY 1992 

Agency 
Pl.an 

3,767 
1,290 

824 
890 

8,006 

1,757 

Governor 
Recomm. 

3,715 
1,290 

824 
890 

7,069 

1,746 
----------- ----------- -----------

15,534 16,534 15,534 

15,379 16,379 15,379 
94 94 94 

2 2 2 

59 59 59 
----------- ----------- -----------

15,534 16,534 15,534 

AdjUS"ted 
Base 

3,716 
1,290 

824 
890 

7,060 

1,753 

FY 1993 

Agency 
Pl.an 

3,773 
1,290 

824 
890 

7,745 

1,764 

Governor 
Recomm. 

3,716 
1,290 

824 
890 

7,060 

1,753 
----------- ----------- -----------

15,533 16,286 15,533 

15,378 16,131 15,378 
94 94 94 

2 2 2 

59 59 59 

----------- ----------- -----------
15,533 16,286 15,533 
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AGENCY: MINN SUPREME COURT 

F.Y.91 FUNDING LEVEL 

ONE-TIME APPROPRIATIONS 
BIENNIAL APPROPRIATIONS 
FUND CHANGE/CONSOLIDATION 
SALARY ANNUALIZATION 
ANNUALIZG NEW PROG COST 
DOCUMENTED RENT/LEASE INCR. 

TOTAL 
BIENNIAL TOTAL 

ALL FUNDS 

BASE RECONCILIATION REPORT 
for 1992-1993 Biennium 

GENERAL FUND 
F.Y.92 F.Y.93 F.Y.92 F.Y.93 

15,209 15,209 15,051 15,051 

<311> <311> <311> <311> 
<l, 089> <l,089> <1,089> <1,089> 

<3> <3> 
195 171 195 171 

50 50 50 50 
1,483 1.,506 1.,483 1.,506 

OTHER STATE FUNDS FEDERAL FUNDS 
F.Y.92 F.Y.93 F.Y.92 F.Y.93 

158 158 

<3> <3> 

----------- ----------- ----------- ----------- ----------- ----------- ----------- -----------
15.,534 15,533 15.,379 15.,378 155 155 

31,067 30,757 310 
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PROGRAM: 
Agency: 

Supreme Court Operations 
Minnesota Supreme Court 

PROGRAM PURPOSE: 

1992-93 Biennial Budget 

The Minnesota Supreme Court is the final appellate court. Established by the constitution and 
operating pursuant to the statutory authority of M.S. Chapter 480, the court hears and resolves 
appellate questions of law and corrects trial court error. In addition, the Supreme Court exercises 
general supervisory authority over the operation of the courts of the state and the operation of the 
legal system. 

PERFORMANCE: 

The Minnesota Supreme Court considers appeals from judgments of the Workers Compensation 
Court of Appeals and the Tax Court as well as the Court of Appeals. It continues to hear special 
term matters, motions and petitions for extraordinary relief. The volume of original case filings at 
the Supreme Court has increased significantly, approximately 27% each year since 1986. The volume 
of applications for writ of certiorari has increased to approximately 660 cases in 1987 and 1988. The 
volume of filings has now grown to half the Supreme Court's caseload prior to the establishment of 
the Court of Appeals. Yet, the Court is deciding petitions of writs of certiorari within the statutory 
60 day period and has reduced the median disposition time to less than one year from date of filing. 

In order to process the caseload the court employs a legal research staff. For each case the research 
staff screens the case to determine the nature, complexity and scope of the legal issues, performs 
legal research to resolve correctly the issues, and assists in opinion preparation to express succinctly 
the decisions of the court. In addition, research staff review opinions authored by other justices, 
perform further research and assist in preparing concurring and dissenting opinions at the justices' 
direction. 

Special term matters directed to the Supreme Court by motion or petition for immediate or 
extraordinary relief are first reviewed and researched by the Commissioner. The Commissioner then 
meets with a 3 judge panel composed of the Chief Justice and 2 Associate Justices. Each motion 
or petition is discussed, and a dispositional order is issued by the panel. The special term procedure 
allows the court to give prompt attention to those matters for which the normal appellate procedure 
is either inappropriate or unavailable. 

An administrative staff monitors the progress of each case to insure timely disposition, schedules the 
case for hearing, orgal argument or non oral consideration by the court, and maintains permanent, 
accurate records for all court actions. This staff also serves the same function for the Court of 
Appeals. 

In addition to this appellate function, the Supreme Court supervises admission to the practice of law 
in the state and regulates legal practice. The court also promulgates rules governing practice and 
procedure in the courts throughout the state, a function which requires numerous hearing. 

The court supervises the financial affairs of the courts as required by statute through an accounting 
staff which provides accounting services for the stale funded trial court components, appeals court, 
state law library, state court administration and legal regulatory boards. 

The court has general supervisory responsibility for all other courts in the state. It exercises this 
authority through numerous standing and ad hoc conferences, committees and commissions. All 
justices participate by serving on, and guiding, the work of these various administrative organizations. 

The Supreme Court seeks to use its personnel: 

1. To dispose of each appellate case in less than 12 months from date of filing. 

2. To manage its workload so that each case receives adequate attention as its importance demands. 
3. To maintain an orderly and uniform legal process and procedure throughout the state through 

the promulgation of uniform rules. 
4. To regulate the admission to and practice of law in Minnesota so that each citizen seeking 

legal counsel is assured of competent representation. 
5. To insure the financial integrity of the court system in accordance with generally accepted 

accounting principals and to insure correct payment of invoices within the statutorily required 
830 days. 

6. To ensure the effective operation of the State Court System. 

EFFECTIVENESS MEASURES: C.Y. 1989 C.Y. 1990 C.Y. 1991 C.Y. 1992 C.Y. 1993 
CASE FILINGS 959 959 1,039 1,088 1,137 
MEDIAN DAYS TO DISPOSITION 122 101 120 120 120 
NUMBER OF ATTORNEYS ADMITTED 850 850 850 850 850 

PROSPECrS: 

The caseload at the Court of Appeals has increased 20% in the current calendar year. As a result 
the number of discretionary review cases at the Supreme Court is expected to increase significantly. 
In additional, original jurisdiction case filings have increased 23%. With increased penalties in 
criminal cases, the court anticipates additional appeals in criminal cases. 

The court has additionally increased its administrative responsibility for the trial courts with the state 
funding initiative. Two hundred and seventy additional personnel have been added to the court 
payroll as a result of this initiative since January 1990 without additional permanent administrative 
support staff. 

BUDGET ISSUES: 

The Supreme Court has determined that is is unable to fund salary increases within its existing base 
and must rely on a salary supplement for that purpose. 

The court requests additional funding from the legislature for the following items:) 

F.Y. 1992 F.Y. 1993 

1. 

2. 

Cable contract to broadcast court 
hearings to various court locations and 
to receive broadcasts of legislative 
hearings 

Inflationary increases for the National 
Center for State Court Dues 

3. One personnel staff position to support 
state financing of trial court personnel in 
areas of benefits, classification, 
compensation 

GOVERNOR'S RECOMMENDATION: 

(Dollars in Thousands) 

$ 3.0 $ 3.0 

5.0 10.0 

44.0 44.0 

Recognizing the distinction between separate branches of government, the Governor respectfully 
acknowledges the right of the Supreme Court to present its budgetary needs directly to the 
Legislature for consideration. 
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1992-1993 BIEN N-I AL BUDGET 
(DOLLARS IN THOUSANDS) 

AGENCY: 
PROGRAM: 

MINN SUPREME COURT 
SUPREME COURT 

ACTIVITY RESOURCE ALLOCATION: 

SUPREME COURT 
-------------
TOTAL EXPENDITURES BY ACTIVITY 

DETAIL BY CATEGORY: 

FY 1989 

3,185 

3,185 

FY 1990 

3,059 

3,059 

Est. 
FY 1991 

3,419 

3,419 

STATE OPERATIONS 3,185 3,059 3,419 
----------------------------------- ----------- ----------- -----------
TOTAL EXPENDITURES BY CATEGORY 3,185 3,059 3,419 

SOURCES OF FINANCING: 
---------------------
DIRECT APPROPRIATIONS: 

GENERAL 
GIFTS AND DEPOSITS 

STATUTORY APPROPRIATIONS: 
FEDERAL 
GIFTS AND DEPOSITS 

---------------
TOTAL FINANCING 

2,967 2,947 3,360 
44 3 2 

29 40 
145 69 57 

----------- ----------- -----------
3,185 3,059 3,419 

Adjusted 
Base 

3,715 

3,715 

FY 1992 

Agency 
Plan 

3,767 

3,767 

Governor 
Reco1n1n. 

3,715 

3,715 

3,715 3,767 3,715 

----- ----------- -----------
3,715 3,767 3,715 

3,656 3,708 3,656 
2 2 2 

57 57 57 
----------- ----------- -----------

3,715 3,767 3,715 

Adjusted 
Base 

3,716 

3,716 

FY 1993 

Agency 
Plan 

3,773 

3,773 

Governor 
Recomm. 

3,716 

3,716 

3,716 3,773 3,716 
----- ----------- -----------
3,716 3,773 3,716 

3,657 3,714 3,657 
2 2 2 

57 57 57 

----------- ----------- -----------
3,716 3,773 3,716 
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ACT 
PROG. ~d: 

AGENCY: 
Operations 
Supreme Court 

DECISION fIEM: 

AGENCY PLAN: 

&penditun:s 
General Fund 

Revenues 
General Fund 

GOVERNOR'S RECOMMENDATION: 

&pendilun:s 
General Fund 

Reva:auea 
General Fund 

Requires atatutory cbaoge: Yes 
Statutea A.ffocted: 

ITEM SUMMARY: 

F.Y. 1992 

$ 52 

$ -0-

$ -0-

$ -0-

X 

1992-93 Biennial BudgF 

Dollars in Thousands 
F.Y. 1993 F.Y. 1994 F.Y. 1995 

$ 57 $ 62 $ 67 

$ -0- $ -0- $ -0-

$ -0- $ -0- s -0-

$ -0- $ -0- $ -0-

No 

The Supreme Court requests funding for a personnel professional to assist with the ongoing state 
funding of the courts effort and an increased amount for National Center for state court dues. 

RATIONAI..E: 

The court, if it is to continue its efforts to unify the operation of the trial courts, must have a 
classification and compensation specialist to continue the classification effort initiated in F.Y. 1992 
and to assist in benefit counseling for the 1-1-92 transition. Two hundred thirteen additional court 
positions were added to the Minnesota state payroll. An additional 292 are scheduled in law to be 
transferred to the state 1-1-92. It is essential that this position be continued to handle the substantial 
increase in administrative responsibilities associated with these transfers. 

The courts of Minnesota receive free technical support from the National Center for state courts. 
The National Center for State Courts is the national research arm of the state court judiciaries and 
corresponds to the National Conference of State Legislatures. The dues support the valuable state 
collaborative efforts sponsored by the center in exploring technology applications in the court, 
budgeting, personnel management, court services (probation), legal reform. This organization also 
serves the secretarial of many specialized court groups such as the The Conference of Chief Justices 

and Sate Court Administrators. National Center for state court dues are pegged 1, 

assessment for the National Conference of state legislatures. 

GOVERNOR'S RECOMMENDATION: 

·ti state's 

Recognizing the distinction between separate branches of government, the Governor respectfully 
acknowledges the right of the S1Jpreme Court to present its budgetacy needs directly to the 
legislature for consideration. 
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PROGRAM: 
Agency: 

Supreme Court Civil Surcharge 
Supreme Court 

PROGRAM PURPOSE: 

1992--93 Biennial Budget 

M.S. 480.24-480.244 the enabling legislation was enacted in 1982 to counteract the substantial 
reduction in Legal Services Corporation (LSC) and other federal funding. Fu_nds are used to provide 
legal assistance in civil cases to persons who are unable to afford private counsel and also to provide 
alternative dispute resolution services for low-income persons. Originally funded by dedicated 
revenue from $20 surcharge on each litigant in a civil action, the surcharge is now deposited to the 
general fund and the program is supported by a general fund appropriation. 

PERRlRMANCE: 

The Legal Services Surcharge provides funding for legal services or alternative dispute resolution 
programs in 2 areas - mandatory and discretionary grants. 

1. MANDATORY GRANTS: M.S. 480.24-480.244 provides that the Supreme Court (with the 
assistance of an advisory committee) shall make grants to qualified non-profit corporations to 
enable them to provide legal services (attorney's advice, counsel and representation) to low 
income people with civil legal problems. Funding for such programs through the federal Legal 
Services Corporation (LSC) was cut substantially, effective 1-1-82, leaving many Minnesotans 
without access to legal assistance. 

RECIPIENT IDENTIFICATION AND ELIGIBILITY CRITERIA.: The grants are available 
to non-profit corporations which provide legal services to eligible clients in civil matters. (An 
eligible client is defined, M.S. 480.24, Subd. 2., as an individual who is financially unable to 
afford legal assistance from private counsel, as determined by income guidelines promulgated 
for recipients by the Supreme Court.) To be eligible, non-profit corporations must also have 
boards of directors composed of attorneys at law and consumers of legal services. M.S. 
480.242, Subd.,3., provides that 85% of the funds available for grants shall be distributed to 
those eligible legal services programs which have demonstrated an ability as of 7-1-82, to 
provide legal services to eligible clients with funds provided by the federal LSC. These 
programs are closely scrutinized and monitored by LSC and are subject to extensive and 
uniform rules and regulations, reporting requirements and other accountability features. 
Reliance on this federal oversight and statewide structure insure fair and equitable statewide 
distribution of funds and saves considerably on administrative costs. There are six such 
programs (Legal Services Coalition Programs) which together provide services to low-income 
residents of every county in Minnesota, as well as to migrant workers and native Americans. 
These programs provide services using full-time paid staff working in 27 legal aid offices 
throughout the state. The Average program staff attorney experience is about 7 years. The 
average annual salary of a 7 year attorney is approximately $28,000. Also, these programs have 
organized or contribute to volunteer programs of local private attorneys who donate some of 
their time in all 87 counties. Some programs also use a 'Judicare" or "contract" delivery 
system, in which cases are handled by local lawyers on a substantially reduced fee basis. 

CRITERIA AND FORMULAS DETERMINING AMOUNT OF PAYMENT TO 
RECIPIENT: By statute (M.S. 480.242, Subct 3), the 85% of the total funds distributed to the 
6 LSC funded programs are allocated on a statewide basis among those progams on the basis 
of the number of persons with incomes below the poverty level, established by the United 
States Census Bureau, who reside in the geographical areas served by each program, as 
determined by the Supreme Court on the basis of the census. Thus, for each LSC funded 
program in Minnesota, the formula for determining the program's funding would be: (number 
of below-poverty level residents in Minnesota) - (number of below-poverty level residents of 
the areas served by the program). The resulting ratio would be applied to the funds available 
to be divided among the programs. 

EFFECTIVENESS MEASURF.S: 

Number of clients served by Legal Services Services Coalition Programs. 

F.Y.1988 
35,637 

F.Y.1989 
37,817 

F.Y.1990 
39,000 

F.Y.1991 
40,000 

F.Y.1992 
40,000 

F.Y.1993 
40,000 

In 1989, Coalition program provided advice or representation in 37,817 cases at an average of $286 
per case (when all funds are counted).The 1985 study, "Legal Needs of the Poor in Minnesota: An 
Assessment of the Unmet Need" estimated 701,687 Minnesotans have incomes low enough to be 
eligible for legal services. The needs assessment also estimated that poor Minnesotans annually have 
at least 161,388 civil legal problems. At current levels there are nearly 14 times as many poor 
persons per legal services attorney as there are persons per lawyer in the general population. 

Most of the legal problems handled by these programs directly and significantly affect the day-to­
day lives of needy people: legal issues involving their homes, family, health and support for their 
children. These legal problems often involve enforcement of legal rights necessary to gain or 
continue access to basic necessities such as food, clothing, shelter, medical care, citizenship, income, 
family law, and protection from abuse and other important individual rights. The vast majority of 
legal services clients are children and families - often female-headed households, the aged, minority 
race individuals, disabled persons, refugees, immigrants, the homeless and other disadvantaged 
persons. 

2. DISCRETIONARY GRANTS. RECIPIENT IDENTIFICATION AND ELIGIBILITY 
CRITERIA.: The Legal Services Advisory Committee solicits proposals from non-profit 
corporations seeking funding for legal services or alternative dispute resolution programs, 
screens applications for soundness of proposal, reasonableness of the budget and fulfillment 
of unmet needs in the legal services areas and makes recommendations to the Court. 

CRITERIA AND FORMUl.A DETERMINING AMOUNT OF PAYMENT TO RECIPIENT: 
M.S. 480.242 provides that 15% of the funds shall be distributed to not for profit corporations 
seeking to provide legal services or alternative dispute resolution projects. In the event that 
applications do not use the total amount available, the balance may be distributed among the 6 
LSC funded programs. 

ACTIVITY STATISTICS: F.Y. 1989 F.Y.1990 F.Y.1991 ~ F.Y.1993 

No. of Programs Supported 

PROSPECI'S: 

11 12 10 11 11 

In spite of the state funding provided to this program, 20,000 clients are turned away from legal aid 
programs each year. In addition program staff salaries are significantly underfunded, especially 
since most programs do not provide pension benefits. 

BUDGET ISSUES: 

While the Supreme Court does not"propose a specific dollar increase for this program, it would urge 
an inflationary increase to provide for salary increases for program staff equivalent to increases 
provided other state employees. 

GOVERNOR'S RECOMMENDATION: 

Recognizing the distiction between separate branches of government, the Governor respectfully 
acknowledges the right of the Supreme Court to present its budgetary needs directly to the 
Legislature for consideration. 
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1992-1993 BIENNIAL BUDGET 
(DOLLARS IN THOUSANDS) 

AGENCY: MINN SUPREME COURT 
PROGRAM: SUP CRT CIVIL SURCHARGE 

Est. 
ACTIVITY RESOURCE ALLOCATION: FY 1989 FY 1990 FY 1991 

SUP CRT CIVIL SURCHARGE 1,143 1,334 1,293 
===========-======================= ==-======== ==-------=- =-=-======= 
TOTAL EXPENDITURES BY ACTIVITY 1,143 1,334 1,293 

DETAIL BY CATEGORY: 

STATE OPERATIONS 5 2 3 
LOCAL ASSISTANCE 150 184 
AID TO INDIVIDUALS 988 1,148 1,290 

----------------------------------- ----------- ----- -----------
TOTAL EXPENDITURES BY CATEGORY 1,143 1,334 1,293 

SOURCES Of FINANCING: 

DIRECT APPROPRIATIONS: 
GENERAL 1,334 1,290 

STATUTORY APPROPRIATIONS: 
SPECIAL REVENUE 1,143 3 

----------------------------------- ----------- ----------- -----------
TOTAL FINANCING 1,143 1,334 1,293 

Adjusted 
Base 

1,290 

1,290 

1,290 

1,290 

FY 1992 

Agency 
Plan 

----------------------
1,290 

1,,290 

1,290 

1,290 

Governor 
Recomm. 

1,290 

1,290 

l:,290 

1,290 

1,290 1,290 l:,290 

1,290 1,290 1,290 

Adjusted 
Base 

1.,290 

1,290 

1,290 
=========== 

1,290 

FY 1993 

Agency Governor 
Pl.an Re comm. 

1,290 1,290 
----- -----------
l:,290 1,290 

1,290 
===== 
1.,290 

1,290 

1,290 

1,290 1,290 1,290 

1,290 1,290 1,290 
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PROGRAM: 
Agency: 

Family Farm Legal Assistance Program 
Supreme Court 

PROGRAM PURPOSE: 
The Minnesota Family Fann Legal Assistance Program (M.S. 480.250-

19'J2-.93 Biennial Budget 

480.256) was enacted in 1986 in response to the need of Minnesota farmers for representation and 
advice in matters relating to the worsening agricultural crisis. M.S. 480.250 et al, directs the Supreme 
Court to contract with one or more non-profit corporations to assist financially distressed farmers 
by providing direct representation and legal advice to farmers, training and research support, 
information and referral, and education and expert advice on farm law matters to farmers, private 
attorneys and others. 

To be eligible for the program, a farmer must have a debt to asset ratio greater than 50% and a 
reportable federal adjusted gross income of $15,000 or less in the previous tax year. In addition, a 
farmer must be financially unable to retain legal representation from attorneys who charge fees for 
their services. 

The primary purpose of the program is to help family farmers remain on their farm by assisting 
farmers with legal problems such as foreclosure, repossession of farm and other matters. These 
objectives are met by providing the services in each of the areas prioritized by the legislature in M.S. 
480.252, Subd. 2: (1) direct representation of individual farmers; (2) legal services to eligible 
persons whose loans are held by the FDIC; (3) basic legal information to farmers, state and local 
officials and state supported farm management advisors; and ( 4) the provision of legal backup and 
research support to private attorneys who are representing farmers. 

RECIPIENT IDENTIACATION: 
The Supreme Court may contract with established non-profit corporations who have a proven record 
of delivering quality legal services and who have demonstrated expertise in representing financially 
distressed family farmers. During the F.Y.1990-91 biennium, the court awarded contracts to the 
following non--profit corporations: Southern Minnesota Regional Legal Services, Inc.; and Farmers 
Legal Action Group, Inc., Mid Minnesota Legal Services and Legal Assistance of Northwestern 
Minnesota. 

PERFORMANCE: 
Approximately 2,000 farmers were served in each year of the last biennium. In F. Y. 1990 in addition 
to work on ongoing cases opened in 1989 an additional 1512 farmers received representation or 
advice and 500 received information and referral. Farmers and others seeking legal assistance came 
from 85 of Minnesota's 87 counties. Farm Project staff handle advice and information calls for 1100 
legal problems of farmers during the same period. The "average" advice call take 1-2 hours. 

The most frequent legal problems requiring representation are farm foreclosures, repossession of 
farm property, denial of credit and other loan problems, restructuring of farm debt, mediation, and 
bankruptcies. Legal problems regarding Farmers Home Administration and Farm Credit 
Administration have substantially increased the past two years. FmHA data indicates that of the 
2,000 financially distressed Minnesota farmers who returned a completed application for new loan 
servicing programs, fewer than 50 percent will qualify for alternatives to foreclosure. Additionally, 
many of the Minnesota FmHA borrowers who failed to return a completed application, are or will 
face loan acceleration and foreclosure. Many of these families in both categories will seek legal 
counsel for foreclosures or judicial review proceedings in order to keep their homesteads. In addition 
to a higher demand for legal assistance based on frequency of mistakes by FmHA and other 
meritorious defenses, FmHA has been requiring new loan applications of farmers who have won their 
appeal when there is any change in circumstances thus, re-triggering the entire restructuring process. 

Also, the Federal Land Bank entered into a significant number of three to five year "restructuring" 
or "shared appreciation mortgage" agreements in 1986. Many of these agreements have balloon 
payments that are now coming due. Cases have become more time consuming than those in early 
years due to complexity of the FmHA debt restructuring program requirements and the need of 

many FmHA and Farm Credit Service (FCS) borrowers to evaluate bankruptcy or foreclosure 
options following denial of loan restructuring applications. 

The Agricultural Stabilization and Conservation Service (ASCS) has been very aggressive in 
Minnesota, particularly in the Sodbuster/Swampbuster Act determinations, creating new legal 
problems. 

The Farm Project also provides training sessions, and publishes and distributes fact sheets, booklets 
and information to inform farmers, private attorneys, farmer advocates and the public about farm 
related legal issues and the impact of the 1990 Federal Farm Bill and participation in programs such 
as ACSC. Some booklets include "The Farmers Guide to FmHA ", "The Farmers Guide to Lending 
Law", "The Farmers Guide to the FDIC', and "Mediation From the Farmers Perspective." It also 
publishes a bi-monthly newsletter for farm advocates and attorneys entitled "The Minnesota Family 
Farm Law Update." 

Farm Project staff are located in Mankato, Worthington, Winona, Marshall, St. Cloud and Moorhead. 
Six part-time farm paralegals (most of whom are farmers), and FIE of 6 attorneys are located in 
local offices. The programs also contract with approximately 100 local private attorneys to provide 
services on a substantially reduced fee basis. The Fann Project has a state-wide component that 
staffs the state-wide toll-free telephone line and prepares community education materials. The 
Farmer's Legal Action Group in St. Paul provides support, backup, and training for attorneys, 
paralegals and farm advocates and provides direct representation of farmers in cases involving 
litigation which affects many farmers. 

BUDGET ISSlIBS: 

Continued funding at the BASE level will enable current staff and private attorneys to continue their 
work on hundreds of opened cases as well as to meet the additional need created by eidsting and 
newly enacted farm legislation. 

REVENUE: 

This program was previously supported by $850,000 of dedicated revenue from a filing fee surcharge 
on civil case which was redirected to the general fund. 
PROSPECfS: 
Farmers continue to experience legal problems relating to the Farmers Home Administration farmer 
loan programs and Farm Credit System lending. Additional credit provisiom are included in the 
1990 Farm Bill. Farmers require legal advice to qualify for Agricultural Stabilization and 
Conservation Service subsidies. The increasing complexity of federal farm regulations requires the 
active involvement of trained legal specialists to advise farmers and farm advocates in these areas 
which directly effect their ability to survive as small family farmers. In addition family farmers 
experience many of the general civil and family legal problems experienced by the general population. 

PLAN: 
While the need for legal assistance to family farmers continues, the need to provide traditional civil 
legal services to the same clientele e,dsts as well. The Supreme Court and Family Farm Legal 
Assistance programs propose that the Family Farm Legal Assistance funding be merged with the civil 
surcharge funding to simplify the administration of these two programs and to provide flexibility in 
the use of the funding to meet the continuing and changing needs of farmers and others in local 
communities. Family Farm Legal Services Funding would be distributed according to the formula 
specified in M.S. 480.242. 

GOVERNOR'S RECOMMENDATION: 
Recognizing the distinction between separate branches of government, the Governor respectfully 
acknowledges the right of the Supreme Court to present its budgetary needs directly to the 
legislature for consideration. 
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1992-1993 BIENNIAL 8 U D GET 
(DOLLARS IN THOUSANDS) 

AGENCY: 
PROGRAM: 

MINN SUPREME COURT 
FAMILY FARM LEGAL ASSIST 

ACTIVITY RESOURCE ALLOCATION: 

FAMILY FARM LEGAL ASSIST 
------------------------
TOTAL EXPENDITURES BY ACTIVITY 

DETAIL BY CATEGORY: 

FY 1989 

859 

859 

FY 1990 

789 

789 

STATE OPERATIONS 859 789 

Est. 
FY 1991 

877 

877 

AID TO INDIVIDUALS 877 

----------------------------------- ----------- ----------- -----------
TOTAL EXPENDITURES BY CATEGORY 859 789 877 

SOURCES Of FINANCING: 
---------------------
DIRECT APPROPRIATIONS: 

GEMERAL 789 877 
SPECIAL REVENUE 859 

STATUTORY APPROPRIATIONS: 
----------------------------------- ----------- ----------- -----------
TOTAL FINANCING 859 789 877 

Adjusted 
Base 

824 

824 

FY 1992 

Agency 
Pian 

824 

824 

Governor 
Recomm. 

824 

824 

824 824 824 
--- ----------- -----------
824 824 824 

824 824 824 

824 824 824 

Ad;iusted 
Base 

824 

824 

FY 1993 

Agency 
P1an 

824 

824 

Governor 
Recomm. 

824 

824 

824 824 824 
--- ----------- -----------
824 824 824 

824 824 824 

824 824 824 
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PROGRAM: 
Agency: 

Family Law Legal Services 
Supreme Court 

PROGRAM PURPOSE: 

1992-93 Biennial Budget 

The Supreme Court through its Gender Fairness Task Force identified a large unmet need for family 
law legal services for the indigent. Legal services providers dedicate roughly 30% of their resources 
to family law problems. Despite this effort, an estimated 10,000 persons each year are turned down 
for family law service each year, because provider resources muls also be used to address critical 
legal needs for housing, food, safety and medical care. The 1990 Legislature appropriated funds to 
begin to address the met legal needs of low income clients in family law matters. Examples of cases 
accepted for representation include requests for orders for protection, visitation limitations where 
abuse is documented, post decree custody disputes, divorces where custody is involved. 

PERFORMANCE: 

Funding is distributed to 6 legal services programs according to the formula specified in M.S. 
480.242, Subd. 2(a). These programs provide services in each of the 87 counties. 

Estimated Caseload 

BUDGET ISSUES: 

F.Y. 1991 F.Y. 1992 

2,000 2,000 

F.Y. 1993 

2,000 

While the current level of funding allows legal service providers to serve new clients, the nature of 
family law cases, especially those involving serious and difficult custody issues, requires repeated court 
appearances which may extend for the minority of the child. These cases, unlike some other legal 
cases, continue to require legal services over an extended period. To continue to reduce the unmet 
need therefore requires additional resources. 

GOVERNOR'S RECOMMENDATION: 

Recognizing the distinction between separate branches of government, the Governor respectfully 
acknowledges the right of the Supreme Court to present its budgetary needs directly to the 
Legislature for consideration. 
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AGENCY: MINN SUPREME COURT 
PROGRAM: FAMILY LAH LEGAL SERVICES 

ACTIVITY RESOURCE ALLOCATION: FY 1989 
=========== 

FAMILY LAH LEGAL SERVICES 
-------------------------
TOTAL EXPENDITURES BY ACTIVITY 

DETAIL BY CATEGORY: 
----------------
LOCAL ASSISTANCE 
----------------
TOTAL EXPENDITURES BY CATEGORY 

SOURCES Of FINANCING: 
---------------------
DIRECT APPROPRIATIONS: 

GENERAL 
STATUTORY APPROPRIATIONS: 
---------------
TOTAL FINANCING 

1992-1993 BIEN N~ AL BUDGET 
(DOLLARS IN THOUSANDS) 

Est. 
FY 1990 FY 1991 

----------- -----------
890 

890 

890 

890 

890 

890 

Adjusted 
Base 

----------------------
890 

890 

890 

890 

890 

890 

FY 1992 

Agency 
Plan 

============ 
890 

890 

890 

890 

890 

890 

Governor 
RecotNn. 

890 

890 

890 

890 

890 

890 

Adjusted 
Base 

890 

890 

890 

890 

890 

890 

FY 1993 

Agency 
Plan 

890 

890 

890 

890 

890 

890 

Governor 
RecotNn. 

890 

890 

890 

890 

890 

890 
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PROGFJ,,... _ 
Agency: 

State Court Administrator 
Minnesota Supreme Court 

PROGRAM PURPOSE: 

19'J2-93 Biennial Budget 

The office of the State Court Administrator was established to plan for and administer the courts 
of the state. Pursuant to M.S. 480.15, the State Court Administrator examines administrative 
methods and dockets of the local courts; collects and compiles statistical data relating to the business 
of the courts for submission to the legislature and the Supreme Court; prepares uniform personnel 
standards and procedures for the recruitment, evaluation, promotion, in-service training and discipline 
of all court personnel and promulgates uniform standards for court budgets, information systems and 
the collection, storage and use of court records. It develops uniform policies and procedures for trial 
court management. The office also provides direct administrative support to the Supreme Court and 
Court of Appeals. 

PERFORMANCE: 

Slate Court Administration operates in the following major program areas: 

The State Court Administrator supervises the state court administrative staff and functions detailed 
below. She assists the chief justice in supervising the court operations of the state. For example, 
the office recommends the reassignment of judges to meet workload demands. Staff assist the 
judiciary in establishing policies and priorities and in developing a long-range plan for the 
improvement of courts. It is responsible for promulgating budget and personnel standards and for 
informing the legislature and the public about the operations and needs of the state courts. The 
office provides technical assistance to trial courts in a broad range of administrative areas including 
personnel, financial, and caseflow management and facilities design. The State Court Administrator 
is the coordinating link between the court administrative structure and the judiciary. 

EDUCATION AND 'IRAINING: 

Develops programs to insure that court personnel stay abreast of new developments and meet 
mandatory education coursework requirements established by the Supreme Court and the Conference 
of Chief Judges. Judges must complete 45 hours of judicial education every three years. Court 
administrators and judicial district administrators must complete 45 hours of mandatory training every 
3 years. During every 6 year term of office judges must attend a Minnesota Sentencing Institute and 
attend an educational tour of a correctional facility to which they sentence individuals. New judges 
must complete a 3-part orientation program within the first year on the bench. Court administrators 
and judicial district administrators must complete 45 hours of management education every 3 years. 
A court administrator orientation is provided during the first year of service. 

Provides basic and advanced training on a wide variety of legal and management subjects for court 
personnel including judges, district administrators, court administrators and their deputies, and court 
specialty groups such as probate registrars, court reporters, guardians ad lilem, and bailiffs. Limited 
programming is also provided for prosecutors and public defenders. New legislation, caselaw and 
changes in court procedures and technological developments necessitate continuous update of the 
information and skills being used by members of the judicial branch. 

ffFICIENCY MATTERS: 

Education Course Co-Sponsored 
Hours of Course Work Provided 
Attendance of Court Personnel 
Average Attendance Per Course 
Average Hours Per Course 
Average Cost Per Course 
Average Cost Per Person Per Course 
Averag~ Cost Per Person Per Hour 

RESEAROI AND PLANNING: 

F.Y. 1989 
21 

144 
1,027 

48.9 
6.86 

$6,870 
$ 140 
$20.40 

F.Y. 1990 
24 

223.5 
1,171 
34.4 
6.57 

$3,529 
$ 103 
$15.67 

F.Y. 1991 
41 

337 
1,331 

32.5 
8.22 

$3,536 
$ 109 
$13.26 

F.Y. 1992 
45 

385 
1,490 

33 
8.55 

$3,602 
$ 109 
$12.75 

F.Y. 1993 
50 

435 
1,650 

33 
8.70 

$3,700 
$ 112 
$12.87 

Examines the structure and operation of the judicial system to identify court related problems and 
recommends organizational changes. Conducts research and makes recommendations for 
improvements in the areas of judicial resources, court management, redistricting, alternative dispute 
resolution processes, court management, alternative dispute resolution processes, court processes, and 
restitution services. Conducts legal and management research required to draft statewide 
administrative policies and to respond to requests for legal and policy guidance on 
administrative procedures in appellate and trial courts. Publishes and updates benchbooks to provide 
operational reference material for court personnel. Conducts weighted caseload analysis, advises 
Supreme Court in the exercise of its sunset and transfer authority over trial court judgeships, 
presents statistical information on the work of the courts to the legislature, other governmental 
agencies and the public. 

F.Y. 1989 F.Y. 1990 F.Y. 1991 F.Y. 1992 F.Y. 1993 

No. of Research Requests 
No. of Major Projects 
No. of Benchbooks Maintained 

INFORMATION SYSTEMS: 

350 
7 
2 

360 
12 
2 

360 
12 
2 

375 
12 
2 

375 
12 
2 

Designs, implements and operates automated trial and appellate court information systems, both for 
individual courts and judicial districts, to improve time payments revenue collection, efficiency of 
judicial and nonjudicial personnel, and accuracy of and access to court records. Collects and 
compiles milestone case information from all courts to monitor case flow, produces caseload 
statistics, and supports evaluation of judicial resources and policy analysis. Analyzes and improves 
manual court administrative processes and procedures including office organization, financial 
management and records retention. 

F.Y. 1989 F.Y. 1990 F.Y. 1991 F.Y. 1992 F.Y. 1993 

Cumulative No. Automated TCIS Courts 
Cumulative No. Automated TCIS 

Judicial Districts 

46 

4 

76 

6 

80 

7 

86 

9 

PAGE 24 

86 

9 



PROGRAM: State Court Administrator 
(Continuation) 

Agency: Minnesota Supreme Court 

RJDICIAL ADVISORY SERVICE: 

1992-9'3 Biennial Budget 

Provides research on legal and policy issues for trial judges throughout the State of Minnesota. 

F.Y. 1989 F.Y. 1990 F.Y. 1991 F.Y. 1992 F.Y. 1993 
Memos 180 167 170 170 170 
Quick Memos 190 187 190 190 190 
Materials Mailed 50 42 50 50 50 
Major Projects 12 17 15 15 15 
Law Clerk Assistance 30 52 50 50 50 

BUDGET ISSUES: 

The Supreme Court after reviewing the state court administrator budget has determined that it is 
unable to fund salary increases within its existing base and must rely on a salary supplement for that 
purpose. It further requests the following programmatic increases: 

Implementation funding for Trial Court Information 
System for the First and Second Judicial Districts 
in accordance with the Judicial Branch 10 Year 
Implementation System for Information Systems 

Increases in funding for the Information Systems 
Programs in several judicial districts to provide 
for supplies and operational increases which cannot 
be absorbed. 

(Dollars in Thousands) 
F.Y. 1992 F.Y. 1992 

$759.0 $508.0 

$178.0 $177.0 

INFORMATION POLICY OFACE'S RECOMMENDATION: 

Continued funding at the requested level is recommended. The court should develop a methodology 
for measuring efficiencies resulting from technology changes, and should investigate re-engineering 
their related work processes to increase productivity. 

GOVERNOR'S RECOMMENDATION: 

Recognizing the distinction between separate branches of government, the Governor respectfully 
acknowledges the right of the Supreme Court to present its budgetary needs directly to the 
Legislature for consideration. 
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1992-1993 BIEN N ~AL BUDGET 
(DOLLARS IN THOUSANDS) 

AGENCY: MINN SUPREME COURT 
PROGRAM: STATE COURT ADMINISTRATORS 

ACTIVITY RESOURCE ALLOCATION: 

STATE COURT ADMINISTRATORS 
LOCAL TCIS 

--------------------------
TOTAL EXPENDITURES BY ACTIVITY 

DETAIL BY CATEGORY: 
----------------
STATE OPERATIONS 
LOCAL ASSISTANCE 

----------------
TOTAL EXPENDITURES BY CATEGORY 

SOURCES OF FINANCING: 

DIRECT APPROPRIATIONS: 

FY 1989 

4,161 

4,161 

4,161 

4,161 

FY 1990 
----------------------

4,67.5 

4,675 

4,627 
48 

4,675 

Est. 
FY 1991 

----------------------
6,845 

520 

7,365 

7,349 
16 

7,365 

GENERAL 3,656 4,675 7,363 
STATUTORY APPROPRIATIONS: 

SPECIAL REVENUE 505 
GIFTS AND DEPOSITS 2 

----------------------------------- ----------- ----------- -----------
TOTAL FINANCING 4,161 4,675 7,365 

Adjusted 
Base 

6,549 
520 

7,069 

7,053 
16 

7,069 

FY 1992 

Agency 
Plan 

----------------------
7,308 

698 
===== 
8,006 

7,990 
16 

8,006 

Governor 
Recomm. 

6,549 
520 

7,069 

7,053 
16 

7,069 

7,067 8,004 7,067 

2 2 2 

- ----------- -----------
7,069 8,006 7,069 

Adjusted 
Base 

----------------------
6,540 

520 

7,060 

7,044 
16 

7,060 

FY 1993 

Agency 
Plan 

7,048 
697 

7,745 

7,729 
16 

7,745 

Governor 
Recomtn. 

6,540 
520 

7,060 

7,044 
16 

===== 
7,060 

7,058 7,743 7,058 

2 2 2 

- ----------- -----------
7,060 7,745 7,060 
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ACTl\ 
PROGRAM: State Court Administration 

AGENCY: Supreme Court 

19'J2-93 Biennial Budget 

DECISION ITEM: Trial Court Information System (TCIS) 

Dollars in Thousands 
F.Y. 1992 F.Y. 1993 F.Y. 1994 F.Y. 1995 

AGENCY PLAN: 

&penditun:s 
General Fund $ 937 $ 685 $ 685 $ 685 

Revenues 
General Fund $ -0- $ -0- $ -0- $ -0-

GOVERNOR'S RECOMMENDATION: 

&penditun:s 
General Fund $ -0- $ -0- $ -0- $ -0-

Revenues 
General Fund $ -0- $ -0- $ -0- $ -0-

Requira atatutocy change: Yes X No 
Statutes Affected: 

ITEM SUMMARY: 

This request would fund additional operating costs in district trial court information systems budgets 
and fund implementation of TCIS in the 1st and 2nd Judicial Districts. 

RATIONAI.E: 

Funding for the 1st and 2nd Judicial Districts would complete the IO-year implementation plan the 
court has consistently presented to the legislature and put the trial court information system in each 
of the judicial districts. This system provided automated record keeping, calendaring and financial 
accounting for the trial courts. Funding for the 80 counties supported by TCIS is required for 
consumable supply costs previously contained in county budgets and to make fully operational the 
3 districts which were implemented in the F.y. 1990-91 biennium. 

GOVERNOR'S RECOMMENDATION: 

Recognizing the distinction between separate branches of government, the Governor respectfully 
acknowledges the right of the Supreme Court to present its budgetary needs directly to the legislature 
for consideration. 
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PROGRAM: 
Agency: 

Community Dispute Resolution Program 
Minnesota Supreme Court 

PROGRAM PURPOSE: 

1992-93 Biennial Budget 

The 1990 Legislature provided a one-time appropriation of $100,000 to the state Court Administrator 
for partial funding (not to exceed 1/3 of operating budget) of qualified community dispute resolution 
programs. To qualify a program must be certified under the state Court Administrator's Office 
Guidelines for Community Mediation. These guidelines, developed in 1984, specify the criteria 
required for each program to insure that the due process rights of participants are protected and that 
the neutrals serving the program have received at least minimum training in dispute resolution 
techniques. 

Community Dispute Resolution programs seek to provide the public with an efficient, fair and loc­
cost means of resolving disputes outside the courtroom. Typically disputes presented involve 
vandalism, noise abatement, juvenile delinquency, landlord/tenant issues and consumer relations. 

PERFORMANCE: 

Pursuant to the enabling legislation, 5 qualified programs applied for a grant from the state Court 
Administrator's office. Four community programs have been awarded funds as of 1-1-91. In 1989, 
these 4 programs received 1,263 referrals and mediated a total of 427 cases. 

PROSPECfS: 

The Court Administrator's office received a one-time appropriation which expires when the funds are 
expended. 

Pl.AN: 

The Court Administrator's office has requested evaluation information data from participant 
programs which will be available upon request. Should the legislature wish to continue funding for 
these programs, the Court Administrator's office is available to administer the funds. 

GOVERNOR'S RECOMMENDATION: 

Recognizing the distinction between separate branches of government, the Governor respectfully 
acknowledges the right of the Supreme Court to present its budgetary needs directly to the 
Legislature for consideration. 



AGENCY: MINN SUPREME COURT 
PROGRAM: COMMUNITY DISPUTE RESOLUTION PROGR 

1992-1993 BIENNIAL BUDGET 
(DOLLARS IN THOUSANDS) 

FY 1992 

Est. Adjusted Agency Governor 
ACTIVITY RESOURCE ALLOCATION: FY 1989 FY 1990 FY 1991 Base Pian Re comm. 

COMMUNITY DISPUTE RESOLUTION PROGR 
------------------------------
TOTAL EXPENDITURES BY ACTIVITY 

DETAIL BY CATEGORY: 
----------------
LOCAL ASSISTANCE 
----------------
TOTAL EXPENDITURES BY CATEGORY 

SOURCES Of FINANCING: 
---------------------
DIRECT APPROPRIATIONS: 

GENERAL 
STATUTORY APPROPRIATIONS: 
---------------
TOTAL FINANCING 

=======--=-
100 

100 

100 

100 

100 

100 

FY 1993 

Adjusted Agency Governor 
Base Pian Re comm. 
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PROGRAM; 
Agency: 

Minnesota State Law Library 
Minnesota Supreme Court 

PROGRAM PURPOSE: 

1992-93 Biennial Budget 

This program provides research and information services on a statewide basis to users of legal data. 
A complete range of traditional and automated professional library functions are offered at the 
Minnesota Judicial Center; limited services are offered in a downtown location and at a crosstown 
storage facility. The program offers advisory services to all 87 county law libraries, manages a 
computerized legal data service and participates in interlibrary consortium and mutual projects on 
a local, state and national level. The objectives of this program are to promote the administration 
of justice through the selection and organization of, and assured access to, the justice through the 
selection and organization of, and assured access to, the collection of authority (laws, statutes, 
government documents and regulations) and explanations of the authority 0ournals, law reviews and 
treatises) that controls the relationship between the citizen and society. 

OPERATION: 

The following are the agency's principal activities and services. 

1. The public services staff provides reference and circulation assistance so that users may fully 
utilize library resources. Their expertise is especially useful in suggesting research strategies 
to locate cases, statutes, regulations, and books on point. 

2. The technical services staff handles the acquisitions, processing, cataloging, and conservation 
of the library's resources using the latest in automated technology. In addition, state 
government libraries, county and academic law libraries, benefit from 3 technical services 
programs; shared government documents, county law library cataloging, and briefs on 
microfiche. 

3. The library, in cooperation with several other libraries, participates in the production and 
distribution of the records and briefs of cases argued before the Minnesota Supreme Court and 
the Court of Appeals. The microfiche format saves shelf space, binding costs, and staff time 
needed to process documents. 

4. Under contract with the Department of Corrections, the library provides inmates in 
Minnesota's 5 adult correctional institutions with access to legal materials and information. 
Librarians assigned to the program make regular visits to the prisons supplementing the 
institutional core collections with materials and research results from the library's collection. 

5. The library is required by law to advise and assist development of county law libraries 
throughout the state. The librarian assigned to coordinate the project makes on-site visits to 
the libraries and submits recommendations for solving problems or issues confronting the 
boards of trustees. The coordinator also provides training in law library management and 
develops cooperative programs. 

6. The library operates the first computer-assisted legal research program available throughout 
the state. This service provides users with an economical way to utilize the most advanced 
legal research techniques. 

PERFORMAN.£§: 

F.Y. ~ F.Y. 1990 F.Y. 1991 F.Y. 1992 F.Y. 1993 

No. of Reference Requests 16,848 18,533 20,757 27,559 31,004 
Circulation of Resources 4,847 5,332 5,572 9,005 9,634 
Photocopy Requests 789 868 972 1,915 2,211 
No. of Titles Cataloged 2,200 2,000 2,000 1,800 1,800 
No. of Govt. Doc. Processed 14,000 15,000 16,000 17,000 18,000 

BUDGET ISSlIBS: 

The Supreme Court after reviewing the law library budget has determined that is unable to fund 
salary increases from within its existing base and must rely on a salary supplement for that purpose. 
It further requests the following programmatic increases: 

(Dollars in Thousands) 
F.Y. 1992 F.Y. 1993 

Resource Cost Inflation $ 11.0 $ 11.0 

GOVERNOR'S RECOMMENDATION: 

Recognizing the distinction between separate branches of government, the Governor respectfully 
acknowledges the right of the Supreme Court to present its budgetary needs directly to the 
Legislature for consideration. 
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1992-1993 BIENNIAL BUDGET 
(DOLLARS IN THOUSANDS} 

AGENCY: 
PROGRAM: 

MINN SUPREME COURT 
LAH LIB OPS 

ACTIVITY RESOURCE ALLOCATION: 
---======----======--============== 
LAH LIBRARY OPERAT'S 

--------------------
TOTAL EXPENDITURES BY ACTIVITY 

DETAIL BY CATEGORY: 

FY 1989 

966 

966 

FY 1990 
=========== 

944 

944 

Est. 
FY 1991 

1,265 

1,265 

STATE OPERATIONS 966 944 1,265 
----------------------------------- ----------- ----------- -----------
TOTAL EXPENDITURES BY CATEGORY 966 944 1,~65 

SOURCES Of FINANCING: 

DIRECT APPROPRIATIONS: 
GEMERAL 
SPECIAL REVENUE 

STATUTORY APPROPRIATIONS: 
SPECIAL REVENUE 

---------------
TOTAL FINANCING 

823 

143 

966 

869 
75 

944 

1,171 
94 

1,265 

Adjusted 
Base 

1,746 

1,746 

FY 1992 

Agency 
Pl.an 

1,757 

1,757 

Gover-nor­
Recomm. 

1,746 

1,746 

1,746 1,757 1,746 

----- ----------- -----------
1,746 1,757 1,746 

1,652 
94 

1,746 

1,663 
94 

1,757 

1,652 
94 

1,746 

Adjusted 
Base 

1,753 

1,753 

FY 1993 

Agency 
Plan 

1,764 

1,764 

Gover-nor­
Recomm. 

1,753 

1,753 

1,753 1,764 1,753 

----- ----------- -----------
1,753 1,764 1,753 

1,659 
94 

1,753 

1,670 
94 

1,764 
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ACOVITY: 
PROGRAM: 

AGENCY: 
State Law Library 
Supreme Court 

DECISION IlEM: Law Library Materials Inflation 

1992-93 Biennial Budget 

Dollars in Thousands 
F.Y. 1992 F.Y. 1993 F.Y. 1994 F.Y. 1995 

AGENCY PLAN: 

Expenditures 
General Fund 

Revenues 
General Fund 

GOVERNOR'S RECOMMENDATION: 

Expenditures 
General Fund 

Revenues 
General Fund 

Requires statutory change: 
Statutes Affected: 

IlEM SUMMARY: 

Reference cost inflation. 

RATIONALE: 

Yes 

$ 

$ 

$ 

$ 

11 $ 11 $ 11 $ 11 

-0- $ -0- $ -0- $ -0-

-0- $ -0- $ -0- $ -0-

-0- $ -0- $ -0- $ -0-

X No 

Legal periodical inflation is increasing at a 20+% rate, much greater that the general rate o[ 
inflation. In spite o[ paring back the collection and the frequency o[ updates, the Law Library is 
unable to absorb all the inflation to maintain its collection. 

GOVERNOR'S RECOMMENDATION: 

Recognizing the distinction between separate branches of government, the Governor respectfully 
acknowledges the right of the Supreme Court to present its budgetary needs directly to the 
Legislature for consideration. 
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JUDGES' STAFF 

CURRENT POSITIONS 48.0 

COURT OF APPEALS 
ORGANIZATION CHART 
CURRENT AS OF 11/1/90 

COURT OF APPEAlS 

CURRENT JUDGE POSfflONS 16.0 

I I 
CENTRAL STAFF STAFF SECRETARIES 

CURRENT POSITTONS 13.0 CURRENT POSITTONS 
NEW POSITIONS REQUESTED 1.0 

I 
CLERK' SOFFICE 

5.0 CURRENTPOS ITTONS 3.0 
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COURT OF APPEALS 

POSITION RECONCILIATION 
Current Requested 

Authority: FY91 For 6/30/93 

Legislative Authorized General Fund 85.0 86.0 

TOTAL Authorized Positions: 85.0 86.0 

Employees on 6/30/90 75.0 
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AGENCY: COURT OF APPEALS 1992-93 Biennial Budget 

MISSION: 

The Court of Appeals strives to adjudicate expeditiously all appeals from the trial courts, except first 
degree murder cases and legislative election contests, and from most administrative agency appeals. 
The court is charged with correcting error in those appealed decisions. The court complies with the 
statutory mandate to dispose of cases within 90 days of hearing or submission on briefs. The court 
in 1989 has achieved a median case processing time of 152 days from filing to dispositional order 
or opinion. The records of the Court of Appeals are maintained by the office of the Clerk of 
Appellate Courts in the Minnesota Judicial Center. To provide convenient access to litigants, the 
court hears cases at its chambers in the Minnesota Judicial Center, Ramsey County, and in each of 
the 9 other judicial districts. 

MAJOR POLICY DRIVERS: 

As the legislature passes new laws and increases the penalties for criminal law violations, the number 
of appeals increases. In 1990 criminal caseload in the Court of Appeals increased 27% while the 
caseload in general increased 20%. The court strives to use existing staff to absorb the increase in 
workload. 

PERFORMANCE: 
C.Y. 1989 C.Y. 1990 C.Y. 1991 C.Y. 1992 C.Y. 1993 

Cases filed 2,155 2,547 2,?,67 2,411 2,455 

EXPLANATION OF BUDGET ISSUES AND ALIBRNATIVF.S: 

After reviewing its budget the Court of Appeals has determined that it is unable to fund salary 
increases from within its existing BASE and must rely on a salary supplement for that purpose. It 
further requests the following programmatic increases: 

(Dollars in Thousands) 

F.Y. 1992 

One staff attorney position to assist with the processing $ 
of the significant increase in the court caseload. 

Computerized legal research funding to enhance the courts' 
ability to use available technology to conduct legal 
research and expedite case decision making. $ 

Computer programming funds to provide computer programming 
assistance to the Information Systems Office to extract 
management data from statistical and operational data bases. $ 

GOVERNOR'S RECOMMENDATION: 

44 

30 

55 

F.Y. 1993 

$ 44 

$ 30 

$ 55 

Recognizing the distinction between separate branches of government, the Governor respectfully 
achnowledges the right of the Court of Appeals to resent its budgetary needs directly to the 
Legislature for consideration. 
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AGENCY: COURT OF APPEALS 

PROGRAM RESOURCE ALLOCATION: 

COURT Of APPEALS 
----------------
TOTAL EXPENDITURES BY PROGRAM 

SOURCES OF FINANCING: 
---------------------
DIRECT APPROPRIATIONS: 

GENERAL 
STATUTORY APPROPRIATIONS: 

GIFTS AND DEPOSITS 
==============================-==== 
TOTAL FINANCING 

FY 1989 

3,901 
===== 
3,901 

3,898 

3 

1992-1993 BIENNIAL 8 U D GET 
(DOLLARS IN THOUSANDS) 

FY 1990 
=========== 

4,131 
===----==-=== 

4,131 

4,130 

1 

Est. 
FY 1991 

5,133 

5,133 

5,131 

2 

Ad;usted 
Base 

5,447 

5,447 

5,445 

2 

FY 1992 

Agency 
Pl.an 

5,576 

5,576 

.5,.574 

2 

Governor 
Reoomrn. 

5,447 
----------------------

5,447 

5,445 

2 
=================a••============= =========== =========== =========== 

3,901 4,131 5,133 5,447 .5 ,.576 5,447 

Adjusted 
Base 

5,448 

5,448 

5,446 

2 

FY 1993 

Agency 
Pl.an 

5,577 
----------------------

5,.577 

.5,.575 

2 

Gover-nor­
Recomrn. 

5,448 
=========== 

5,448 

5,446 

2 
===~======= =========== =========c= 

5,448 5,577 5,448 
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AGENCY: COURT OF APPEALS 

F.Y.91 FUNDING LEVEL 

BIENNIAL APPROPRIATIONS 
SALARY ANNUALIZATION 
DOCUMENTED RENT/LEASE INCR. 

TOTAL 
BIENNIAL TOTAL 

All FUNDS 
F.Y.92 F.Y.93 

5,133 

<283> 
151 
446 

BASE RECONCILIATION REPORT 
for 1992-1993 B;ennium 

GENERAL FUND 
F.Y.92 F.Y.93 

5,133 5,131 5,131 

<283> <283> <283> 
142 151 142 
456 446 456 

OTHER STATE FUNDS 
F.Y.92 F.Y.93 

2 2 

----------- ----------- ----------- ----------- ----------- -----------
5,447 5,448 5,445 5,446 2 2 

10,895 10,891 4 

FEDERAL FUNDS 
F.Y.92 F.Y.93 
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ACilV 
PROGRA..-i: 

AGENCY: 
Court of Appeals 
Court of Appeals 

DECISION fffiM: Court of Appeals 

1992-93 Biennial Budget 

Dollars in Thousands 
F.Y. 1992 F.Y. 1993 F.Y. 1994 F.Y. 1995 

AGENCY PLAN: 

Expenditures 
General Fund $ 129 $ 129 $ 129 $ 129 

Revenues 
General Fund $ -0- $ -0- $ -0- $ -0-

GOVERNOR'S RECOMMENDATION: 

Expenditures 
General Fund $ -0- $ -0- $ -0- $ -0-

Revenues 
General Fund $ -0- $ -0- $ -0- $ -0-

Requires statutory change: Yes X No 
Statutes Affected: 

ffEM SUMMARY: 

Request for one staff atlorney, computerized legal research funding, and computer programming 
funding. 

RATIONALE: 

One staff attorney pposition to assist with the 
significant increase in the court caseload 

Computerized legal research funding to enhance the 
courts' ability lo use available technology to conduct 
legal research and expedite case decision making. 

C'.,ompuler programming funds to provide computer programming 
assistance to the information Systems· Office lo extract 
management data from the data bases. 

GOVERNOR'S RECOMMENDATION: 

F.Y. 1992 F.Y. 1993 

$ 44 $ 44 

$ 30 $ 30 

$ 55 $ 55 

Recognizing the distinction between separate branches of government, the Governor ctfully 
acknowledges the right of the Court of Appeals. to present its budgetary needs din.,~ ., to the 
legislature for consideration. 
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1992--93 BIF i\L BUDGET 

PROGRAMS1RUCIURE 

AGENCY: DISTRICT COURTS 

PROGRAM PAGE 

Trial Courts 46 

Eighth Judicial District Budget 49 

Court Reporters 52 

Law Clerk Expenses 55 

Referee Judicial Officer Expenses 58 

Judge Expenses 60 

PAGE 39 



DISTRICT JUDGES ASSN. 

EXECUTIVE SECRETARY 
CURRENT POSITION .5 

WCAL COURT ADMINISTRATION 
8TH JUDICIAL DISTRICT 

CURRENT POSITIONS 73.0 
NEW POSmONS REQUESTED 1.0 
TOTAL POSITIONS 74.0 

•Including positions to be transferred 1/1/92. 

TRIAL COURTS 
ORGANIZATION CHART 
CURRENT AS OF 11/1/90* 

TRIAL COURT JUDGES 

CURRENT POSffiONS 244.0 

LAW CLERKS 

CURRENT POSffiONS 202.0 
NEW POSffiONS REQUESTED 11.0 
TOTAL 213.0 

DISTRICT ADMINISTRATION 
STAFF 

CURRENT POSffiONS 33.0 
NEW POSffiONS REQUESTED 3.0 
TOTAL 36.0 

COURT REPORTERS 

CURRENT POSffiONS 255.0 
NEW POSffiONS REQUESTED 2.0 
TOTAL POSITIONS 257.0 

REFEREES/JUDICIAL OFFICERS 

CURRENT POSffiONS 23.0 

PAGE 40 



TRIAL~OURT 

POSITION RECONCILIATION 

Authority: 

Legislative Authorized General Fund 

Legislative Authorized Base Adj. 1-1-92 

TOTAL Authorized Positions 

Employees on 6/30/90* 

Current 
FY91 

466.5 

466.5 

253.5 

Requested 
For 6/30/93 

485.5 

291.0** 

776.5 

*State funding initiative added employees to state payroll on 7/1/90 and 
10/1/90. 

* *Court Reporters and Referee/Judicial officers and support staff 
added by law 1/1/92. 
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AGENCY: District Courts 1992-93 Biennial Budget 

MISSION: 

The trial courts of the state are charged with the constitutional responsibility of adjudicating fairly 
and expeditiously all civil and criminal legal disputes brought before them by private parties and 
governmental agencies. 

Judges are elected within a judicial district to hear and decide cases. They are subject to the 
assignment power of the Chief Judge or Chief Justice and may be assigned to hear cases in a county 
other than the site of their chambers as workload demands. Judges generally travel among the 
several counties in their judicial district to dispose of cases, or they may travel to another district to 
assist with the caseload. Travel costs and certain office expenses specified by statute are reimbursed 
by the state. 

Judicial District Administrators are assigned to each of the judicial districts and work with the judges, 
lawyers and local court administrators to expedite the caseload and to improve court management 
and administrative procedures. 

The Executive Secretary for the District Judges Association assists the district judges in fulfilling the 
statutory mandate of M.S. 484.33 to meet and revise the rules of practice in the district courts. The 
Executive Secretary plans for and coordinates the activities of the meetings of the district judges, 
keeps associational minutes, and informs judges of organizational concerns. 

Law clerks are provided according to a statutory formula to perform legal research for trial court 
judges. The state pays the salary of law clerks statewide. 

In order to assure a more uniform delivery of judicial services, the state funds the salaries and 
certain statutorily defined expenses of all trial court judges, the salaries of trial court law clerks, and 
the operations of judicial district administration staff. The state also funds the operating expenses 
of the local court administrators' offices, responsible for court records and daily court operations, 
in the 13 counties of the Eighth Judicial District in West Central Minnesota. 

MAJOR POLICY DRIVERS: 

Policy drivers for trial courts include: 

1. Increasing criminal caseloads statewide and a shortage of 12 judges statewide as indicated by 
the weighted caseload study. 

2. Judicial, legislative and public emphasis on efforts to reduce trial courts backlog and delay. 

3. Transfer of funding for trial court staff from county to the state. Legislation provides that 
beginning 1-1-92 the state will fund law clerk expenses, court reporter salaries and expenses 
and referee and judicial officer salaries and expenses. In addition the Supreme Court requests 
funding for judge expenses currently funded by the counties. The funding mechanism identified 
in previous legislative sessions is a reallocation of aid monies currently directed to the counties 
with a concomitant transfer of expenses from the county to the state. 

PLAN: 

As a result of a legislatively mandated study, the Supreme Court recommended the transfer of 
segments of the trial court budget from county to state funding. This transfer was recommended to 
achieve a more equitable funding base for a constitutional state function and to provide a coherent 
administrative and fiscal structure. The 1989 Legislature enacted a bill calling for a phased transition 

and further study of additional court components. The Supreme Court has presented the legislature 
with recommendations for transfer of additional court components to state funding in subsequent 
biennia. 

EXPLANATION OF BUDGET ISSlIBS AND ALTERNATIVES: 

The Judicial Branch has reviewed the budget for the trial courts and finds it is unable to fund salary 
increases within the existing base. The Compensation Council has granted and the legislature has 
approved judicial salary increases effective 1-1-92 which are unfunded in the curr~nt executive branch 
budget. A salary supplement is requested for all salary increases. In addition the Judicial Branch 
in accordance with existing legislation requests funding for law clerk expenses, referee/judicial officer 
salaries and expenses, court reporter and expenses. Funding for judge expenses is requested using 
local government aid as the funding mechanism. The Trial Court budget includes requests for 
additional funding in each of the programmatic areas as specified. 
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1992-1993 BIENNIAL BUDGET 
(DOLLARS IN THOUSANDS) 

AGENCY: DISTRICT COURTS 

FY 1992 
-----------------------------------

Es-t. Adjus-ted Agency Governor 
PROGRAM RESOURCE ALLOCATION: FY 1989 FY 1990 FY 1991 Base Pl.an Recomm. 
=================================== =========== =======•••= =========== ----------- ----------- -----------
TRIAL COURTS 19,885 20,824 28,674 30,812 31,241 30.,812 
8TH JUD DIST BUDG 1,756 3,614 3,,011 3,2.59 3,011 
COURT REPORTERS 7,051 7,127 7,0.51 
LAH CLERK EXPENSES 501 523 501 
REFEREE/JUDICAL OFFICER 1,314 1,314 1,314 
JUDGES EXPENSES 605 
=================================== =========== =========== =========== =========== =========== =========== 
TOTAL EXPENDITURES BY PROGRAM 19,885 22,.680 32,288 42,689 44,069 42,689 

SOURCES Of FINANCING; 
---------------------
DIRECT APPROPRIATIONS: 

GENERAL 19,885 22,580 32,288 42,689 44,069 42,689 
STATUTORY APPROPRIATIONS: 
=================================== =========== =========== =========== ----------- ----------- ---------------------- ----------- -----------TOTAL FINANCING 19,885 22,580 32,288 42,689 44,069 42,689 

FY 1993 
-----------------------------------

AdJus-ted Agency Governor 
Base Pl.an Recomm. 

=========== =========== =========== 
30,,787 31.270 30,787 

3,004 3,237 3,004 
14,102 14,254 14,102 

996 1,030 996 
2,,627 2,627 2,627 

1,210 
=========== =========== =========== 

51,516 53,628 51,516 

51,516 53,628 51,516 

----------- ---------------------- ----------- -----------51,516 53.,628 .51,516 
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AGENCY: DISTRICT COURTS 

F.Y.91 FUNDING LEVEL 

ONE-TIME APPROPRIATIONS 
BASE TRANSFER CBTWN AGENCIES) 
LEG-DIRECTED ADJUSTMENTS 
SALARY ANNUALIZATION 
ANNUALIZG NEW PROG COST 
DOCUMENTED RENT/LEASE INCR. 

TOTAL 
BIENNIAL TOTAL 

ALL FUNDS 

BASE RECONCILIATION REPORT 
for 1992-1993 Biennium 

GENERAL FUND 
F.Y.92 F.Y.93 F.Y.92 F.Y.93 

32.,288 32.,288 32,288 32,288 

<67> <67> <67> <67> 
<661> <661> <661> <661> 
8,866 17,740 8.,866 17,740 

748 716 748 716 
1,500 1,500 1,500 1,500 

15 15 
----------- ----------- ----------- -----------

42,689 51,516 42,689 51,516 
94,205 94,205 

OTHER STATE FUNDS FEDERAL FUNDS 
F.Y.92 F.Y.93 F.Y.92 F.Y.93 
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PROGRAM: 
Agency: 

District Courts 
Trial Courts 

PROGRAM PURPOSE: 

19'J2-93 Biennial Budget 

In order to provide a uniform adjudicative and district management structure for the judicial branch 
of government, the state funds the salaries of judges, law clerks, and district administration staff 
statewide. In addition the state currently funds the operating costs of the district administration 
offices and certain statutory expenses of trial court judges. 

The state is divided into ten judicial districts, each of which has a district administrator whose 
responsibilities include assisting the chief judge of the district in the performance of administrative 
duties, managing the administrative affairs of the courts of the judicial district, and supetvising the 
court administrators and other support personnel, except court reporters who setve in the courts of 
the judicial district. The judidal district administrators in cooperation with the State Court 
Administrator and the Supreme Court have been instrumental in the last year in implementing 1989 
Laws, Chapter 335 concerning state financing of court personnel. 

Law Clerks assist judges throughout the state in reviewing case files and assessing the status of the 
case to insure that rule and statutory requirements have been followed, preparing memoranda of 
law concerning the legal issues presented in a case or certain aspects of a case, drafting proposed 
jury instructions, court orders, or memoranda in support of orders for court approval. The law clerks 
may in some instances perform court room functions such a swearing witnesses, drawing juror names, 
collecting fines and bail. 

PERFORMANCE: 

In Minnesota the trial courts processed more than 2 million cases in 1990. Of those cases, 8% were 
major civil or criminal cases which comprise 77% of the judicial workload. Over the past four years 
gross misdemeanor cases, for which a person could be incarcerated for up to one year, increased 
50% statewide. Felonies which carry even stiffer penalties increased 18% during the same period. 
The Legislature required the courts to prepare case processing plans and meet stringent time 
standards in criminal cases by 1994. The Courts are disposing of 80% of felony and gross 
misdemeanor cases in 4 months instead of the 90% set forth in statute. The importance of 
expeditious handling of criminal cases is underscored by the 1988 State Planning Agency study of 
sentencing effectiveness which found that the single most effective deterrent to recidivism is swift 
imposition of sanctions by the court. In order to achieve the 80% in 4 months result, the courts 
found it necessary to shift emphasis from civil cases. As a result the dispositional time in civil cases 
from 1989 to 1990 increased. Minnesota's trial courts have made delay reduction and improved case 
management a top priority since 1984. Caseloads have grown substantially over that period. Yet 
progress has been made in moving many cases more quickly through the system. More progress is 
needed to move closer to meeting the case processing time standards and to absorb further caseload 
increases will require new resources. 

PROSPECfS: 

The weighted caseload analysis shows a need for twelve additional judges in the urban and suburban 
areas statewide. The Supreme Court has transferred all of the judges in excess of the need indicated 
by the weighted caseload study so that any additional resources for a particular district must come 
from new judgeships. The current budget seeks additional law clerk personnel to assist judges in 
those districts which have increasing judicial resource needs. These law clerks will assist the judges 
in expediting the cases by performing the routine review and legal research, thus freeing the judge 
lo hear and decide cases based on adequate legal and procedural information. 

PLAN: 

In the Seventh Judicial District for example the weighted caseload indicates a need for an additional 

three judges. By amending the statute to allow for a law clerk for each judge in the district 
additional adjudicative time can be made available. Additionally, funding is requested for a two law 
clerk positions in the Ninth Judicial District where judges currently do not have the statutory 
standard of one law clerk for every two judges. Judgeships were transferred from other districts to 
t_he First and Tenth Judicial Districts. Each judge in those districts has a law clerk. Two additional 
positions are requested. Finally Ramsey County is proposing to convert referee positions to 
judgeships upon retirement of encumbents. Two retirements are expected in 1991-92. Two law 
clerks are requested for the anticipated judgeships. 

In order to perform the additional administrative, personnel and budgeting functions which are 
necessary under state funding the trial courts are requesting additional funding and two positions 
for judicial district administration offices. The diversity of court budgeting practices became apparent 
as the courts moved to state funding. Where some districts moved to state funding with a 
centralized district budget and administrative support procedures in place, others moved to state 
funding dependent on the counties for many support setvices. In the past biennium, three districts 
have become fully functional as TCIS districts, with the increased support role for the local court 
administrators some additional expenditures for equipment, travel, communication costs are required 
to keep everyone informed of implementation and administrative developments. 

GOVERNOR'S RECOMMENDATION: 

Recognizing the distinction between separate branches of government, the Governor respectfully 
acknowledges the right of the Trial Courts to present its budgetary needs directly to the Legislature 
for consideration. 
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AGENCY: 
PROGRAM: 

DISTRICT COURTS 
TRIAL COURTS 

ACTIVITY RESOURCE ALLOCATION: 
=================================== 
TRIAL COURTS 
------------
TOTAL EXPENDITURES BY ACTIVITY 

DETAIL BY CATEGORY: 
----------------
STATE OPERATIONS 
LOCAL ASSISTANCE 
----------------
TOTAL EXPENDITURES BY CATEGORY 

SOURCES Of FINANCING: 
---------------------
DIRECT APPROPRIATIONS: 

GENERAL 
STATUTORY APPROPRIATIONS: 
---------------
TOTAL FINANCING 

fY 1989 

-----------
19,885 

19,885 

19,874 
11 

19,885 

19,885 

19,885 

1992-1993 BIENNIAL BUDGET 
(DOLLARS IN THOUSANDS) 

FY 1990 
=========== 

20,824 
====== 
20,824 

20,809 
15 

========:== 
20,824 

20,824 

========-=== 
20,824 

Est. 
FY 1991 

28,674 
=========== 

28,674 

28,607 
67 

28,674 

28,674 

28,674 

Ad;usted 
Base 

30,812 
====== 
30,812 

30,812 

30,812 

30,812 

30,812 

fY 1992 

Agency 
Pl.an 

----------------------
31,241 

31,241 

31,241 

31,241 

31,241 

31,241 

Governor 
Recornm. 

----------------------
30,812 

30,812 

30,812 

30,812 

30,812 

30,812 

AdJusteGI 
Base 

----------------------
30,787 

30,787 

30,787 

30,787 

30,787 

30,787 

fY 1993 

Agency 
Pl.an 

----------------------
31,270 

31,270 

31,270 

31,270 

31,270 

31,270 

Governor 
Reconvn. 

=========== 
30,787 

-----------
30,787 

30,787 

=========== 
30,787 

30,787 

=========== 
30,787 
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ACflVITY: 
PROGRAM: Trial Courts 

AGENCY: District Courts 

DECISION ITEM: District Administration 

F.Y. 1992 

AGENCY PLAN: 

Expenditures 
General Fund $ 166 

Revenues 
General Fund $ -0-

GOVERNOR'S RECOMMENDATION: 

Expenditures 
General Fund $ -0-

Revenues 
General Fund $ -0-

Requires statutory change: Yes X 
Statutes Affected: 

ITEM SUMMARY: 

19'J2-.93 Biennial Budget 

Dollars in Thousands 
F.Y. 1993 F.Y. 1994 F.Y. 1995 

$ 192 $ 192 $ 192 

$ -0- $ -0- $ -0-

$ -0- $ -0- $ -0-

$ -0- $ -0- $ -0-

No 

Three new positions and additional funding for coordination of court personnel districtwide. 

RATIONALE: 

With the implementation of computer centers and increased management responsibilities for 
personnel and budget at the district level, additional funding for mailing, communications, travel and 
training is needed in certain districts. Three secretarial/clerical positions are needed to support the 
increased administrative demands being placed on several districts. In one instance the computer 
center is located apart from the administrators's office, preventing shared secretarial assistance and 
computer operations backup. In two other instances the advent of the computer center and the 
increased responsibilities for budget and personnel coordination in the district have increased the 
demand for secretarial/clerical assistance. 

GOVERNOR'S RECOMMENDATION: 

Recognizing the distinction between separate branches of government, the Governor respectfully 
acknowledges the right of the Trial Courts to present its budgetary needs directly to the Legislature 
for consideration. 
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ACrIVU 1992--93 Biennial Budget 
PROGRAM: Trial Courts 

AGENCY: District Courts 

DECISION ffEM: Law Clerks 

Dollars in Thousands 
F.Y. 1992 F.Y. 1993 F.Y. 1994 f.Y. 1995 

AGENCY PLAN: 

&pcnditun:s 
General Fund $ 263 $ 291 $ 291 $ 291 

Revenues 
General Fund $ -0~ $ -0- $ -0- $ -0-

GOVERNOR'S RECOMMENDATION: 

Expenditures 
General Fund $ -0- $ -0- $ -0- $ -0-

Revenues 
General Fund $ -0- $ -0- $ -0- $ -0-

Requires atatuto,y change: X Yes ___ No 
Statutes Affected: M.S. 484.545 must be amended to permit one law clerk for each judge in the 
district. 

ITEM SUMMARY: 

Law clerk positions - 11.0 additional law clerk positions to perform legal research for trial court 
judges. 

RATIONALE: 

Felony caseloads have increased 18% from 1986 to 1990; gross misdemeanor caseloads have 
increased 50% during the same period and 14% in the last year alone. The Weighted Caseload 
study shows a need for 12.0 additional judges in the urban and suburban districts, the fast growing 
areas of the state. Legal support positions are required to free judges from administrative tasks thus 
providing additional court time so that the time standards set forth in case management plans 
submitted from the courts by the legislature can be met. 

GOVERNOR'S RECOMMENDATION: 

Recognizing the distinction between separate branches of government, the Governor respectfully 
acknowledges the right of the Trail Courts to present its budgetary needs directly to the Legislature 
for consideration. 
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PROGRAM: 
Agency: 

8th Judicial District Budget 
District Courts 

PROGRAM PURPOSE: 

1992-93 Biennial Budget 

The 13 local Court Administrator offices in the Eighth Judicial District are responsible for creating 
and maintaining the official court records and for the effective administrative operations of the court 
in a particular county. The Office of the Court Administrator receives and files all official court 
documents, schedules all cases for hearing, collects all fees and fines, monitors the status of cases, 
issues legal process, enters official court orders and judgments. In addition, the Court Administrator 
may be responsible for assisting indigent defendants obtain legal counsel and for administering the 
local guardian ad litem program. Beginning 1-1-90 the local court administration function was funded 
by the state in this judicial district as a pilot project to highlight the administrative issues arising out 
of state funding of the courts at this level. 

PERFORMANCE: 

The Court Administrators in each of the counties are responsible for processing the 38,000 cases 
filed in the Eighth Judicial District during 1990, a 5% increase over the preceding year. Together 
with the Judges of the district, the Court Administrators are responsible for implementing the case 
management plan to expedite the cases in each county. Throughout the past year the Court 
Administrators have worked with the Office of the State Court Administrator in establishing budgets 
for the operations of the local courts, establishing the interface with the statewide accounting system, 
accounting and budgeting procedures, and effective cashflow management. 

PROSPECfS: 

The 1991 Legislature will need to decide whether to continue to fund the local court administrative 
offices of the Eight Judicial District. Homestead and Agricultural Credit Aid has been reduced and 
fines have been transferred to the state in the 13 counties of the Eighth Judicial District to pay for 
the cost of the local court administration operation. 

PLAN: 

One Court Reporter position is requested. The felony/gross misdemeanor caseload has increased 
58% since 1987 in Kandiyohi County where the Judge, to whom this position is to be assigned, 
primarily serves. The caseload for all types of cases has increased 58% in that county. One 
additional position for the Court Administrator's office in that county is also requested. The courts 
of the Eighth Judicial District request additional funding for inflationary costs associated with court 
operations due to the rising caseload. 

In addition, the courts are requesting additional funding for guardian ad litem programs in the 
counties where the caseloads are growing and for psychiatric exams. If no supplemental funding is 
provided for salary increases, these costs cannot be absorbed within the existing budgets. Salary 
increases would have to be suspended. The minimal staff size in many of these counties, low salaries, 
and low turnover make vacancy savings an unlikely means of funding increases. 

GOVERNOR'S RECOMMENDATION: 

Recognizing the distinction between separate branches of government, the Governor respectfully 
acknowledges the right of the Trial Courts to present its budgetary needs directly to the Legislature 
for consideration. 
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AGENCY: 
PROGRAM: 

DISTRICT COURTS 
8TH JUD DIST BUDG 

ACTIVITY RESOURCE ALLOCATION: 

8TH JUD DIST BUDG 

-----------------
TOTAL EXPENDITURES BY ACTIVITY 

DETAIL BY CATEGORY: 
----------------
STATE OPERATIONS 
LOCAL ASSISTANCE 
----------------
TOTAL EXPENDITURES BY CATEGORY 

SOURCES Of FINANCING: 
---------------------
DIRECT APPROPRIATIONS: 

GENERAL 
STATUTORY APPROPRIATIONS: 
---------------
TOTAL FINANCING 

fY 1989 

----------------------

1992-1993 BIEN NI Al BUDGET 
(DOLLARS IN THOUSANDS) 

FY 1990 
=========== 

1,756 
=========== 

1,756 

1,526 
230 

Est. 
FY 1991 

-----------
3,614 

3,614 

3,614 

Adjusted 
Base 

3,011 

3,011 

3.,011 

FY 1992 

Agency 
Plan 

3,259 
----------------------3,259 

3i,259 

Governor 
Reoomtn. 

3,011 
----------------------

3,011 

3,011 

=========== =========== =========== 
1,756 3,614 3,011 3,259 3,011 

1,756 3,614 3,011 3,259 3,011 

=========== 
1,756 3,614 3,011 3,259 3,011 

AdJusted 
Base 

-----------
3,004 

FY 1993 

Agency 
Plan 

3,237 

Governor 
Recomm. 

=========== 
3,004 

=========== =========-= -----------
3,004 3,237 3,004 

3,004 3,237 3,004 

=========== =========== =========== 
3,004 3,237 3,004 

3,004 3,237 3,004 

3.,004 3,237 3,004 
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ACilVITY: 
PROGRAM: 

AGENCY: 
Eight Judicial District 
District Courts 

DECISION Il'EM: Eight Judicial District 

AGENCY Pl.AN: 

Expenditures 
General Fund 

Revenues 
General Fund 

GOVERNOR'S RECOMMENDATION: 

Expenditures 
General Fund 

Revenues 
General Fund 

Requires statutory change: Yes 
Statutes Affected: 

ffEM SUMMARY: 

F.Y. 1992 

$ 248 

$ -0-

$ -0-

$ -0-

X 

19n-93 Biennial Budget 

Dollars in Thousands 
F.Y. 1993 F.Y. 1994 F.Y. 1995 

$ 233 $ 233 $ 233 

$ -0- $ -0- $ -0-

$ -0- $ -0- $ -0-

$ -0- $ -0- $ -0-

No 

One court reporter, one clerical staff position and operating cost increases due to rising criminal 
caseload. 

RATIONALE: 

One court reporter is requested. The felony/gross misdemeanor caseload has increased 58% since 
1987 in Kandiyohi County where the Judge, to whom this position is to be assigned, primarily serves. 
The caseload for all types of cases has increased 48% in that county. One additional position for 
the Court Administrator's office in that county is also requested. The courts of the 8th Judicial 
District request additional funding for inflationary costs associated with court operations due to the 
rising caseload. In addition, the courts are requesting additional funding for guardian and ad litem 
programs in the counties where the caseloads are growing and for psychiatric exams. 

GOVERNOR'S RECOMMENDATION: 

Recognizing the distinction between separate branches of government, the Governor respectfully 
acknowledges the right of the Trial Courts to present its budgetary needs directly to the Legislature 
for consideration. 
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PROGRAM: 
Agency: 

Court Reporters 
District Courts 

PROGRAM PURPOSE: 

19CJ2-93 Biennial Budget 

Court Reporters record the court procedures and testimony and serve as the secretary to the Judge. 
By statute each Judge may hire a Court Reporter, who serves at the pleasure of the Judge. 

Current law provides for the state to assume responsibility for funding the salaries and operating 
expenses of Court Reporters effective 1-1-92. The law further provides a dollar for dollar reduction 
of county Homestead and Agricultural and Credit Aid for the transferred expenses. The budget is 
based on the 1991 operating costs to the counties and districts. 

PERFORMANCE: 

Each Court Reporter is required to make an accurate and complete verbatim record of court 
proceedings and to produce a transcript upon demand within the time specified by the Rules of 
Appellate Procedure. In addition, the Court Reporter types the correspondence, orders and 
memoranda of the Judge and serves as the personal secretary to the Judge facilitating the workflow 
of the Judge's office. 

PROSPECT'S: 

The trial court anticipates absorbing most inflationary cost increases for the F.Y. 1992-93 biennium 
even though the level of budgeted expenditures varies among counties and districts. 

PLAN: 

Current law provides that Court Reporter services shall be state funded starting 1-1-92 and shall be 
transferred from the counties by using a Homestead and Agricultural Credit Aid reduction. The 
budget has been prepared based on the expenses which the counties are currently paying for Court 
Reporter salaries and operating costs, exclusive of transcript costs, which remain a county expense. 
In addition, a position is requested for Ramsey County if Referee positions are converted to 
Judgeships. 

GOVERNOR'S RECOMMENDATION: 

Recognizing the distinction between separate branches of government, the Governor respectfully 
acknowledges the right of the Trial Courts to present its budgetary needs directly to the Legislature 
for consideration. 
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AGENCY: 
PROGRAM: 

DISTRICT COURTS 
COURT REPORTERS 

ACTIVITY RESOURCE ALLOCATION: 

COURT REPORTERS 
---------------
TOTAL EXPENDITURES BY ACTIVITY 

DETAIL BY CATEGORY: 
----------------
STATE OPERATIONS 

FY 1989 
--====--=== 

1992-1993 BIENNIAL BUDGET 
(DOLLARS IN THOUSANDS) 

Est. 
FY 1990 FY 1991 

=========== ----------------------

Adjusted 
Base 

----------------------

FY 1992 

Agency 
Pl.an 

----------------------

------~~=== =======••=- =========== 
7>0.Sl 

7,051 

7,127 

7,127 

7,127 
=================================== =========== =======•s~= =========== 

7,051 

7.,051 
----------------------

TOTAL EXPENDITURES BY CATEGORY 

SOURCES OF FINANCING: 
---------------------
DIRECT APPROPRIATIONS: 

GENERAL 
STATUTORY APPROPRIATIONS: 
=================================== =========== =======••== =========== 
TOTAL FINANCING 

7,127 

7>051 7,127 

7,051 7,127 

Governor 
Recomm. 

----------------------
7,0.Sl 

7,051 

7,0.Sl 
===-======= 

7.051 

7,051 

7,051 

Adjusted 
Base 

----------------------
14,102 

14,102 

14,102 

FY 1993 

Agency 
Pl.an 

=========== 
14,2.64 

=========== 
14,254 

14,254 

----------- -----------
14>102 14,254 

14,102 14,254 

14,102 14,254 

Governor 
Recomm. 

=========== 
14,102 

=========== 
14,102 

14,102 
=========== 

14,102 

14,102 

=========-== 
14,102 
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ACilVITY: 
PROGRAM: 

AGENCY: 
Courts Reporters 
District Courts 

DECISION ITEM: Court Reporter Costs 

AGENCY PI.AN: 

&peoditures 
General Fund 

Revenues 
General Fund 

GOVERNOR'S RECOMMENDATION: 

&peoditures 
General Fund 

Revenues 
General Fund 

Requires statUlOI}' change: Yes 
Statutes Affected: 

ITEM SUMMARY: 

F.Y. 1992 

$ 76 

$ -0-

$ -0-

$ -0-

X 

1992-93 Biennial Budget 

Dollars in Thousands 
F.Y. 1993 F.Y. 1994 F.Y. 1995 

$ 152 $ 152 $ 152 

$ 0- $ -0- $ -0-

$ -0- $ -0- $ -0-

$ -0- $ -0- $ -0-

No 

One position and additional operating cost funding for court reporting services. 

RATIONALE: 

One position is requested for Ramsey County if referee positions are converted to judgeships. 
Additional funding is requested in several districts to a address equipment needs and operating cost 
increases. 

GOVERNOR'S RECOMMENDATION: 

Recognizing the distinction between separate branches of government, the Governor respectfully 
acknowledges the right of the Trial Courts to present its budgetary needs directly to the Legislature 
for consideration. 
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PROGRAM: 
Agency: 

Law Clerk Expenses 
District Courts 

PROGRAM PURPOSE: 

1992-93 Biennial Budget 

Law clerk operating costs are contained in this budget request. In 1990 the state assumed 
responsibility for funding Law Clerk salaries. Legislation provides for state assumption of Law Clerk 
operating costs in 1-1-92. These costs have been identified based upon the 1991 budgeted Law Clerk 
operating costs in the various counties and districts throughout the state. Current law provides that 
county Homestead and Agricultural Credit Aid should be reduced equal to the costs transferred to 
the state. Transferring the Law Clerk operating expenses lo the stale establishes a linkage between 
the funding responsibility and the policy setting responsibility at the same level of government. 
Judges are no longer able to exercise taxing authority by assessing the judicial district budget to the 
counties. 

PERFORMANCE: 

This budget provides minimal operating costs for Law Clerks, including telephone, postage, travel, 
supplies, and equipment maintenance and replacement. 

PROSPECTS: 

The caseload continues to grow. Gross misdemeanor caseload has increased 50% in the past four 
years. Felony caseload has increased 18% during that same period. The Legislature and the public 
continue to demand resolution of disputes within shorter and shorter time frames for good policy 
reasons. Prompt resolution of disputes tends to have a positive effect on detering recidivism. The 
use of Law Clerks on site to assist with the processing of cases by performing legal research, 
draftingand reviewing court documents frees Judges from the routine of the case 
to concentrate on the decision making process and facilitates speedy disposition of the caseload. 
PLAN: 

The trial courts will manage expenses within the existing budgets with the exception of a requested 
increase for computerized legal research the Sixth and Eighth Districts to facilitate legal research. 

GOVERNOR'S RECOMMENDATION: 

Recognizing the distinction between separate branches of government, the Governor respectfully 
acknowledges the right of the Trial Courts to present its budgetary needs directly to the Legislature 
for consideration. 
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AGENCY: 
PROGRAM: 

DISTRICT COURTS 
LAH CLERK EXPENSES 

ACTIVITY RESOURCE ALLOCATION: 

LAH CLERK EXPENSES 
------------------
TOTAL EXPENDITURES BY ACTIVITY 

DETAIL BY CATEGORY: 
----------------
STATE OPERATIONS 
----------------
TOTAL EXPENDITURES BY CATEGORY 

SOURCES OF FINANCING: 
---------------------
DIRECT APPROPRIATIONS: 

GENERAL 
STATUTORY APPROPRIATIONS: 
---------------
TOTAL FINANCING 

FY 1989 

1992-1993 BIENNIAL BUDGET 
(DOLLARS IN THOUSANDS) 

FY 1990 
=======•=== 

=======:a=== 

Est. 
FY 1991 

Ad;usted 
Base 

501 

501 

FY 1992 

Agency Governor 
Pian Re comm. 

523 

523 

523 

501 

501 

501 
=========== ======~•-== =========== 

501 

501 
=========== =========== 

523 501 

501 523 501 

=======•=== 
501 523 .!iOl 

Adjusted 
Base 

----------------------
996 

-----------
996 

996 
=========== 

996 

996 

996 

FY 1993 

Agency 
Pian 

1,030 

1,030 

1,030 

1,030 

1,030 

li,030 

Governor 
Recornm, 

============ 
996 

=--======== 
996 

996 
=a::::a 

996 

996 

996 
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ACflVflY: 
PROGRAM: 

AGENCY: 
Law Clerk Expenses 
District Court 

DECISION fIEM: Law Clerk Expenses 

AGENCY PI.AN: 

Expenditures 
General Fund 

Revenues 
General Fund 

GOVERNOR'S RECOMMENDATION: 

Expenditures 
General Fund 

Revenues 
General Fund 

Requires statutory change: 
Statutes Affected: 

fIEM SUMMARY: 

Increased costs of Law Clerk Expenses. 

RATIONALE: 

F.Y. 1992 

$ 22 

$ --0-

$ -0-

$ -0-

Yes X 

1992-93 Biennial Budget 

Dollars in Thousands 
F.Y. 1993 F.Y. 1994 F.Y. 1995 

$ 34 $ 34 $ 34 

$ --0- $ --0- $ -0-

$ -0- $ -0- $ -0-

$ -0- $ -0- $ -0-

No 

Additional funding is needed to support operating costs for law clerks throughout the state and to 
provide computerized legal research in those districts which do not presently have access to it. 

GOVERNOR'S RECOMMENDATION: 

Recognizing the distinction between separate branches of government, the Governor respectfully 
acknowledges the right of the Trial Courts to present its budgetary needs directly to the Legislature 
for consideration. 
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PROGRAM: 
Agency: 

Referee Judicial/Officer Expenses 
District Courts 

PROGRAM PURPOSE: 

1992-93 Biennial Budget 

Referees serve an adjudicatory function similar to judges in Hennepin and Ramsey Counties, 
although the decisions of a referee are subject to review by a judge. A Judicial Officer performs as 
a judge in St. Louis County. These positions are counted in the weighted caseload study as judges 
and the judicial need of a district is calculated to include their services. Referees and Judicial 
Officers are paid 90% of the salary of a judge. They are subject to the assignment power of the 
Chief Judge of the District and may be assigned to hear any type of case. They are currently county 
funded. Because of their similarity to judges, current law provides to transfer of the salaries and 
operating expenses of these court officials to the state effective 1-1-92. The counties transferring 
these expenses will incur a dollar for dollar reduction in Homestead and Agricultural Credit Aid. 

PERF<JRMANCE: 

The Referees and Judicial Officers typically serve in family, probate, and juvenile divisions of the 
district court and specialize in a particular area of the law. 

PROSPECfS: 

Since Referees serve as judges, whose decisions can be reviewed by a district court Judge, an 
intermediate level of review is created at the district level. This level of review could be eliminated 
by providing for the conversion of these positions to judgeships, either immediately or as the 
incumbents leave or retire. The positions would then be accountable to the electorate for tenure 
in office. 

PLAN: 

The Trail Court is dependent upon a salary supplement for funding any salary increases for the 
employees in this budget. Law clerk support staff and operating expenses as budgeted by the county 
are transferred with this function. 

GOVERNOR'S RECOMMENDATION: 

Recognizing the distinction between separate branches of government, the Governor respectfully 
acknowledges the right of the Trail Courts to present its budgetary needs directly to the legislature 
for consideration. 
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AGENCY: 
PROGRAM: 

DISTRICT COURTS 
REFEREE/JUDICAL OFFICER 

1992-1993 8 IE N NI AL 8 U D GET 
(DOLLARS IN THOUSANDS) 

FY 1992 

Est. Ad;usted Agency Governor 
ACTIVITY RESOURCE ALLOCATION: FY 1989 FY 1990 FY 1991 Base Pian Reoomm. 
=========---===-=================== =========== =======ac:: =========== 
REFEREE/JUDICAL OFFICER 

----------------------- =========== ----------------------TOTAL EXPENDITURES BY ACTIVITY 

DETAIL BY CATEGORY: 
----------------
STATE OPERATIONS 
---------------- =========== ========i=== 
TOTAL EXPENDITURES BY CATEGORY 

SOURCES Of FINANCING: 
---------------------
DIRECT APPROPRIATIONS: 

GENERAL 
STATUTORY APPROPRIATIONS: 
--------------- =======••=- ----------------------
TOTAL FINANCING 

1,314 

1,314 

1,314 

17314 

17314 

17314 

17314 1,314 
---------------------- -----------

17314 

1,314 

1.,314 

17314 

1,314 

17314 

1,314 

17314 

1,314 

1,314 

FY 1993 

Ad Justed Agency Governor 
Base Pian Re comm. 

=========== =========== ==========~ 
27627 

27627 

2,627 

2,627 

2,627 

----------------------
2,627 

27627 

27627 

2,627 

2,627 

2,627 

2,627 

2,627 
----------------------

2,627 

2,627 
=========== 

2,627 

2,627 

2,627 
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PROGRAM: 
Agency: 

Judge Expenses 
District Courts 

PROGRAM PURPOSE: 

19CJ2-.93 Biennial Budget 

The Supreme Court Task Force on Financing of the Trial Courts has recommended transfer of all 
costs associated with Law Clerks, Court Reporters, Referees, Judicial Officers and Judges, costs 
previously associated generally with the district budget. Judge-related travel expenses have been paid 
by the state for many years. Counties have paid overhead costs in many instances. The expenses 
in this budget are the Judge-related operating costs - telephone, communications, equipment 
maintenance, supplies - currently paid from county or judicial district budgets. Transfer of these 
expenses to the state using the dollar for dollar Homestead and Agricultural Credit Aid reduction 
mechanism is requested. 

PERFORMANCE: 

Trial court Judges hold court in each of the counties in Minnesota. In each court the Judge has an 
office available. Each Judge is assigned a primary chamber where the Judge routinely performs the 
ministerial and administrative functions of the office. 

PROSPECI'S: 

In the various court offices Judges incur communications costs (telephone and ~•age) to accomplish 
the work of the courts and use consumable supplies in the routine functioning of the office. 
Maintenance and replacement costs for routinely used equipment has been budgeted. 

PLAN: 

It is anticipated that the counties would continue to provide facilities free of charge for the operation 
of the courts in each county. In the event of a major courthouse remodeling, the county would be 
responsible, as part of the renovation cost, for furnishing the court facilities. For occasional 
replacement of furniture, and for equipment, the state would be responsible. 

GOVERNOR'S RECOMMENDATION: 

Recognizing the distinction between separate branches of government, the Governor respectfully 
acknowledges the right of the Trial Courts to present its budgetary needs directly to the legislature 
for consideration. 
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AGENCY: 
PROGRAM: 

DISTRICT COURTS 
JUDGES EXPENSES 

ACTIVITY RESOURCE ALLOCATION: 

JUDGES EXPENSES 

FY 1989 

1992-1993 BIENNIAL BUDGET 
(DOLLARS IN THOUSANDS) 

Est. 
FY 1990 FY 1991 

=========== 
Aaljus"teal 

Base 

FY 1992 

Agency 
Plan 

605 

Governor 
Reoomm. 

=================================== =========== =======••== =========== =========== =========== =========== 
TOTAL EXPENDITURES BY ACTIVITY 

DETAIL BY CATEGORY: 
----------------
STATE OPERATIONS 
----------------
TOTAL EXPENDITURES BY CATEGORY 

SOURCES OF FINANCING: 
---------------------
DIRECT APPROPRIATIONS: 

GENERAL 
STATUTORY APPROPRIATIONS: 
=================================== 
TOTAL FINANCING 

60.5 

605 
---------------------- =======••== ---------------------- ---------------------- ---------------------- ----------------------

605 

60.5 

========:== ======~•-== =========== 
605 

AaliUS"ted 
Base 

FY 1993 

Agency 
Plan 

1,210 
=========== =======-=== 

1,210 

1,210 
----------- ---------------------- -----------1,.210 

1,.210 

=========== 
lp210 

Governor 
Recomm. 

=========--• 

----------------------

=========-•=-
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ACI1VITY: 19CJ2..93 Biconial Budget 
PROGRAM: Judge Expenses 

AGENCY: District Courts 

DECISION TIEM: Judge Expenses 

Dollars in Thousands 
F.Y. 1992 F.Y. 1993 F.Y. 1994 F.Y. 1995 

AGENCY PLAN: 

Expenditures 
General Fund $ 605 $ 1,210 $ 1,210 $ 1,210 

Revenues 
General Fund $ 605 $ 1,210 $ 1,210 $ 1,210 

GOVERNOR'S RECOMMENDATION: 

Expenditures 
General Fund $ -0- $ -0- $ -0- $ -0-

Revenues 
General Fund $ -0- $ -0- $ -0- $ -0-

Requires slatutocy change: X Yes ___ No 
Statutes Affected: Requires change in the tax bill to use HACA offset 

ITEM SUMMARY: 

In the various court offices Judges incur communications costs (telephone and postage) to accomplish 
the work of the courts and use consumable supplies in the routine functioning of the office. 
Maintenance and replacement costs for routinely used equipment has been budgeted. 

GOVERNOR'S RECOMMENDATION: 

Recognizing the distinction between separate branches of government, the Governor respectfully 
acknowledges the right of the Trial Court to present its budgetary needs directly to the legislature 
for consideration. 

PAGE r 



AGENCY: Client Security Board 19CJ2-93 Biennial Budget 

MISSION: 

The Client Security Board reviews claims by clients who have been defrauded by lawyers and 
reimburses clients for losses up to $50,000. 

OPERATIONS: 

In F.Y. 1988 and F.Y. 1989 the Board reimbursed clients over $700,000 in claims. In F.Y. 1990 over 
$250,000 was reimbursed. The Board contemplates continuing reimbursements in future years at 
$350,000 per year. 

REVENUE: 

This function is supported by an assessment against all licensed lawyers and by the interest earned 
on that assessment. 

F.Y. 1989 F.Y. 1990 F.Y. 1991 F.Y. 1992 

Dedicated Revenue 172 151 164 120 

MAJOR POLICY DRIVERS: 

F.Y. 1993 

120 

In exercising its constitutional responsibility to supervise the practice of law, the Supreme Court has 
created a regulatory board to monitor compliance with its rules. The Supreme Court is responsible 
for the fees assessed attorneys which fund the regulatory operations. 

EXPLANATION OF BUDGET ISSUES AND AL'IERNATIVES: 

No general fund monies are requested as this agency is funded by an assessment from attorneys. 

GOVERNOR'S RECOMMENDATION: 

Recognizing the distinction between separate branches of government, the Governor respectfully 
acknowledges the right of the Client Security Board to present its budgetary needs directly to the 
Legislature. 
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AGENCY: 
PROGRAM: 

CLIENT SECURITY BOARD 
CLIENT SECURITY BOARD 

ACTIVITY RESOURCE ALLOCATION: 

CLIENT SECURITY BOARD 
---------------------
TOTAL EXPENDITURES BY ACTIVITY 

DETAIL BY CATEGORY: 
----------------
STATE OPERATIONS 
----------------
TOTAL EXPENDITURES BY CATEGORY 

SOURCES Of FINANCING: 

DIRECT APPROPRIATIONS: 
STATUTORY APPROPRIATIONS: 

FY 1989 
========-== 

260 

260 

260 

260 

SPECIAL REVENUE 260 
----------------------------------- -----------
TOTAL FINANCING 260 

1992-1993 BIENNIAL BUDGET 
(DOLLARS IN THOUSANDS) 

FY 1990 
=======az::: 

284 
=======:::i=== 

284 

284 
=========-= 

284 

Est. 
FY 1991 

=========== 
375 

37.5 

375 

375 

284 375 
=======:::i=== -----------

284 375 

Adjusted 
Base 

375 

37.5 

FY 1992 

Agency 
Pl.an 

=========== 
375 

37.5 

375 375 

--- -----------
375 375 

Governor 
Recornm. 

375 

37.5 

375 

375 

375 375 375 

--- ----------- -----------
375 375 375 

Ad;;usted 
Base 

=========== 
375 

375 

FY 1993 

Agency 
Pl.an 

375 

37.5 

375 375 
--- -----------
37.5 37.5 

Governor 
Recomm. 

=========== 
375 

375 

375 

375 

375 375 375 

--- ----------- -----------
375 375 375 
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AGENCY: Continuing Legal Education, Board of 1992-93 Biennial Budget 

MISSION: 

Under the supervision and direction of the Supreme Court, the State Board of Continuing Legal 
Education accredits courses and programs which will satisfy continuing legal education requirements, 
discovers and encourages the offering of such courses and programs, and ensures compliance by 
lawyers licensed by the court. 

The board monitors the compliance of the 16,000+ state attorneys with the continuing legal 
education program requirements. 

The objective of this agency is to ensure that practicing attorneys continue their legal education. 

Also included in this agency presentation is the Board of Legal Certification. Although this is a free 
standing board, it receives administrative services through the Board of Continuing Legal Education. 

Under the supe!Vision a::id direction of the Supreme Court, the Board of Legal Certification approves 
the designation of areas of legal specialization, specifies the certification requirements and accredits 
the certifying agency. 

The board receives petitions from 2 or 3 certifying agents annually. These petitions specify areas 
of legal specialty and identify qualifications lo be certified as a specialist. The designation of a legal 
specialization assists the public in identifying lawyers with experience and expertise in handling 
particular types of legal claims. 

The board reviews the experience and education proposed for certification of a specialty and the 
ability of the certifying agency to assess compliance with the criteria. The board approves the 
certifying agency which in turn examines applicants seeking to qualify as specialists. 

ACTIVITY STATISTICS: F.Y. 1989 F.Y. 1990 F.Y. 1991 F.Y. 1992 F.Y. 1993 

Number of Attorneys 5,500 5,500 5,500 5,500 5,500 

MAJOR POLICY DRIVERS: 

In exercising its constitutional responsibility to supervise the practice of law, the Supreme Court has 
created a regulatory board to monitor compliance with its rules. The Supreme Court is responsible 
for the fees assessed attorneys which fund the regulatory operations. 

EXPLANATION OF BUDGET ISSUES AND ALTERNATIVES: 

Dedicated funds from allorney registration fees and fees for certifying legal specialties support this 
agency. No monies are from the General Fund. 

GOVERNOR'S RECOMMENDATION: 

Recognizing the distinction between separate branches of government, the Governor respectfully 
acknowledges the right of the Board of Continuing Legal Education to present its budgetary needs 
directly to the Legislature. 
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AGENCY: CONTINUING LEGAL ED 
PROGRAM: CONT LEGAL ED OPS 

ACTIVITY RESOURCE ALLOCATION: 

CONT LEGAL ED OPS 
=-========---------===========-==== 
TOTAL EXPENDITURES BY ACTIVITY 

DETAIL BY CATEGORY: 
----------------
STATE OPERATIONS 

----------------
TOTAL EXPENDITURES BY CATEGORY 

SOURCES Of FINANCING: 
---------------------
DIRECT APPROPRIATIONS: 
STATUTORY APPROPRIATIONS: 

SPECIAL REVENUE 
----------------=================== 
TOTAL FINANCING 

1992-1993 BIENNIAL BUDGET 
(DOLLARS IN THOUSANDS) 

FY 1989 FY 1990 

150 141 
=========== =======•a== 

150 141 

150 
----------------------

150 

150 

150 

141 
=======:ai:::== 

141 

141 
=======•=== 

141 

Est. 
FY 1991 

155 
===========-

155 

155 
==========-

155 

155 

155 

Adjusted 
Base 

155 

155 

FY 1992 

Agency 
Pl.an 

----------------------
155 

===-========= 
155 

Governor 
Recomm. 

155 
----------------------

155 

155 155 155 
----------- ----------- ---------------------- ----------- -----------

155 155 155 

155 

155 

155 
=========== 

155 

155 

155 

AdJusted 
Base 

155 
============= 

155 

FY 1993 

Agency 
Pl.an 

155 
=-========= 

155 

Governor 
Recomm. 

155 
--=======z== 

155 

155 155 155 
=========== =========== =========== 

155 155 155 

155 

155 

155 165 

----------- =========== 
155 155 
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Position Reconciliation: 

Authority: 

Legislative Complement: 
General Fund 

Total Permanent Positions 

TOT AL Positions 

Employees 
on 6-30-90 

Board on Juu 1 Standards 

Position and Employee Status Information 

Current Requested 
F.Y. 1991 For 6-30-93 

2.0 2.0 

2.0 2.0 

2.0 2.0 

2.0 

Employees by Employment Status: 

6-30-90 

Full-Time Unlimited -2.J! 

TOTAL 2.0 

pesi.jsb 
02/06/91 12:56 pm jc 
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AGENCY: Judicial Standards, Board of 1992-93 Biennial Budget 

MISSION: 

The Board on Judicial Standards' mission is to ensure the public's confidence in a respectable, independent 
and ethical judiciary. This goal is to be accomplished within the powers and restrictions in M.S. 490.16 and 
the rules of the board promulgated by the Supreme Court. The board is authorized to receive complaints 
from the public concerning misconduct or unethical conduct of judges, to investigate these matters, to bold 
formal hearings and to make disciplinary recommendations to the Supreme Court. It may recommend to the 
Supreme Court the retirement of a judge for disability, or the censure or removal of a judge for: 

1. action or inaction that may constitute persistent failure to perform duties; 
2. habitual intemperance; or 
3. conduct prejudicial to the administration of justice that brings the judicial office into disrepute. 

In assuring a respectable judiciary, the board has also taken care to preserve the rights and dignity of the 
individual judges. The board has become involved in educational programs at judge's seminars, issuing 
advisory opinions to the judges, and generally, creating an awareness among the judges of proper judicial 
behavior. The board emphasizes to the judges their obligations to uphold the integrity of the judicial process 
and to avoid any appearances of impropriety which might impair this integrity. The existence of our agency 
offers the public an opportunity to contribute to the maintenance of a respectable judiciary. 

MAJOR POLICY DRIVERS: 

The major activity of the board concerns the processing and investigation of complaints received. Prompt 
consideration and final disposition of these complaints has been a basic concern of this board. Each year the 
number of complaints has increased. In calendar year 1975, 41 complaints were received. This increased to 
156 complaints in calendar year 1990. The number of judges has increased slightly over the years, but does 
not correlate with the increased number of complaints. The board feels the increase has resulted from the 
public's awareness of the agency. In the last legislative session, more judicial positions were created and 
over a period of time, will increase the complaints received by this board. Two hundred (200) complaints 
are estimated to be received in F.Y. 1992 and 210 complaints are estimated for F.Y. 1993. In addition, to 
each complaint actually processed by the board, there are approximately 4 other significant inquiries or 
potential complaints that are t'bviated or otherwise satisfactorily resolved by telephone communication or 
correspondence. As much of the boards' time is spent in the response to potential complaints, as in the 
processing of the actual complaints as shown by the statistics. 

The board also receives numerous inquiries from the judges concerning issues regarding judge's conduct as 
it relates to the Code of Judicial Conduct. The board has recently entered upon a program of issuing 
advisory opinions to judges making inquiry about ethical considerations in particubir situations. It is the 
belief of the board that such opinions will be helpful to judges and tend to establish a base of information 
giving guidance to judges and assurance to the public that the judges are being advised in these matters. 

To achieve a respectable judiciary, the board believes educating the judges concerning judicial ethics is also 
a paramount responsibility of this board. The board bas, through its members and executive secretary, 
attended meetings of the District Judges Association and the State Bar Association and has given presenta­
tions to these organizations in matters of judicial ethical conduct. It is the belief of the board that these 
informational meetings have been curative in assisting judges to avoid situations leading to violations of the 
code of judicial conduct. Also, the board has disposed of marginal complaints by warning the judge, or 
impressing upon the judge, awareness of the code of judicial conduct and what is expected in regard to 
judicial ethics. 

M.S. 546.27 has given the board the responsibility lo monitor the judges' compliance with this statute in 
issuing their orders in a timely manner. The board has enacted a policy to review compliance twice a year. 
By the boards active participation under requirements of this statute, the judges are informed of their 
obligations and duties to assure an effective and efficient judiciary. 

EXPLANATION OF BUDGET ISSUES AND ALTERNATIVES: 

This agency bas an increasingly difficult task in budgeting within the constraints of this biennium. The 
board is unique in its function and can only depend on funding from the legislature. Income from other 
sources, i.e., attorneys or judges, would create an appearance of undue reliance on or influence by the legal 
community. The board is a creature of the legislature and independent of the legal system. The public's 
perception of an independent body to evaluate and lo investigate complaints against judges would be tainted 
if additional or supplementary funding came from a specific source. Thus, the board is limited in this 
respect and must depend on funding solely from the legislature. The board is also prohibited, by the 
legislation creating it, from receiving seivices from other state or public agencies. 

Another difficult issue is the inability of the board to fully convey the details of its operation and needs due 
to the stricture of confidentiality. Such confidentiality assures fairness to the individual judges under scrutiny 
and privacy to the complainants against the judges or any witnesses or informants who are asked to respond 
to the particulars of a complaint. When in its presentation the board is asked to divulge its files, it cannot 
do so because of the confidentiality imposed by its rules adopted by the Supreme Court. As a result, the 
statistics and actions of the board are not as vivid and detailed as can be expected of other agencies of 
government. 

Working within the constraints of this biennium, the only base adjustments 'were the salary annualization and 
increasing miscellaneous payroll (08) lo comply with the statutory increase of M.S. 15.075, Subd 3." All of 
the other expenditures relate to minimal daily operating expenditures. The board bas been extremely 
conservative in its budgets in the past bienniums with no increases in expenditures and no increases in 
staff/personnel in spite of the increased scope of operations and responsibilities. The increases in costs by 
inflation which may effect the board's operation and certain services may have to be eliminated as need be. 

The main statutory function of the board is definitely unattainable within the funds as proposed for F. Y. 
1992 and F. Y. 1993. If a complaint warrants disciplinary action against a judge, the board would be unable 
to proceed to the stage of a formal complaint. The board has annually experienced, over the past several 
years, the emergence of a major disciplinary case, requiring the retention of outside counsel and the require­
ment of a full bearing. Each case has required the board lo request additional funds from the Legislative 
Advisory Committee (LAC) during the process of the disciplinary action. The board bas, in a sense, 
•gambled• on the notion that funds from the LAC would be available and received. This biennium, only 
$29 is available each fiscal year for this activity (Code 16). For this reason, the board requests funding for 
a contingency fund of $150 for the next biennium to be drawn upon as required in a matter of a disciplinary 
proceeding. The contingency fund would be restricted to that purpose alone. The requested figure is 
calculated as an average total cost from previous disciplinary proceedings by the board. By this allocation of 
a fund, the board could proceed in a matter of serious misconduct, fulfilling its statutory responsibility, and 
not be hindered, or perhaps even prevented, from proceeding on a complaint warranting disciplinary action. 

GOVERNOR'S RECOMMENDATION: 

Recognizing the distinction between separate branches of government, the Governor respectfully ack­
nowledges the right of the Board of Judicial Standards to present its budgetary needs directly lo the Legisla­
ture for consideration. 
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1992-1993 BIENNIAL 8 U D GET 
(DOLLARS IN THOUSANDS) 

AGENCY: JUDICIAL STDS> BO Of 
PROGRAM: JUDICIAL STANDARDS BOARD - OPERATI 

ACTIVITY RESOURCE ALLOCATION: FY 1989 FY 1990 
========•== =======•=== 

JUDICIAL STANDARDS BOARD - OPERATI 124 138 
------------------------------ --- -----------
TOTAL EXPENDITURES BY ACTIVITY 124 138 

DETAIL BY CATEGORY: 
----------------
STATE OPERATIONS 124 138 

---------------- =========== =======•=== 
TOTAL EXPENDITURES SY CATEGORY 124 138 

SOURCES Of FINANCING: 

DIRECT APPROPRIATIONS: 

Est. 
FV 1991 

201 

201 

201 

201 

GENERAL 124 138 201 
STATUTORY APPROPRIATIONS: 
---------=----------=--------====== ====-=----= =========== ========--= 
TOTAL FINANCING 124 138 201 

Aci;ustecil 
Base 

171 

171 

171 

171 

FY 1992 , 

Agency 
Pian 

171 

171 

171 

171 

Governor 
Recornm. 

171 

171 

171 
=========== 

171 

171 171 171 

171 171 171 

AciJusteci 
Base 

=========== 
171 

171 

171 

171 

FY 1993 

Agency 
Pian 

171 

171 

171 

171 

Governor 
Reoomm. 

-========== 
171 

=========== 
171 

171 
=========:::= 

171 

171 171 171 

171 171 171 
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F.Y.91 FUNDING LEVEL 

APPROPRIATIONS CARRIED FWD 
SALARY ANNUALIZATION 

TOTAL 
BIENNIAL TOTAL 

ALL FUNDS 
F.Y.92 F.Y.93 

201 

<31> 
1 

BASE RECONCILIATION REPORT 
for 1992-1993 Biennium 

GENERAL FUND 
F.Y.92 F.Y.93 

201 201 201 

<31> <31> <31> 
1 1 l 

----------- ----------- ----------- -----------
171 171 171 171 

342 342 

OTHER STATE FUNDS FEDERAL FUNDS 
F.Y.92 F.Y.93 F.Y.92 F.Y.93 
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AGENCY: Law Examiners, Board of 1992-93 Biennial Budget 

MISSION: 

Under the superv1s1on and direction of the Supreme Court, the State Board of Law Examiners 
screens and tests candidates for admission lo the practice of law and advises the Court of 
developments in the field of bar admissions. 

The Board of Law Examiners screens an average of 1,000 applicants for admission to the practice 
of law each year, administers standardized national and locally developed tests and recommends to 
the Supreme Court the admission of successful applicants. 

The objective of the agency is to administer procedures and develop standards which reasonably 
guard against the admission to the practice of law of unqualified persons. 

F.Y. 1989 F.Y. 1990 F.Y. 1991 F.Y. 1992 F.Y. 1993 

Number of Attorneys Examined 1,000 1,000 1,000 1,000 1.000 

MAJOR POLICY DRIVERS: 

In exercising its constitutional responsibility to supervise the practice of law, the Supreme Court has 
created a regulatory board to monitor compliance with its rules. The Supreme Court is responsible 
for the fees assessed attorneys which fund the regulatory operations. 

REVENUE: 

The agency is supported by dedicated revenue from attorney registration fees and bar examination 
fees. 

Actual Actual Estimate Estimate Estimate 
F.Y. 1989 F.Y. 1990 F.Y. 1991 F.Y. 1992 F.Y. 1993 

Dedicated $563 $570 $685 $672 $672 

EXPLANATION OF BUDGEf ISSUES AND ALTFR.NATIVES: 

Funds are derived from attorney registration fees and admission fees; no monies are from the 
General Fund. 

GOVERNOR'S RECOMMENDATION: 

Recognizing the distinction between branches of government. the Governor respectfully acknowledges 
the right of the Board of Law Examiners to present its budgetary needs directly to the Legislature 
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AGENCY: LAH EXAMINERS> BD Of 
PROGRAM: LAW EXAM OPS 

ACTIVITY RESOURCE ALLOCATION: 

LAH EXAM OPS 
------------
TOTAL EXPENDITURES BY ACTIVITY 

DETAIL BY CATEGORY: 
----------------
STATE OPERATIONS 
----------------
TOTAL EXPENDITURES BY CATEGORY 

SOURCES Of FINANCING: 
---------------------
DIRECT APPROPRIATIONS: 
STATUTORY APPROPRIATIONS: 

SPECIAL REVENUE 

---------------
TOTAL FINANCING 

1992-1993 8 IE N NI AL 8 U D GET 
(DOLLARS IN THOUSANDS) 

FY 1989 

489 

489 

FY 1990 
==========-

529 
=========== 

.629 

Es 1:. 
FY 1991 

715 

715 

469 .629 715 
=== =========== =========== 
489 .629 715 

489 

489 

529 
=======•=== 

529 

715 
----------------------

715 

Ad;usted 
Base 

715 

715 

FY 1992 

Agency Governor 
Pl.an Re comm. 

715 715 

----------- -----------
715 715 

715 715 715 
--- ----------- -----------
715 715 715 

715 715 
----------- ---------------------- -----------

715 715 

715 

715 

Ad.iUS'ted 
Base 

715 

715 

FY 1993 

Agency 
Pl.an 

715 

715 

715 715 
--- -----------
715 715 

715 

715 

715 

715 

Governor 
Recomm. 

715 

715 

715 

-----------715 

715 

715 
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AGENCY: Lawyers Professional Responsibility, Board of 1992-93 Biennial Budget 

MISSION: 

Under the superv1s1on and direction of the Supreme Court, the Lawyers Professional Responsibility 
Board advises lawyers about ethical questions arising from the practice of law and responds to 
citizen complaints about the actions of lawyers. 

The board receives, investigates and assists in the disposition of complaints about the 16,000 lawyers 
licensed to practice law in Minnesota. 

The objective of the Lawyers Professional Responsibility Board is lo insure that the public is served 
by lawyers whose legal practices conform lo the Code of Professional Responsibility adopted by the 
Supreme Court. 

F.Y. 1989 F.Y. 1990 F.Y. 1991 F.Y. 1992 F.Y. 1993 

Complaints Filed 
Complaints Closed 

MAJOR POLICY DRIVERS: 

1,200 
1,150 

1,200 
1,150 

1,200 
1,150 

1,200 
1,150 

1,200 
1,150 

In exercising its constitutional responsibility to supervise the practice of law, the Supreme Court has 
created a regulatory board to monitor compliance with its rules. The Supreme Court is responsible 
for the fees assessed attorneys which fund the regulatory operations. Dedicated funds support this 
agency, earned from attorney registration and legal corporation registration fees. Revenue also is 
obtained from collection of judgments against disciplined attorneys and a contract with the Client 
Security Board for staff services. 

EXPLANATION OF BUDGET ISSUF.S AND ALTERNATIVES: 

No General Fund monies are requested as this agency is funded from attorney registrations. 

GOVERNOR'S RECOMMENDATIONS: 

Recognizing the distinction between separate branches of government, the Governor respectfully 
acknowledges the right of the Board of Lawyers Professional Responsibility lo present its budgetary 
needs directly lo the Legislature. 

PAGE 73 



AGENCY: PROfSNL RESP, BD Of 
PROGRAM: PROFESSIONAL RESPONS BD 

ACTIVITY RESOURCE ALLOCATION: 

PROF RESPON OPS 
=================================== 
TOTAL EXPENDITURES BY ACTIVITY 

DETAIL BY CATEGORY: 
----------------
STATE OPERATIONS 
----------------
TOTAL EXPENDITURES BY CATEGORY 

SOURCES Of FINANCING: 
---------------------
DIRECT APPROPRIATIONS: 
STATUTORY APPROPRIATIONS: 

SPECIAL REVENUE 
---------------
TOTAL FINANCING 

FY 1989 

976 
----------------------

976 

976 

976 

976 

976 

1992-1993 8 IE N NI Al 8 U D GET 
(DOLLARS IN THOUSANDS) 

Est. 
FY 1990 FY 1991 

----------------------
1,113 1,295 

-========:i:== ----------------------
1,113 1,295 

1,113 1,295 
----- -----------
1,113 1,295 

1,113 
============ 

1,113 

1,295 

1,295 

Adjusted 
Base 

1,295 
----------------------

1,295 

1,295 

1,295 

FY 1992 

Agency 
Pl.an 

1,295 
----------------------

1,295 

1,295 

1,295 

Governor 
Reoomm. 

1,295 
----------------------1,295 

1,295 
----------------------1,295 

1,295 1,295 1,295 

----- ----------- -----------
1,295 1,295 1,295 

Adjusted 
Base 

----------------------
1,295 

----------------------1,295 

1,295 
----------------------1,295 

1,295 

1,295 

FY 1993 

Agency 
Pl.an 

1,295 
----------------------

1,295 

1,295 
----------------------

1,295 

1,295 
=========== 

1,295 

Governor 
Recomm. 

----------------------
1,295 

============= 
1,295 

1,295 

1,295 

1,295 
=========== 

1,295 
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AGENCY: PUBLIC DEFENSE, BOARD OF 

1992-93 BIENNIAL BUDGET 

PROGRAM SlRUCIURE 

PROGRAMS PAGE 

Slate Public Defender 83 

Public Defense, Board of 83 

District Public Defense 83 
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POSJTIOOS RECONCILIATIOO 

Authority: 
current 
F.Y.91 

Requested 
For 6/30/92 

LEGISLATIVE COMPLEMENT 
General Fund 
LAC Position 

TOTAL 
Permanent Positions 

Other Complement: 

31. 0 
1.0 

32.0 

Employees on 6/30/90 31.0 

State Public Defender's 
Office 

Current Positions: 28.0 

LAMP Program 

LAP Program 

52.0 

52.0 

8()6.RD OF PUBLIC DEFENSE 

B~RD 
Of 

PUBLIC DEFENSE 

Chief Adninistrative Office 
Current Positions: 4.o 

JLdicial District Pl.blic 
Defender Offices 

First JLdicial District 
Pl.blic Defender Office 

Secoo::l Ju::ticial District 
Public Defender Office 

Third Judicial District 
Public Defender Office 

Fourth Ju:iicial District 
Public Defender Office 

Fifth Judicial District 
Public Defender Office 

Sixth Ju::ticial District 
Pl.blic Defender Office 

Seventh Ju:licial District 
Pl.blic Defender Office 

Eighth Judicial District 
Pl.blic Defender Office 

Ninth Ju:iicial District 
Pl.blic Defender Office 

Public Defense 
Corporations 

Neighborhood Justice 
Center (St. Peul) 

Legal Rights Center 
(Hpls.) 

Duluth lndi an legal 

Leech Lake 

IJhite Earth 
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AGENCY: Public Defense, Board of 1992-93 Biennial Budget 

MISSION: 

The Board of Public Defense is a Judicial Branch agency whose purpose is to provide quality 
criminal defense services to indigent defendants in the state of Minnesota through a cost effective 
and efficient public defender system. 

The Board of Public Defense was created by the Legislature in 1981 and consists of 7 members: 
4 lawyers and 1 district court judge appointed by the Supreme Court and 2 public members 
appointed by the Governor. The statutory duties of the Board are contained in M.S. 611.215 through 
611.27. The responsibilities of the Board include: appointing the State Public Defender, who 
supervises the appellate office of the public defender system; selecting a trial court District Public 
Defender in each of the 10 Judicial Districts; and hiring a Chief Administrator to the Board to 
implement its policies. As a state agency, the Board receives and distributes an appropriation from 
the Legislature to pay for the costs of the State Public Defender's Office, the 10 Judicial District 
Public Defender offices, and the Board's Administrative Services Office. From that appropriation, 
the Board also makes grants to 5 Public Defense Corporations, which serve minority clients in the 
Twin Cities and northern Minnesota. In addition, the Board sets standards for the operation of all 
the public defender offices under its jurisdiction. These standards apply as welt to the county-based 
appointed counsel systems which otherwise do not fall under the supervision of the Board. 

MAJOR POLICY DRIVERS: 

Within this narrative will be an identification of major policy decisions that affect the workload and 
budget capacity of the public defender system in the state of Minnesota. Prior to identifying those 
major policy decisions, it is important to state that the public defender system does not and E!!!!!2!. 
control its client intake or workload. These important variables are controlled by external 
circumstances, such as Constitutional mandates, Legislative policies, Supreme Court Rules, Sentencing 
Guideline changes, Statutory changes, judicial calendaring changes and Department of Corrections 
policies, etc., which the Board does not direct. Equally important, the current system of Legislative 
Biennial appropriations for the Board of Public Defense is extremely difficult to administer since 
many variables that increase caseloads, such as local funding of police and prosecutors, occur on an 
annual, or in some cases, a 6 month budget cycle. For example, when a City decides to add more 
police officers or a County decides to add more prosecutors to concentrate on drug arrests, the 
Public Defender system within that locality has no ability to match those increased services under 
the current State budgeting system. Another example is money collected and used by prosecutorial 
and police agencies as a result of forfeitures. In many cases, the use of this money is outside the 
budget review of the local governmental entity. The availability of forfeiture money to police and 
prosecutors allows those agencies to either add additional personnel to their departments or increase 
their services, without the defense having an opportunity to do the same. The Board's public 
defender services are driven by external forces not under its control, many of which are described 
in the Major Policy Drivers outlined below. 

The following are major policy developments that affect legal services to the indigent within the state 
of Minnesota. 

Right of Representation: 

Under Minnesota Law, all individuals accused of a felony, gross misdemeanor or misdemeanor crime 
are entitled to be represented by an attorney before, during and after their trial. Individuals 
undergoing civil commitment, paternity, non-support, extradition or contempt proceedings, as well as 
juveniles subject to judicial proceedings, are also entitled to representation by an attorney. If an 
individual who is accused in one of the above proceedings cannot afford the services of a private 
attorney and demonstrates an inability to afford such services, the Court will appoint a Public 
Defender to represent that individual. The defense of accused persons is Constitutionally mandated 

and must be provided even when such costs are borne by the public. In Gideon v. Wainwright, 372 
U.S. 335 (1963), the United States Supreme Court held that the Sixth Amendment right to counsel 
was applicable to the State, through the due process clause, in all felony prosecutions. Juveniles 
were accorded the right to counsel by the Court in In Re Gault, 387 U.S. 1, (1967). Subsequently, 
in Argersinger v. Hamline, 407 U.S. 25 (1972), the Court further extended the right to counsel to 
those misdemeanor cases that can lead to imprisonment. 

1988/89 State Policy Committees 

The 1988 Legislature created 2 committees, the State and Local Services/Fiscal Responsibility Study 
Committee instituted by the Governor's Council on State and Local Relations, and the Supreme 
Court State Financing Task Force created by Chapter 582, Section 2, which examined the existing 
funding of public defender systems statewide. The primary issue they examined was whether or not 
Counties should continue to pay for mandated public defender programs. Both of these committees 
recommended that the State should begin a process of funding Judicial District Public Defender 
Offices. The 1989 Legislature adopted the basic principle of those Committees' recommendations 
and began a phased approach to funding Judicial District Public Defender Offices through State 
appropriations in F.Y. 1991. Presently, the State pays for all public defender representation of 
indigents accused of committing felonies and gross misdemeanors, and, in the Second, Fourth and 
Eighth Judicial Districts, for representation of juveniles and those accused of committing 
misdemeanors as well. 

1990 State Policy Committees 

The Legislature directed that there be a continued examination and identification of other 
components of the public defender system not under the State's jurisdiction. It further directed that 
it associate costs with those components for possible conversion to State funding in the future. A 
new task force on Juvenile Representation was created. The Juvenile Representation Task Force 
recommended that new eligibility criteria for representation of juveniles be enacted. It further 
recommended that a study be conducted to identify the costs of the new eligibility criteria so that 
the Legislature would have that information prior to deciding whether or not the State should take 
over funding of this area. A second recommendation for immediate implementation was that an 
appellate team be instituted to handle all juvenile appeals. The Stale Court Financing Task Force 
made an additional recommendation for the continued assumption by the State of misdemeanor and 
juvenile public defender costs statewide. If sufficient resources were not available, the Task Force 
recommended that the State should pay for such costs in the Third and Sixth Judicial Districts. If 
this recommendation were accepted and funded, there would then be full public defender 
representation in the Second, Third, Fourth, Sixth and Eighth Judicial Districts, leaving 5 Judicial 
Districts still to be funded in the future in the misdemeanor and juvenile criminal area. 

Weighted Caseload Study. 

In 1989, the Legislature appropriated $16,910,000 of State funds to the Board of Public Defense to 
provide representation in all Judicial Districts for indigent felony and gross misdemeanor cases and 
representation of juveniles and misdemeanants in Hennepin and Ramsey Counties. These funds 
became available for distribution to the Judicial Districts on July 1, 1990. With the exception of the 
Second, Fourth, and Eighth Judicial Districts, the responsibility for misdemeanor, juvenile and other 
cases requiring appointment of counsel remains with the individual counties. 

In order to properly administer the newly implemented statewide system, the Legislature in 1989 also 
appropriated $100,000 to the Board of Public Defense to conduct a weighted caseload study. The 
Legislature recognized that such a study was necessary to develop reliable caseload standards 
throughout the state to substantiate further appropriations to the statewide system. 

The basic design of the weighted caseload study is to determine the estimated time that it takes the 
average public defender in the State of Minnesota to perform various case-related and non-case­
related activities. The design of the study permits the Board of Public Defense to develop 
appropriate caseload standards for various regions of the State that would reflect differences in 
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practice and procedures, travel time, waiting time, etc. The results of the study will provide both a 
comprehensive management planning tool for the Board of Public Defense, as well as a set of 
caseload standards that can be built into a funding formula which will permit the Board and the 
Legislature to plan and budget for public defender expenditures in a more reliable and realistic way 
in the future. 

Presently, the weighted caseload study is due for completion in December, 1990, with presentation 
to the Minnesota Legislature in January, 1991. M.S. 611.27, Subdivision 1 (e) states that: "Money 
appropriated to the State Board of Public Defense for the Board's administration, for the State 
Public Defender, for the Judicial District Public Defenders, and for the Public Defense Corporations 
shall be expended as determined by the Board. In distributing funds to the District Public 
Defenders, the Board shall consider the results of the weighted caseload study." Although the 
weighted caseload study has not been completed, preliminary results indicate that there is a 
significant need to increase substantially the public defender staff and their resources to meet 
minimum standard levels of representation within the State. 

EXPI.ANATION OF BUDGET ISSUES AND ALIBRNATIVF..S: 

The Board of Public Defense, after conducting public hearings, reviewing agency data sources and 
examining projected caseload increases, has determined that the following significant budget issues 
warrant attention by the Legislature. 

Base Adjustments 

Base adjustments are those limited number of budgetary increases that the Finance Department 
allows an agency to carry forward in its base budget for the next Biennium. These adjustments are 
normally factors like analyzing the cost of salary increases, new program costs, rent increases or 
other items beyond the control of the agency. Currently, the portion of the budget allocated to 
Judicial District Public Defender offices is not eligible for those base adjustments. The result is that 
not only is the Board treated differently than ocher State funded agencies, but the provision of 
quality mandated legal services is threatened, as costs which are beyond the agency's control are not 
accommodated in the budget. This problem essentially creates a situation in which the Judicial 
District Public Defenders are one to two years behind in resource allocations in just attempting to 
continue their base level funding. This situation does not allow personnel under the Board's 
jurisdiction to react to their increased caseload or the increased resources available to local 
prosecutors and law enforcement agencies. 

Salary Supplement 

For the reasons listed above, Judicial District Public Defenders under the jurisdiction of the Board 
of Public Defense are not eligible to receive salary increases through the Salary Supplement. 
Because of this discrepancy, this puts enormous pressure on the Board's budget and it can no longer 
accommodate salary increases within existing resources. The primary problem that exists is that as 
attorney hours increase, Judicial District Public Defenders are pulling in more hours for less 
compensation, and equally problematic, tl"!e Board is unable to compensate those altorneys for cost 
of living increases as other State and local agencies are able to do. As in the case of base 
adjustments above, Judicial District Public Defenders under the State's jurisdiction are treated 
differently than employees of other State agencies. 

New Position Requests/Salary Increases 

A major budget issue that confronts the Board relates to the current funding process of providing 

or new poslllons and salary increases. The Policy Drivers identified in the narra· ,ibove, 
combined with information derived from existing data sources indicate that there is a sign . need 
to increase current staff complements. Preliminary results of the weighted caseloao ,nudy, as 
commissioned by the 1989 Legislature, indicate that the additional positions requested within this 
budget would lend support to the staffing budget change request. 

Increases are necessary to equalize a significant salary variance occurring in Judicial Districts 
statewide, meet the demand of increased hours and caseloads, and provide for cost of living 
increases. An alternative to a portion of this budget request (salary increases) is to allow for the 
Board's Judicial District Public Defender employees lo be included within the State's Salary 
Supplement request. 

Provision of Health Insurance Benefits 

A severe inequity affecting the Judicial District Public Defender Offices under the Board's 
jurisdiction is the uneven availability of health insurance benefits statewide. After conducting public 
hearings, meeting with Employee Relations, and discussing the health insurance subject with 
Legislative leaders, the Board feels that its Judicial District Public Defender employees should be 
treated as all other government employees regarding the availability of health insurance. This budget 
proposal attempts to equalize health insurance benefits statewide, provides for already enacted State 
guidelines and policies affecting such insurance, and guarantees that all Judicial District public 
defender employees have the same rights and opportunities to enroll in health insurance programs 
as other government employees. 

Service Costs, Equipment, Furnishings and Space 

This budget issue relates 10 increased expenses associated with a significant rise in public defender 
caseloads and hours. Some of these expenses can be paid for by offsetting local government aids 
and homestead and agricultural credit aid, and by treating them as base adjustments to Judicial 
District Public Defender budgets. 

Defendant Appeals & Transcript Costs 

The Minnesota Supreme Court Rules of Criminal Procedure, specifically Rule 28.02, Subdivsion 5,(6) 
(10), state that all requests for transcripts necessary for judicial review in which a defendant does 
not have an attorney shall be referred to the State Public Defender and the cost of transcripts and 
other necessary expenses shall be borne by the state of Minnesota from funds available to the State 
Public Defender's Office. The cost of transcripts to the State Public Defender's Office has risen 
dramatically over the past 5 years, resulting in deficit spending for that office over the last 4 years. 
The issue that needs to be addressed as a result of this state policy is not so much an appropriation 
one, as it is an eligibility one. Since all of the defendants referred to the State Public Defender's 
Office are eligible for an appeal which requires a transcript, this situation is similar to any other 
entitlement program such as per pupil funding of K-12 education. An alternative to consider would 
be an open appropriation for this budget item, and study of the issue as part of the study of trial 
court financing. 

Third and Sixth Judicial District Misdemeanor and Juvenile Costs/Juvenile Appeals 

This budget issue is a result of several Policy Drivers identified in the previous namtive. This 
budget issue identifies costs for the continuation of the State's role in assuming public defender 
services currently under County jurisdiction relating to juvenile and misdemeanor cases. 
Recommendations from 2 State policy committees have concluded that the State needs to continue 
taking over the cost of public defender services, which it began in 1989. In addition, the policy 
committees recommended that a juvenile appeals unit be implemented in the State Public Defender's 
Office. 1ne Board has initiated a matching grant process through the Humphrey Institute, the Bush 
Foundation and Hamline Law School. As part of the State takeover of juvenile and misdemeanant 
public defender services, the Board is recommending that the Chief Public Defenders of the Third 
and Sixth Judicial Districts become full time State employees, in order to provide for a uniform 
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Public Defense Corporations 

1992-93 Biennial Budget 

The 5 Public Defense Corporations under the jurisdiction of the Board of Public Defense are 
governed by M.S. 611.216. They are the Legal Rights Center in Minneapolis, the Neighborhood 
Justice Center in St. Paul, the Duluth Indian Legal Assistance Program, the White Earth Reservation 
Criminal and Juvenile Defense Corporation, and the Leech Lake Reservation Criminal and Juvenile 
Defense Corporation. Their primary purpose is to provide criminal and juvenile defense services to 
indigent American Indians, Hispanics, Southeast Asians and Blacks, through community based legal 
services. To insure broad support, each corporation shall provide matching money received from 
non-state sources, which may include money or in-kind contribution from federal agencies, local 
governments, private agencies, and community groups, equal to 10% of its State appropriation. Since 
1978, the corporations have received an increase in their state appropriation only twice, in the 1985 
session and the 1989 session. Funding recommendations for these Corporations contain salary 
adjustments, cost of living increases, and complement increases. 
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PROGRAM RESOURCE ALLOCATION: 

STATE PUBLIC DEFENDER 
BOARD OF PUB DEFENSE 
DISTRICT PUBLIC DEFENSE 

-----------------------
TOTAL EXPENDITURES BY PROGRAM 

SOURCES OF FINANCING: 
---------------------
DIRECT APPROPRIATIONS: 

GENERAL 
STATUTORY APPROPRIATIONS: 
---------------
TOTAL FINANCING 

FY 1989 
----------------------

1,721 
1,169 

2,890 

2.,.890 

2,890 

1992-1993 8 IE N NI Al 8 U D GET 
(DOLLARS IN THOUSANDS) 

FY 1990 
=========== 

1,799 
913 

=========== 
2,712 

2,712 

=========== 
2,712 

Est. 
FY 1991 

----------------------
2,002 
1,087 

16,714 

19,803 

19,803 

19,803 

Adjusted 
Base 

----------------------
1,987 
1,049 

17,746 

20,782 

20.,.782 

20,782 

FY 1992 

Agency 
Pian 

----------------------
2,719 
3,540 

25,606 

3li,86.5 

Gover-nor­
Recomm. 

----------------------
1,987 
1,049 

17,746 

20,782 

31,86.5 20,782 

31,865 20,782 

Adjusted 
Base 

----------------------
1,981 
1,050 

17,746 

20i,777 

FY 1993 

Agency 
Pian 

----------------------
2,886 
3,827 

28,604 

35,317 

20,777 3.5,317 

20,777 35,317 

Gover-nor­
Recomm, 

=========== 
1,981 
1,050 

17,746 

20,777 

20,777 

=========a:= 
20,777 
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AGENCY: BD OF PUBLIC DEFENSE 

F.Y.91 FUNDING LEVEL 

ONE-TIME APPROPRIATIONS 
APPROPRIATIONS CARRIED FWD 
BASE TRANSFER CBTWN AGENCIES) 
SALARY ANNUALIZATION 
ANNUALIZG NEW PROG COST 
DOCUMENTED RENT/LEASE INCR. 

TOTAL 
BIENNIAL TOTAL 

ALL FUNDS 

BASE RECONCILIATION REPORT 
for 1992-1993 Biennium 

GENERAL FUND 
F.Y.92 F.Y.93 F.Y.92 F.Y.93 

19,803 19,803 19,803 19,803 

<29> <29> <29> <29> 
<74> <74> <74> <74> 

665 665 665 66S 
26 20 26 20 

367 367 367 367 
24 25 24 25 

----------- ----------- ----------- -----------
20,782 20,777 20,782 20,777 

41,559 41,559 

OTHER STATE FUNDS FEDERAL FUNDS 
F.Y.92 F.Y.93 F.Y.92 F.Y.93 
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ACTIVITY: 
PROGRAM: 

AGENCY: 

Public Defense, Board of 
Public Defense, Board of 
Public Defense, Board of 

1992-93 Biennial Budget 

DECISION fIBM: Financing Inflationary Costs - Informational 

AGENCY PLAN: 

Expenditures 
General Fund - Inflation: 

- Reallocations: 
Revenues 

General Fund 

Requires statutory change: 
Statutes Affected: 

fIBM SUMMARY: 

Yes 

F.Y. 1992 

$ 

$ 

3,578 
-0-

-0-

X 

Dollars in Thousands 
F.Y. 1993 F.Y. 1994 

$ 6,323 
-0-

$ -0-

No 

$ 11,100 
-0-

$ -0-

F.Y. 1995 

$ 19,400 
-0-

$ -0-

According lo the Biennial Budget Instructions, salary projections were assumed at 5% across the 
board. Benefit increases were calculated based on the projections provided by the counties currently 
providing these services. Other changes are not so much driven by inflation as they are by caseload. 
It is important to note that the public defense system cannot control its caseload. Additional attorney 
hours are needed just to meet the existing level of service, given the increase in the number of 
arrests and prosecutions. An average increase in the number of hours needed to maintain current 
service levels was calculated for FY 92 and 93 by using the average increase in hours/cases over the 
last four years. Also, increased caseloads means increased investigation, witness fees and associated 
costs. In the State Public Defenders Office the increased number of cases along with an increase 
in sentencing means additional transcripts, which contain an ever increasing number of pages, which 
in turn drives these costs up further. 

These numbers reflect the caseload increases requested in the decision items for this agency as well 
as general inflation. 

RATIONALE: 

The Board cannot reallocate funds any further. Funds have been reallocated in the State Public 
Defenders Office the last several years to provide for deficiencies in the transcript account. 
Negotiated salary and benefit increases in the Second and Fourth Judicial Districts alone will cost 
in the area of $2 million over the 1992-93 biennium. In the last five months the Board has made 
three requests to the LAC for emergency funds for transcript costs, conflict case costs, and additional 
costs in the State Public Defenders Office due to the increased prison populations and opening of 
the new prison in Faribault. TI1ese requests totaled over $400,000 and none were placed on the LAC 
agenda. The Board simply does not have the funds available to reallocate. Statutory 
changes,Sentencing Guidelines changes, increases in local police, prosecution and judges have 
increased dramatically in recent years, well beyond the Board's ability to provide adequate and 

competent counsel as constitutionally required. Under existing budget conditions the public defense 
system is in serious jeopardy of failing to provide competent and constitutionally mandated legal 
services. Substantial increases in hours for the multi-county districts and personnel in the full time 
districts will be necessary just to maintain current service levels in light of the rapidly increasing 
caseloads. 

GOVERNOR'S RECOMMENDATION: 

Recognizing the distinction between separate branches of government, the Governor respectfully 
acknowledges the right of the Board of Public Defense to present its budgetary needs directly to the 
legislature for consideration. 
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PROGR.Af State Public Defender 
Public Defense, Board of 
District Public Defense 

Agency: Public Defense, Board of 

PROGRAM PURPOSES: 

19'12-93 Biennial Budget 

These programs provide policy implementation, direction and coordination; establish standards for 
the Offices of the State and District Public Defender systems, and for the conduct of all appointed 
counsel systems; and establish procedures for distribution of State funding to the Appellate and 
District Public Defender Offices, as well as the Public Defense Corporations. 

The Agency's administration is divided into four primary activities, which appear within the following 
budgetary programs: 

State Public Defender 
:::a The State Publ!c Defender's Office provides service to indigent prisoners appealing their criminal 

and civil cases to the Minnesota Court of Appeals and Supreme Court; post-conviction 
proceedings in the District Courts throughout the State; parole revocation proceedings; civil/legal 
problems; and prison disciplinary proceedings. In addition, assistance, education and information 
regarding changes in the law are provided to court-appointed and Judicial District Public 
Defenders. 

Board of Public Defense 
1111 The Administrative Seivices Office provides policy direction and guidance for the Agency's 

programs and overall management of its activities. It provides general staff support to all public 
defender organizations in Minnesota, as well as implements the Agency's policies, rules, regulations 
and training. In addition, it is responsible for implementation and monitoring of management 
information systems relating to the Agency's budget, data and personnel. This office also directs 
and coordinates all agency relationships with the Legislature, other State agencies and local 
governments. 

11 The Public Defense Corporations are community based, legal service entities serving predominant­
ly indigent American Indians, Hispanics, Southeast Asians and Blacks. The primary purpose of 
these Corporations is to provide criminal and juvenile defense seivices to minority indigents so 
that a high quality, independent defense system may be maintained for those unable to obtain 
private representation. 

District Public Defense 
1111 There are 10 Judicial District Public Defender Offices in Minnesota. The primary purpose of 

these offices is to provide trial court criminal defense seIVices to indigents charged with felonies 
and gross misdemeanors. The Second, Fourth, and Eighth Judicial District Public Defender 
Offices also provide seIVices to indigents charged with misdemeanor and juvenile offenses. 

PERFORMANCE: 

The foundation for Minnesota's system in the delivery of legal seIVices to the poor was esrnblished 
in the mid 1960's. In 1967, the Judicial Council of Minnesota was created by the Minnesota 
Legislature. The purpose of this Council, comprised of Minnesota Supreme Court members, was to 
oversee the public defender system that was in operalion at that time. In 1981, the Judicial Council 
recommended to the Legislature that it create a Board of Public Defense in an effort to more 
comprehensively supeIVise and review public defender operations in the State. In 1987, the 
Minnesota Legislature expanded the Board of Public Defense's statutory authority (M.S. 611.215 -
611.27). In 1988, the Governor's Council on State and Local Relations and the Supreme Court State 
Financing Task Force reviewed the current funding structure in place at that time in which Counties 

levied property taxes to pay for trial court public defender services throughout the Stat, 1989, 
:ecommendations were made to the Minnesota Legislature for the State to begin funding c. ... public 
defender selVices statewide. In that year the Legislature enacted a comprehensive budget allocating 
monies for public defender services in representation of all indigent felony and gross misdemeanor 
criminal cases effective 7-1-90. In the case of the Second, Fourth, and Eighth Judicial Districts, the 
State began funding juvenile and misdemeanor indigent cases, as well. 

Performance results for the State Public Defender's Office, Judicial District Public Defender Offices 
and Public Defense Corporations would indicate there are significant problems being faced in 
attempting to meet the demands of public representation in our State. In addition, a Weighted 
Caseload Study, funded by the Minnesota Legislature in 1989, indicates on a preliminary basis the 
need for significant personnel increases to meet responsible and ethical caseload standards. The final 
report of the Weighted Caseload Study will be presented to the Minnesota Legislature in January 
of 1991. 

It is estimated that 95% of those charged with crimes in the State of Minnesota are indigent and 
require public defender counsel. There has been an approximate 30% increase in felony and gross 
misdemeanor cases in Judicial Districts between 1986 and 1989. In the case of Hennepin County, 
the largest Judicial District, there was a 79% increase in felonies and a 33% increase for all cases. 
Ramsey County experienced an approximate 43% increase in felonies and a 36% increase in cases 
overall. In relation to the Appellate Public Defender Office, direct appeals are up 45% since 1986 
without any increase in complement. The Department of Corrections records indicate a 31 % 
increase in their prison population since 1986, and project a 61 % increase by January, 1993. The 
new Faribault Correctional Facility, during the upcoming Biennium, will reach a population of 458, 
up from its present 65. Sentencing Guidelines and statutory changes that occurred in August, 1989, 
have increased sentences in many cases to double what they were prior to that date. This rapid 
growth in individuals charged with crimes, combined with those who are eventually incarcerated, 
directly impact the ability of the Board of Public Defense to provide adequate and competent 
representation to their indigent clients. Adequate and competent representation is required by 
Supreme Court Rules, ABA Standards, and Rules of Professional Responsibility. Under existing 
budget conditions, the public defense system within the State is in serious jeopardy of failing to 

. provide competent and constitutionally mandated services. 

Minimum standards regarding the number of cases an individual attorney can competently represent 
are being developed in the State of Minnesota through a weighted caseload study. In addition, all 
attorneys are governed by Constitutional mandates, the Minnesota Rules of Professional Conduct, 
and Court rules which require an attorney not to exceed the amount of cases for which she or he 
is capable of providing effective representation. If the weighted caseload study's final report indicates 
that competent caseload standards are being exceeded in a gross manner, there are only 2 viable 
alternatives available. The first is adequate funding to provide competent representation. If that is 
not feasible, then the Board must consider directing its attorneys not lo accept additional clients 
beyond what the caseload standards state would be acceptable for competent representation. If the 
second allemative is chosen, it is probable that the Court will require some unit of government to 
pay for additional legal seIVices for indigent defendants . 

PROSPECfS: 

In recent years, there has been a significant emphasis on both the local and national level to increase 
the penalties on existing crimes. In addition, there have been many new statutory penalties that have 
been enacted to deal with an increased awareness of crimes against vulnerable people in areas such 
as sex abuse, child abuse, crimes against women, etc. Stiffer penalties and stricter enforcement have 
resulted in a significant increase in the population of our jails and prisons. 

In the past several years, there have been significant influxes of monies to local prosecutors and 
police on both a local, state and national level to combat crime. There has .!!2! been the same 
funding balance accorded to the public defense field. TI1ere also have been new judges and 
prosecutors added to process those defendants accused of committing crimes. TI1ere has been no 
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PROGRAMS: State Public Defender 
Public Defense, Board of 
District Public Defense 

(Continuation) 

increase within the same time period for public defender staff. 

1992-93 Biennial Budget 

Currently, the Board is examining alternative strategies to deal with the current imbalance of funding 
and personnel that affects its public defender operation. Without additional and adequate funding 
to fulfill its constitutionally mandated seIVices, the Board is required to examine those serious 
alternatives that may require withdrawal of representation to indigent clients, if monies cannot be 
made available. 

The primary trends affecting program operations of the Board of Public Defense are essentially the 
same as 

contained in the Policy Driver section of this narrative. The basic issues revolve around the 
Constitutionally mandated need for representation of indigent defendants versus the ability of the 
State to pay for such seIVices. The variables that are increasingly difficult to cope with, as a result 
of the current emphasis on crime reduction, are new statutory penalties, increased policing, 
prosecution, judgeships, and penal institutions, all of which the public defense field has no ability to 
control. The right to representation by an attorney for an offense or proceeding that could incur 
incarceration is a fundamental, constitutionally guaranteed one. Public Defense is an integral part 
of the State of Minnesota's justice system and has a profound effect on the lives of thousands of 
poor people. Unfortunately, it is an area which is perhaps the least popular for public funding. 

The political and economic issues that will continue to affect the public defense field are related to 
social values and funding sources. Currently, on a national and state level, there is an emphasis on 
crime reduction. Funding on a local, state and national level, have prioritized increases for police, 
prosecution, and Judicial staff, as well as appropriations to penal instituti0ns. There has not been 
a corresponding increase in public defense staffing, salaries and resources. 

Finally, the State of Minnesota needs to implement the Legislative intent to not only fund its existing 
public defender services, but to continue the assimilation of those public defender seIVices currently 
under county jurisdiction. If this does not occur, there will continue to be disparities of 
representation within a disjointed system that does not operate under uniform standards statewide. 

A paramount issue that the Board must deal with during the upcoming Legislative session is whether 
its public defender staff can handle the number of cases that they are accepting at present. Currently, 
caseloads are rising at such numbers that there is a serious question of competent representation 
being raised in some Judicial Districts. The Board has recognized that something must be done soon 
concerning whether its allorneys should continue to accept cases where there is a question of 
violation of the Rules of Professional Conduct. The Board has decided to reseIVe such judgments, 
except in exceptional cases, until the weighted caseload study has been completed. Concurrent with 
that decision making process is the presentation of this budget proposal. If the weighted caseload 
study, due to be completed in January of 1991, identifies standards which are significantly exceeded 
by current public defender caseloads, the only alternative for the Board is to request additional staff 
and associated resources. If those requests cannot be funded, the Board will have to notify the 
Court that attorneys under its jurisdiction cannot take any more public defender cases. The reason 
for this is that the Board would not be able to allow its attorneys to accept additional cases, after 
standards have been instituted through the weighted caseload study, as such a decision would place 
their attorney licenses in jeopardy and place them in a situation where they could be disciplined by 
the Board of Professional Responsibility. 171e Court would need to make a decision as to what 
government entity should be ordered to pay for such services. In those cases which would normally 
be assigned to public defenders under the jurisdiction of the Board of Public Defense, that funding 
agency is the state of Minnesota. 

GOVERNOR'S RECOMMENDATION: 

Recognizing the distinction between separate branches of government, the Governor respectfully 
acknowledges the right of the Board of Public Defense to present its budgetary needs directly to the 
legislature for consideration. 
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AGENCY: BO Of PUBLIC DEFENSE 
PROGRAM: STATE PUBLIC DEFENDER 

ACTIVITY RESOURCE ALLOCATION: 

PUB DEF 
=------===-=-=-===--=============== 
TOTAL EXPENDITURES BY ACTIVITY 

DETAIL BY CATEGORY: 
----------------
STATE OPERATIONS 
LOCAL ASSISTANCE 

----------------
TOTAL EXPENDITURES BY CATEGORY 

SOURCES Of FINANCING: 
---------------------
DIRECT APPROPRIATIONS: 

GENERAL 
STATUTORY APPROPRIATIONS: 
---------------
TOTAL FINANCING 

FY 1989 

1,721 

1,721 

1,721 

----------------------
1,721 

1,721 

=========== 
1,721 

1992-1993 BIEN NI Al BUDGET 
(DOLLARS IN THOUSANDS) 

FY 1990 
=======.a=::: 

1,799 
=========== 

1,799 

1,799 

========•== 
1,799 

1,799 

=======•a:== 
1,799 

Es-t. 
FY 1991 

2,002 

2,002 

2,002 

----------------------2,002 

2,002 

2,002 

FY 1992 

Adjus"ted Agency Governor 
Base Pian Re comm. 

1,987 2,719 1,987 

----- ----------- -----------
1,987 2,719 1,987 

1,987 

-------------.---------
1,987 

1,987 

1,987 

2,709 
10 

----------------------
2,719 

1,987 

----------------------
1,987 

2,719 1,987 

2,719 1,987 

AdJus"ted 
Base 

----------------------
1,981 

-----------
1,981 

1,981 

----------------------1,981 

1,981 

=========== 
1,981 

FY 1993 

Agency 
Pian 

2:,886 

2,886 

2,876 
10 

----------------------
2.,886 

2,886 

Z,886 

Governor 
RecolM'I, 

============ 
1,981 

=========== 
1,981 

1,981 

=========== 
1,981 

1,981 

=========== 
1,981 
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ACTIVf 1992--93 Biennial Budget 
PROGR. State Public Defender 

AGENCY: Public Defense, Board of 

DECISION ITEM: Increased Caseload/Juvenile Representation 

AGENCY PLAN: 

F.xpendilures 
General Fund 

Requires statutory change: 
Statutes Affected: 

fIBM SUMMARY: 

Yes 

F.Y. 1992 

$ 668 

X 

Dollars in Thousands 
F.Y. 1993 F.Y. 1994 F.Y. 1995 

$ 841 $ 841 $ 841 

No 

The State Public Defender's Office requests an increase in its complement and funding required for 
the positions requested, in order to fulfill the constitutional mandate of appellate representation for 
those in the juvenile justice system. In addition, funds are requested to adequately represent the 
increased number of individuals to whom the State Public Defender is required to provide legal 
services. 

RATIONALE: 

The changes requested are necessaiy, to provide statewide appellate representation for indigent 
juveniles who are constitutionally entitled to appeal their juvenile court proceedings. This request 
is a direct result of a recommendation from the Supreme Court Task Force on Juvenile 
Representation. That Task Force found that the juvenile justice system as now constituted, has failed 
to provide juveniles with the protection that they are constitutionally entitled to. Matching funds for 
the Juvenile Appellate Unit would be provided by the Bush Foundation. 

In the last several years, there has been a substantial increase in the number of people convicted of 
crimes and incarcerated in state prisons(31% since 1986). Since the State Public Defender has no 
option but to provide representation to those eligible for its services, it must increase its complement 
and client related budget in order to meet the increase in the demand for these mandated services. 
The last year the State Public Defender's Office received a complement increase was FY 86. In that 
year the office opened 457 appella1e/post-conviction files (a file is opened when a client requests 
assistance, they are interviewed and, at a minimum, their case reviewed). In FY 90, the office 
opened 552 appellate/post-conviction files. This represents an increase of more than 20 per cent. 
In FY 86, 152 appellate briefs were filed (this number includes direct appeals, appeals from post­
conviction cases, and responses to appeals by the state). In FY 90, 221 appellate briefs were filed. 
This represents an increase of 45 percent. 

Civil cases handled by the office through its Legal Assistance to Minnesota Prisoners Program 
(LAMP) have also gone up significantly. In r~ 86, LAMP handled 421 new problems and client 

inqumes. In FY 90, LAMP handled 671 new problems and client inquiries. This rer ·nts an 
increase of more than 59 percent. 

In FY 86, the office, through its Legal Advocacy Project (LAP), handled 1749 disciplinary hearings. 
In FY 90, the office handled 2024 disciplinary hearings. This represents an increase of just under 
18 percent. In addition, as of July 1989, LAP began to handle all of the parole, supervised release 
and intensive supervision revocation hearings that are the responsibility of the State Public 
Defender's Office. In FY 90, there were 606 such hearings. Including these revocation hearings, 
LAP handled 50 percent more hearings in FY 90 than it did in FY 86. 

GOVERNOR'S RECOMMENDATION: 

Recognizing the distinction between separate branches of government, the Governor respectfully 
acknowledges the right of the Board of Public Defense to present its budgetary needs directly to the 
legislature for consideration. 
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ACilVITY: 
PROGRAM: State Public Defender 

AGENCY: Public Defense, Board of 

DECISION ITEM: Federal Drug Funds Match 

AGENCY PLAN: 

Expenditures 
General Fund 

Requires statutory change: 
Statutes Affected: 

ITEM SUMMARY: 

Yes 

F.Y. 1992 

$ 64 

X 

1992-9'.3 Biennial Budget 

Dollars in Thousands 
F.Y. 1993 F.Y. 1994 F.Y. 1995 

$ 64 $ 64 $ 64 

No 

This budget request would provide the matching funds necessary for the Board to receive a grant 
from Minnesota's Office of Drug Policy. Matching funds would provide for a joint training session 
with the Minnesota County Attorneys Association relating to drug cases, the public defender portion 
of an experimental fast track court system in Hennepin County to speed up the processing of drug 
cases and finally, would provide for an additional two appellate attorneys, transcripts and other 
associated costs in the State Public Defenders' Office for appeals in drug related cases. 

RATIONALE: 

Matching funds for training would provide for enhancement of the cost effective Bemidji Trial 
School. The school operated by the Minnesota County Attorneys Association in cooperation with 
the Board of Public Defense is a cost effective method of providing ongoing trial court training for 
both prosecutors and defenders. Funding for the fast track system in Hennepin County would speed 
up the processing of drug cases, and is similar to a project funded last year in Ramsey County. 
Finally, increased prosecution of drug cases, changes in statutes as well as Sentencing Guidelines, 
have resulted in an explosion of very complex drug related cases. Matching funds would provide for 
an additional two attorneys to handle appeals of these often complex cases in the State Public 
Defender's Office. 

GOVERNOR'S RECOMMENDATION: 

Recognizing the distinction between separate branches of government, the Governor respectfully 
acknowledges the right of the Board of Public Defense to present its budgetary needs directly to the 
legislature for consideration. 
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AGENCY: 
PROGRAM: 

BD Of PUBLIC DEFENSE 
BOARD Of PUB DEFENSE 

ACTIVITY RESOURCE ALLOCATION: 

BD Of DEFENSE 
-------------
TOTAL EXPENDITURES BY ACTIVITY 

DETAIL BY CATEGORY: 
----------------
STATE OPERATIONS 
LOCAL ASSISTANCE 
----------------
TOTAL EXPENDITURES BY CATEGORY 

SOURCES Of FINANCING: 
---------------------
DIRECT APPROPRIATIONS: 

GENERAL 
STATUTORY APPROPRIATIONS: 
---------------
TOTAL FINANCING 

1992-1993 8 IE N NI Al 8 U D GET 
{DOLLARS IN THOUSANDS) 

FY 1989 

1,169 

1,169 

fY 1990 
=========== 

913 
===_:::ai::: 

913 

171 295 
998 618 

Est. 
FY 1991 

1,087 
----------------------

1,087 

407 
680 

Ad;us'ted 
Base 

1,049 

1,049 

369 
680 

FY 1992 

Agency 
Pian 

3,540 
----------------------

3,540 

799 
2,741 

Governor 
Recomm. 

1,049 

1,049 

369 
680 

--- ----------- --------=== =========== =========== 
1,169 913 1,087 1,049 3,540 1,049 

1,169 913 1,087 1,049 3.,540 1,049 

=::::========= 
1,169 913 1,087 1,049 3,540 1,049 

Adjusted 
Base 

1,050 
----------------------

1,050 

370 
680 

FY 1993 

Agency 
Pian 

3,827 
----------------------

3,827 

739 
3,088 

Governor 
Recomm. 

1,050 
-========== 

1,050 

370 
680 

=========== =========== =========== 
1,050 3,827 1,050 

1,050 3,827 1,050 

============ -----------1,050 3,827 1,050 
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ACTIVITY: 
PROGRAM: 

AGENCY: 

Public Defense, Board of 
Public Defense, Board of 
Public Defense, Board of 

1992-93 Biennial Budget 

DECISION ITEM: Juvenile and Misdeameanor Representation 

Dollars in 111ousands 
F.Y. 1992 F.Y. 1993 F.Y. 1994 F.Y. 1995 

AGENCY PLAN: 

Expenditures 
General Fund $ 2,301 $ 2,488 $ 2,613 $ 2,744 

Revenues 
General Fund $ 2,233 $ 2,233 $ 2,233 $ 2,233 

Requires statutory change: X Yes No 
Statutes Affected: 

ITEM SUMMARY: 

This budget item would provide for continuation of the state assimilation of district public defense 
functions by funding the cost of juvenile and misdemeanor defense services in the Third and Sixth 
Judicial Districts. These costs would be offset by reductions in Homestead and Agricultural Credit 
Aid. 1l1is request follows the recommendations of the Supreme Court Task Force on Trial Court 
Funding and relieves the counties of this mandated service. It also would provide for full time chjef 
public defenders in these districts. 

RATIONALE: 

The Supreme Court Task Force on Trial Court Funding has recommended that the costs of juvenile 
and misdemeanor representation in all judicial districts be assumed by the state, with a corresponding 
reduction in HACA. In light of the current budget circumstances the Task Force recommended that 
the phased approach to state financing continue with the Third and Sixth Judicial Districts. If the 
Third and Sixth were assimilated, state funding for juvenile and misdemeanor defense would exist in 
the Second, Third, Fourth, Sixth and Eighth Judicial Districts. 1l1is would be five of the ten judicial 
districts and the great majority of the stales population. 

GOVERNOR'S RECOMMENDATION: 

Recognizing the distinction between separate branches of government, the Governor respectfully 
acknowledges the right of the Board of Public Defense to present its budgetary needs directly to the 
legislature for consideration. 
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AC11Vf 
PROGlli"" 

AGENCY: 

Public Defense, Board of 
Public Defense, Board of 
Public Defense, Board of 

DECISION ITEM: Board Operations 

AGENCY PLAN: 

Expenditures 
General Fund 

Requires statutmy change: 
Statutes Affected: 

fIBM SUMMARY: 

Yes 

F.Y. 1992 

$ 34 

X 

19<J2-93 Biennial Budget 

Dollars in Thousands 
F.Y. 1993 F.Y. 1994 F.Y. 1995 

$ 34 $ 34 $ 34 

No 

This budget request would fund one data entry position and the necessary associated costs with that 
pos1t1on. Also, approval of a position that was granted by the LAC would be included in this 
proposal. No new funding is needed for this position. 

RATIONALE: 

Preliminary recommendations from the Weighted Caseload Study indicate the need for increased data 
collection and support staff in the central office. 1l1e data entry position would be responsible for 
the collection and input of public defender data regarding their hours, caseloads, and other 
information necessary to update the Weighted Caseload Study. Institutionalization of a management 
information system to collect this information is crucial to the continuation and implementation of 
the Weighted Caseload Study, its standards, as well as management and allocation of the Board's 
legislative appropriations. 

GOVERNOR'S RECOMMENDA'CTON: 

Recognizing the distinction between separate branches of government, the Governor respectfully 
acknowledges the right of the Board of Public Defense to present its budgetary needs directly to the 
legislature for consideration. 
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ACTIVITY: 
PROGRAM: 

AGENCY: 

Public Defense, Board of 
Public Defense, Board of 
Public Defense, Board of 

1992-93 Biennial Budget 

DECISION ITEM: Public Defense Corporations - Inflation Request 

AGENCY PLAN: 

Expenditures 
General Fund 

Requires statutory change: 
Statutes Affected: 

ITEM SUMMARY: 

F.Y. 1992 

$ 156 

Yes X 

Dollars in Thousands 
F.Y. 1993 F.Y. 1994 F.Y. 1995 

$ 255 $ 255 $ 255 

No 

This budget request would provide for a cost of living of 5% for the staffs of the five public defense 
corporations, a 5% increase in their state grant, and funding for two additional non state employee 
attorney positions . 

RATIONALE: 

Caseloads and the prov1s1on of adequate and competent counsel are a major issue for the 
corporations. Caseloads continue to increase rapidly. One of the Corporations has had to limit its 
services to felony and gross misdemeanor defense. Another has seen an increase of almost 400 
clients from 1988 to 1990. While community support for the Corporations remains high, private 
sector funding is increasingly difficult to attract as foundations move away from funding operating 
expenses of applicants and reduce their giving to what is perceived as a government function. The 
corporations provide cost effective legal representation to minority populations in the central cities 
and northern Minnesota. Since 1978 the corporations have only received two increases in funding, 
in 1985 and 1989. 

GOVERNOR'S RECOMMENDATION: 

Recognizing the distinction between separate branches of government, the Governor respectfully 
acknowledges the right of the Board of Public Defense to present its budgetary needs directly to the 
legislature for consideration. 
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AGENCY: BD OF PUBLIC DEFENSE 
PROGRAM: DISTRICT PUBLIC DEFENSE 

ACTIVITY RESOURCE ALLOCATION:_ 

NIA 
==========---=================-----
TOTAL EXPENDITURES BY ACTIVITY 

DETAIL BY CATEGORY: 
----------------
STATE OPERATIONS 
LOCAL ASSISTANCE 
----------------
TOTAL EXPENDITURES BY CATEGORY 

SOURCES Of FINANCING: 
---------------------
DIRECT APPROPRIATIONS: 

GENERAL 
STATUTORY APPROPRIATIONS: 
---------------
TOTAL FINANCING 

fV 1989 

1992-1993 BI f N NI AL BUDGET 
(DOLLARS IN THOUSANDS) 

Es-t. 
fY 1990 FY 1991 

=========== ----------------------
16,714 

AdJus-ted 
Base 

----------------------

FY 1992 

Agency 
Pl.an 

----------------------

=========== ======~•-== =========== 
17,746 

17,746 

2.!i,6O6 

25,606 16,714 

66.!i 665 
17,081 24,941 

Governor 
Reootnm. 

----------------------
17,746 

17,746 

665 
17,081 

=======:ac:: 
16,714 

16,714 
----------- ----------- -----------

17,746 2.!i,6O6 17,746 

l6i,714 l7i,746 2.!i,6O6 17,746 

========•== =======••z= ============ 
16,714 17,746 25,606 17,746 

AdJus-ted 
Base 

----------------------
17,746 

-----------
17,746 

665 
17,081 

FV 1993 

Agency Governor 
Pl.an Recotnm. 

----------- ---------------------- -----------
28,604 

28,604 

665 
27,939 

17,746 
=========;= 

17,746 

665 
17,081 

=========== =========== =========== 
17,746 28,604 17,746 

17,746 28,604 17,746 

=====-===== 
17,746 28,604 17,746 
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ACTIVfJ 
PROGRA.tv.... District Public Defense 

AGENCY: Public Defense, Board of 

DECISION ITEM: District Public Defense 

AGENCY PLAN: 

Expenditures 
General Fund 

Requires statutmy change: 
Statutes Affected: 

ITEM SUMMARY: 

F.Y. 1992 

$ 7,860 

Yes X 

1992-93 Biennial Budget 

Dollars in Thousands 
F.Y. 1993 F.Y. 1994 F.Y. 1995 

$ 10,858 $ 11,401 $ 11,971 

No 

This budget item provides for funding of existing District Public Defense services at a level that can 
provide for competent and effective representation, as well as elevate services in an effort to meet 
national standards, and the minimum requirements identified in the recently completed Weighted 
Caseload Study. Funding would provide for a 5% salary COLA, including the honoring of negotiated 
salary increases in two Judicial Districts were there are full time unionized employees. It would 
provide health insurance increases where those benefits currently exist, and provide for the employer 
paid portion of health insurance for those public defenders who do not currently have insurance 
benefits. 

In addition, this item would provide an average of $45 per hour for the part time public defenders, 
still considerably lower than the $50 to $60 per hour paid for the court-appointed attorneys by 
counties. Currently, part-time public defenders must pay overhead and support staff from their 
hourly rate. This item also includes the cost of creating 110 FIE positions involving both attorneys 
and support staff. Finally, this item would provide for an increase in transcripts, postage, 
investigation, and expert witnesses, that are required with the increase in public defender caseloads. 

RATIONALE: 

There has been an approximate 30% increase in felony and gross misdemeanor cases statewide 
between 1986 and 1989, and a 121 % increase in juvenile case filings between 1985 and 1989. 
Criminal case filings have increased from 12,936 in 1986 to l 7,107 in 1989. Statutory changes and 
Sentencing Guidelines changes have increased penalties which directly impact the Board's ability to 
provide adequate and competent counsel. Under existing budget conditions the public defense system 
is in serious jeopardy of failing to provide competent and constitutionally mandated legal services. 
In addition, district public defense costs are currently not eligible for salary supplement or base 
adjustments; the projected costs for 1992-93 negotiated salary and benefit increases in the two full 
time districts are close to $2 million. Finally, the request for health insurance and a $45/hour 
average rate is an attempt to provide equal compensation across the state in the part time districts. 

GOVERNOR'S RECOMMENDATION: 

Recognizing the distinction between separate branches of government, the Governor- respectfully 
acknowledges the right of the Board of Public Defense to present its budgetary needs directly to the 
legislature for consideration. 
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AGENCY: Uniform Laws Commission 1992--93 Biennial Budget 

MISSION: 

The Minnesota Uniform Laws Commission works with the National Conference of Commissioners 
on Uniform State Laws (NCCUSL) made up of uniform laws commissioners from all other states 
and the District of Columbia. The conference drafts legislation that will accomplish improvement 
of the law and uniformity of the law. Minnesota now has in its statutes approximately 50 uniform 
acts as a result of the commission's work. A minimum of 2 years is spent drafting each act, and 
no state has the resources needed to duplicate the NCCUSL's meticulous, careful work. Membership 
in the NCCUSL enables Minnesota to use the skills and resources of the legal profession at very 
little cost. 

MAJOR POLICY DRIVERS: 

The work of the Uniform Laws Conference is aided by the Minnesota Bar Association locally and 
by the American Bar Association nationally. In addition, various commercial groups interested in 
the subject matter of particular uniform acts have input into the work of the conference during both 
the drafting and enacting process. For example, medical groups interested in organ transplants have 
helped with the Uniform Anatomical Gift Act. 

PERFORMANCE: 

The National Conference currently is drafting the following uniform acts, among others: Uniform 
Adoptive Act, Uniform Child Support Enforcement Act, Uniform Crime Victims' Reparation and 
Rights Act, Uniform Employment Termination Act, amendments to the Uniform Probate Code, 
Revised Uniform Partnership Act, Uniform Periodic Payment of Judgments Act, Revised Uniform 
Principle and Income Act, Uniform Defamation Act, Uniform Transfer of Litigation Act, and Model 
Statutory Evaluation Act. 

During the 1991 session of the Minnesota Legislature, the Minnesota Commission will bring to the 
legislature the following acts for consideration: amendments to the Uniform Anatomical Gift Act, 
the Uniform Statutory Wills Act, the Uniform Health Care Information Act, the Uniform Criminal 
History Records Act, the Uniform Foreign Money Claims Act, the Uniform Premarital Agreements 
Act, the Uniform Transboundary Remedies Act, the Uniform Conflict of Laws-Limitations Act, the 
Uniform Information Practices Code, and the Uniform Franchising and Business Opportunities Act. 
In addition, the commission will have a major bill amending the Uniform Commercial Code. 
Included will be new Articles 3, 4, and 6, and amendments to Article 2A Finally, there will be 
amendments to the Uniform Probate Code. 

EXPLANATION OF BUDGET ISSUES AND ALIBRNATIVES: 

The commission estimates it will need a total of $47,000 for the biennium to cover annual conference 
dues and to pay the cost of 5 commissioners to attend the national conference. 

The budget of the Uniform Laws Commission is inflexible. It covers two expenditures: first, 
expenses of the commissioners for their attendance at the 8-day annual meeting of the National 
Conference each summer, and, second, conference dues. The commission now consists of 6 persons 
learned in the law. All are uncompensated. Three are appointed jointly by the Governor, Attorney 
General, and Chief Justice of the Supreme Court, and a 4th person is the designec of the Revisor 
of Statutes. Two persons have been granted life membership because of long service. Attendance 
at the annual meeting is essential to the Minnesota commissioners for it is at that meeting that 
drafting of each subject act is completed, the Minnesota members learn about the acts so they will 
be prepared to present the acts to the Minnesota Legislature, and decisions are made concerning the 
future program of the conference. The cost of attendance at the annual meeting will increase during 
the next biennium because money must be budgeted for the 2 life members who were not included 

as regular commissioners in the 1989-91 fiscal year. Expenses will be approximately $1,400 per 
commissioner so $7,000 should be allocated each year for expenses. 

The amount of annual dues to the National Conference for Minnesota is set by the conference on 
a formula based on population. The dues are used to maintain the Chicago office and to pay the 
costs of drafting committee meetings. The dues will rise from $12,000 in F.Y. 1991 to $16,000 in 
F.Y. 1992 and $16,800 in F.Y. 1993. 

Minnesota has deferred payment of dues, from time to time, when appropriation levels were 
misjudged and there was a shortfall. To defer dues is an embarrassment to Minnesota and to its 
commissioners and is not recommended. Minnesota makes more use of conference work than any 
other state and should pay its share. Therefore, the commission plans to ask the Governor and 
the legislators to increase its budget by $13,000 for the biennium. 

Govemoc's Recommendation: 

The Governor recommends an increase of $4,000 in F.Y. 1992 and $5,000 in F.Y. 1993 for annual 
dues to the National Conference. 
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AGENCY: UNIFORM LAHS COMMSN 
PROGRAM: UNIFORM LAHS CMSN 

ACTIVITY RESOURCE ALLOCATION: 

UNIFORM LAHS CMSN 
=======--========================== 
TOTAL EXPENDITURES BY ACTIVITY 

DETAIL BY CATEGORY: 
----------------
STATE OPERATIONS 
----------------
TOTAL EXPENDITURES BY CATEGORY 

SOURCES Of FINANCING: 
---------------------
DIRECT APPROPRIATIONS: 

GENERAL 
STATUTORY APPROPRIATIONS: 
---------------
TOTAL FINANCING 

FY 1989 

14 
----------------------

14 

14 

14 

14 

14 

1992-1993 BIEN NI Al BUDGET 
(DOLLARS IN THOUSANDS) 

FY 1990 
=====·-===== 

17 
=========== 

17 

17 
=========== 

17 

17 

17 

Est. 
FY 1991 

17 
=========== 

17 

17 

17 

17 

17 

Adjusted 
Base 

17 
----------------------

17 

FY 1992 

Agency 
Pl.an 

17 
----------------------

17 

Governor 
Recomm. 

21 
----------------------

21 

17 17 21 

-- ----------- -----------
17 17 21 

17 17 21 

============ 
17 17 21 

Adjusted 
Base 

17 
----------------------

17 

17 

17 

17 

17 

FY 1993 

Agency 
Plan 

17 
=========== 

17 

Governor 
Recomm. 

22 
=========== 

22 

17 22 

-- -----------
17 22 

17 22 

=========:::= 
17 22 
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AGENCY: Governor's Office 1992-93 Biennial Budget 

MISSION: 

As Chief Executive, the Governor is responsible for the general direction and supervision of the 
affairs of the state. The Governor appoints the majority of state department heads and the members 
of most boards and commissions. The Governor fills vacancies which occur in municipal, district, 
and supreme court judgeships; commissions public notaries; issues extradition papers and restores 
civil rights to felons; fills the position of commander-in-chief of the military forces of Minnesota, 
prepares comprehensive long-range plans for the orderly coordinated growth of the state; and 
establishes advisory committees to aid in developing his legislative proposals and plans for executive 
action. The Governor has the responsibility of informing the legislature of the general condition of 
the state; of reviewing all laws passed by the legislature and of calling special sessions of the 
legislature when needed. The Governor is responsible for the biennial budget and its presentation 
to the legislature. 

MAJOR POLICY DRIVERS: 

The Governor's Office provides general direction and supems1on to all state departments and 
agencies. It serves to unify and coordinate operations so that overall affairs of state government are 
handled in an effective and efficient manner. 

EXPLANATION OF BUDGET ISSUES AND ALTERNATIVES: 

The Governor's Office has determined that projected increases in the cost of goods and services 
(including salaries) will require changes that stream-line the executive functions. This budget will 
incorporate the necessary changes and continue to serve the needs of Minnesota citizens without 
relying on additional funding for inflationary increases. The following reallocations are necessary in 
order to fund the executive operations of both the Governor's Office and the Lieutenant Governor's 
Office. 

Reallocations by Program 
(Dollars in Thousands) 

Executive Operations Governor 
Executive Operations Lieutenant Governor 

GOVERNOR'S RECOMMENDATION: 

General Fund 
F.Y. 1991 

2,635 
280 

F.Y. 1992 
Change from 
F.Y. 1991 

2,615 
293 

F.Y. 1993 
Change from 
F.Y. 1991 

2,597 
303 

The Governor recommends the same BASE level funding for his office and the Office of the 
Lieutenant Governor. 
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AGENCY: GOVERNOR'S OFFICE 

PROGRAM RESOURCE ALLOCATION: FY 1989 

EXEC OPERATIONS - GOV 2,626 
EXEC OPERATIONS - LT GOV 290 
----------------------------------- -----------
TOTAL EXPENDITURES BY PROGRAM 2,916 

SOURCES OF FINANCING: 

DIRECT APPROPRIATIONS: 
GENERAL 

STATUTORY APPROPRIATIONS: 
GENERAL 
GIFTS AND DEPOSITS 

---------------
TOTAL FINANCING 

2,899 

l 
16 

2,916 

1992-1993 8 IE N ~ Al 8 U D GET 
(DOLLARS IN THOUSANDS) 

FY 1990 

2,763 
275 

=========== 
3,038 

3,031 

7 
=========== 

3,038 

Es1:. 
FY 1991 

2,650 
281 

2,931 

2,91.5 

16 

2,931 

FY 1992 

AcdJus1:ecd Agency Governor 
Base Pian Rec01111n. 

2,636 2,626 2,626 
287 297 297 

2,923 2,923 2,923 

2,923 2,923 2,923 

----------------------
2,923 2,923 2,923 

Ad,;us1:ed 
Base 

2,630 
286 

----------------------
2,916 

2,916 

2,916 

FY 1993 

Agency 
Pl.an 

2,609 
307 

2,916 

2,916 

2,916 

Governor 
Recomm. 

=========== 
2,609 

307 
=========== 

2,916 

2,916 

-----------
2,916 
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AGENCY: GOVERNOR'S OFFICE 

F.Y.91 FUNDING LEVEL 

APPROPRIATIONS CARRIED FWD 
LEG-DIRECTED ADJUSTMENTS 
SALARY ANNUALIZATION 
DOCUMENTED RENT/LEASE INCR. 
DEDICATED RECEIPTS AND FUNDS 

TOTAL 
BIENNIAL TOTAL 

ALL FUNDS 
F.Y.92 F.Y.93 

2,931 

<28> 
8 

21 
7 

<16> 

2,923 

BASE RECONCILIATION REPORT 
for 1992-1993 Biennium 

2,931 

<28> 
8 

13 
8 

<16> 

2,916 
5,839 

GENERAL FUND 
F.Y.92 F.Y.93 

2,915 

<28> 
8 

21 
7 

2,923 

2,915 

<28> 
8 

13 
8 

2,916 
5,839 

OTHER STATE FUNDS 
F.Y.92 F.Y.93 

16 16 

<16> <16> 

F.Y. 1991 Budget Reductions (Information Only) 

FEDERAL FUNDS 
F.Y.92 F.Y.93 

The following F.Y. 1991 reductions were implemented in Laws 1991, Chapter 2. These reductions are not reflected as changes to F.Y. 1991 or F.Y. 1992-93 BASE Levels within the 
budget documents. 

Governor/Lieutenant-Governor - General Fund $ (68) 
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ACilVIT 
PROG~--

AGENCY: Governor's Office 

19'J2-93 Biennial Budget 

DECISION ITEM: Financing Inflationary Costs - Informational 

Dollars in Thousands 
F.Y. 1992 F.Y. 1993 F.Y. 1994 F.Y. 1995 

AGENCY PLAN: 

F.xpendilure:s 
General Fund - Inflation $ 95 $ 193 $ 193 $ 193 

- Reduction (ill (193) (193) (193) 
Total $ --0- $ --0- s --0- $ --0-

Revenues 
General Fund $ --0- $ --0- $ --0- $ --0-

Requires atatutory change: Yes X No 
Statutes Affected: 

rrnM SUMMARY: 

Following the Biennial Budget instructions salary projections assumed a 4.5% across the board 
increase for all employees for an amount of $91,000 in F.Y. 1992 and $185,000 in F.Y. 1993 plus 
increases in the National Governor's Association membership fees of $4,000 in F.Y. 1992 and $8,000 
in F.Y. 1993. 

RATIONALE: 

To meet the requirements of covering inflationacy costs, the agency will improve and restructure 
operational functions. 

GOVERNOR'S RECOMMENDATION: 

The Governor recommends the adjustments listed above to fund inflation for his office. 
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PROGRAM: 
Agency: 

Executive Operations - Governor 
Governor's Office 

PROGRAM PURPOSE: 

1992-93 Biennial Budget 

The executive operations of the Governor's Office encompass various levels of support that allow the 
Governor to fulfill his responsibilities as required under the authority of the constitution and 
statutory laws of the state. 

The Governor's Office is organized to provide the necessary assistance to enable the Governor to 
effectively administer his duties as Chief Executive. Major duties of the Governor are to: 

• oversee the day-to-day operations of state government. 
• take the lead in shaping public policy by proposing ideas to the legislature. 
11 develop programs approved by the legislature. 
11 represent the citizens of the state at various official and non-official functions at the state and 

local level. 
11 promote business development and create new jobs with the assistance and advice provided by 

business leaders throughout the state. 
11 utilize the Governor's Residence for visiting guests and dignitaries and to provide a comfortable 

living quarters for the Governor and his family. 
11 participate with other states in the National Governor's Association, sharing information and 

developing new ideas for policy initiatives and legislation. 
• to appoint citizens to boards and commissions and judges for all court systems when vacancies 

occur. 
11 to perform all other duties as specified by the laws of the state. 

Agency Reallocations: 

TI1e Governor's Office has identified both increases and reductions to the activities in this program 
area. 

1. Service Redesign F.Y. 1992 ($95,000) F.Y. 1993 ($193,000) 
TI1e Governor will reduce salary obligations as the agency implements the service redesign aspects 
of the Executive Operations Program. With these changes, we will stream-line and improve 
operational functions and incur salary savings through staff changes. 

2. Salary Increases F.Y. 1992 $81,000 F.Y. 1993 $164,000 
The office plans to provide to cost of living salary increases at projected innation rates. 

3. National Governor's Association F.Y. 1992 $4,000 F.Y. 1993 $8,000 
The annual membership fee for participation in the National Governor's Association is expected 
to increase each year of the biennium. 

TI1e net result of all reallocations in this program is a reduction of $10,000 in F.Y. 1992 and $21,000 
in F.Y. 1993. TI1ese reductions are proposed in order to provide an equal level of funding for 
innationary increases in the Lieutenant Governor's Executive Operations Program. 

GOVERNOR'S RECOMMENDATION: 

The Governor recommends the agency plan funding for his office. 
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1992-1993 8 IE N N 1~- L BUDGET 
(DOLLARS IN THOUSANDS) 

AGENCY: GOVERNOR'S OFFICE 
PROGRAM: EXEC OPERATIONS - GOV 

ACTIVITY RESOURCE ALLOCATION: FY 1989 FY 1990 

EXECUTIVE ACTIVITIES 2,626 2,763 
============-====-==============--- ----------- -------a=--
TOTAL EXPENDITURES BY ACTIVITY 

DETAIL BY CATEGORY: 

2,626 2,763 

STATE OPERATIONS 2,626 2,663 
LOCAL ASSISTANCE 100 

----------------------------------- ----------- -----------
TOTAL EXPENDITURES BY CATEGORY 2,626 2,763 

SOURCES OF FINANCING: 

DIRECT APPROPRIATIONS: 
GENERAL 2,611 2,759 

STATUTORY APPROPRIATIONS: 
GENERAL 1 
GIFTS AND DEPOSITS 14 4 

----------------------------------- ----------- =========== 
TOTAL FINANCING 2,626 2,763 

Est. 
FY 1991 

2,650 
=========== 

2,650 

2,650 

----------------------
2,6.50 

2,63.5 

15 

2,6.50 

AGl;usted 
Base 

----------------------
2,636 

2,636 

2,636 

----------------------
2,636 

FY 1992 

Agency 
Pl.an 

2,626 

2,626 

Governor 
Recomm. 

----------------------
2,626 

2,626 

2,626 2,626 

----------- ---------------------- -----------
2,626 2,626 

2,636 2,626 2,626 

2,636 2,626 2,626 

AGl;usted 
Base 

----------------------
2,630 

2,630 

FY 1993 

Agency 
Pl.an 

2,609 

2,609 

Governor 
Recoinm. 

2,609 
=========a:= 

2,609 

2,630 2,609 2,609 

----------- ----------- -----------
2,630 2,609 2,609 

2,630 2,609 2,609 

2,630 2,609 2,609 
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PROGRAM: 
Agency: 

Executive Operations - Lieutenant Governor 
Governor's Office 

PROGRAM PURPOSE: 

1992-93 Biennial Budget 

The Lieutenant Governor's chief duty is to assist the Governor in canying out the functions of the 
executive branch (and to be prepared to act in the Governor's absence when required). This 
program encompasses all levels of support that make it possible for the Lieutenant Governor to fulfill 
these responsibilities. Major duties of the Lieutenant Governor as authorized by statute or delegated 
by the Governor are to: 

• coordinate the state's tourism program 
• initiate and coordinate programs to aid small business development 
• develop and promote policies supporting Minnesota's children and families 
• assist in the development of policies and programs relating to the status of women, minorities 

and individuals with disabilities 
• chair the Governor's Appointments Advisory Commission 
• chair the Capitol Area Architectural Planning Board (CAAPB) 
• serve as a member of the Executive Council 
• carry out all other gubernatorial assignments 

PERFORMANCE: 

The Lieutenant Governor's is available to assist the public with questions concerning all areas of 
state government and to assist the Lieutenant Governor in executive functions as needed. 

Agency Reallocations: 

Reductions are proposed in the Governor's Executive Operations Program in order to fund the 
following cost of living increases in the Lieutenant Governor's Office. 

Cost of Living Increases F.Y. 1992 $10,000 F.Y. 1993 $21,000 
The office plans to provide cost of living salary increases al projected inflation rates for staffmembers 
of the Lieutenant Governor's Office. 

GOVERNOR'S RECOMMENDATION: 

The Governor recommends the agency plan funding for the Office of the Lieutenant Governor. 
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AGENCY: GOVERNOR'S OFFICE 
PROGRAM: EXEC OPERATIONS - LT GOV 

ACTIVITY RESOURCE ALLOCATION: 

EXEC OPERATIONS - LT GOV 
------------------------
TOTAL EXPENDITURES BY ACTIVITY 

DETAIL BY CATEGORY: 
----------------
STATE OPERATIONS 
----------------
TOTAL EXPENDITURES BY CATEGORY 

SOURCES Of FINANCING: 
---------------------
DIRECT APPROPRIATIONS: 

GENERAL 
STATUTORY APPROPRIATIONS: 

GIFTS AND DEPOSITS 
----------=-======================= 
TOTAL FINANCING 

FY 1989 
====-====== 

290 

290 

290 
=== 
290 

288 

2 

290 

1992-1993 BIEN NI Al BUDGET 
(DOLLARS IN THOUSANDS) 

FY 1990 
=======•.:== 

275 
=========== 

275 

275 
========•=== 

275 

272 

3 
======:a•=== 

275 

Est. 
FY 1991 

----------------------
281 

=========== 
281 

281 
======-=---

281 

280 

l 

281 

Adjusted 
Base 

==========-
287 

287 

287 

287 

FY 1992 

Agency 
Pian 

-========== 
297 

297 

297 
----======= 

297 

287 297 

287 297 

Governor 
Reoonvn. 

=========== 
297 

297 

297 

297 

297 

=========== 
297 

Adjusted 
Base 

=====-=-==== 
286 

286 

286 
=========== 

286 

286 

286 

FY 1993 

Agency 
P1an 

----------------------
307 

307 

307 
=========== 

307 

Governor 
Reconvn. 

=========== 
307 

=========== 
307 

307 
=========== 

307 

307 307 

=========== =========== 
307 307 

PAGE 103 



19'J2-93 BIF \LBUDGET 

PROGRAM S1RUCIURE 

AGENCY: ATIORNEY GENERAL'S OFFICE 

PROGRAM PAGE 

Government Services 

Public Resources 

Human Resources 

Law Enforcement 

Legal Policy and Administration 

Business Regulation 

Solicitor General 

110 

114 

122 

127 

135 

138 

145 
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I 

Policy and 
Communications 
Cur. Pos. 9.S 

I 
Government Public 
Services Resources 
Cur. Pos. 66.9 Cur. Pos. 
New Pos. (Spec.) 1.0 New Pos. (Spec.) 

New Pos. (S.F.) 
Total 67.9 Total 

c:wp50\budget\orgchart--text without lines--laodscape 
2/8/91 ked 

I . 

47.9 
2.0 
3.0 

S2.9 

OFFICE OF A TfORNEY GENERAL 
ORGANIZATION CHART 7-1-90 

Attorney Geoenl 
Cur. Pos. 2.S 

I 

ief Deputy Attorney General I 
Cur. Pos. 2.S 

I . 

Solicitor General 
omce 
Cur. Pos. 22.8 

Human 
Resources 
Cur. Pos. 37.7 

Total 37.7 

I 
Law 
Enforcement 
Cur. Pos. 
New Pos. (G.F.) 

Total 

. 
t.dministrative Legal 
upport Services 

l;ur. Pos. 16. 

I 
Business 
Regulation 

83.9 Cur. Pos. 71.3 
1.S New Pos. (Spec.) s.o 

New Pos. (G.F.) 2.0 
91.4 Total 78.3 
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Position Reconciliation: 

Authority: 

Legislative Complement: 
General Fund 
State Government 

Special Revenue 
Special Revenue 
Superfund/Petrofund 
Federal 

Legislative Authorized: 
General Fund 
State Government 

Special Revenue 
Superfund 
Federal 

Total Permanent Positions 

Other Complement (FfE) 

TOT AL Positions 

Employees 
on 6-30-90 

Office of the A ,mey General 

Position and Employee Status Information 

Employees by Employment Status: 
Current Requested 

F.Y. 1991 For 6-30-93 6-30-90 

Full-Time Unlimited 330 
319.3 334.8 Full-Time Temporary 27 

Full-Time Emergency 2 
18.0 28.0 Part-Time Unlimited 18 

3.0 Part-Time Temporary 14 
4.0 

9.8 11.8 TOTAL 391 

6.0 

5.0 
1.0 
2.0 

361.1 381.6 

26.5 26.5 

387.6 408.1 

391.0 
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AGENCY: Attorney General, Office of 19'J2-93 Biennial Budget 

MISSION: 

The mission of the Attorney General is to protect the civil rights and public resources of the citizens 
of Minnesota, by enforcing state laws enacted by the legislature, defending the slate in all legal 
proceedings, assuring the legality of state government action, and proposing new laws to make 
Minnesota a better place to live and work. 

The Attorney General is the chief legal officer of the state with duties that spring from the 
Minnesota Constitution, state statutes and common law. 

As Minnesota's chief legal officer, the Attorney General and his assistants serve the public directly 
through citizen &ssistance, public education and litigation initiated in the name of the Attorney 
General. 

They represent more than 100 state agency clients in the following major respects: 

1. Represent them in all adversarial proceedings including lawsuits, rulemaking hearings, contested 
case hearings, rate hearings, disciplinary conferences, state and federal litigation, and collection 
activities. 

2. Render day-to-day legal advice and opinions involving statutory interpretation, potential liabilities, 
legal authority for proposed agency actions and advisability of available alternative courses of 
action. 

The Attorney General also provides substantial legal assistance to local officials such as county 
attorneys and sheriffs in their efforts to enforce the laws of this state. 

MAJOR POLICY DRIVERS: 

In the last half of the 80's, as demands for legal services have increased more rapidly than the size 
of his staff, it has become increasingly difficult for the Attorney General to fully represent state 
agency clients. This situation has produced longer delays in responding to requests for advice, 
investigating complaints .and litigating enforcement actions. 

With the growth of litigation, time to review rules, contracts and requests for legal advice has 
diminished. In response, some client agencies have hired staff attorneys. Many of these attorneys, 
assigned to separate agency divisions, are not supervised by other lawyers, and are not privy to the 
legal work of the Attorney General staff, or the legal positions which have been successfully pursued 
in litigation. As a result, the legal advice is less likely to take into consideration all relevant 
considerations and Jess likely to stand up in litigation. 

All legal representation must be carried out in the context of the Attorney General's authority and 
duty to represent the State as a whole and to assure fundamental fairness and consistent application 
of all relevant laws in the public interest. Client agencies make better and more responsive and 
responsible decisions because of the Attorney General's independent involvement. The best legal 
representation results from Attorney General participation at the earliest stages of enforcement 
actions and other administrative proceedings. 

The demands for service in the 90's will continue to outstrip the Attorney General's staff resources. 
Without an increase in staff resources, the Attorney General's ability to deflect potential legal 
problems and assure consistency in legal work for state agencies will suffer. This will compound the 
state's fiscal problems by making the state more vulnerable to judgments against it and Jess able to 
secure its own economic interests and enforce its laws. 

In the F.Y. 1990-91 biennium Attorney General Office operations are being paid entirely by direct 
appropriations from general and special revenue funds; fcdernl grants for Medicaid Fraud and 

Narcotics prosecutions; and, interagency agreements with several agencies which have supported 
particular activities on a year-to-year basis. 

This budget request will formalize many of the developments of the last 4 years. It includes requests 
for positions that are supported by agency funds. Some of these positions continue existing activities, 
others replace Attorney General funded positions that might have to be eliminated to keep within 
base level funds, and others meet new requests that cannot be met through reallocation of existing 
positions and dollars. 

EXPLANATION OF BUDGET ISSUES AND ALIBRNATIVFS: 

There are two closely related, major budget issues for the Office of the Attorney General. First, are 
there programs within the office that can be eliminated to free dollars to pay for the cost increases 
of the office in the next 2 fiscal years? Although the office will seek to streamline services through 
office automation and consolidation of resources, legal services cannot be cut without offsetting costs 
to citizens and state government that will produce a net loss. Cutbacks in state appropriations for 
human services, medical assistance, environmental enforcement actions and other state programs will 
produce results that may require more, not less, legal assistance to defend. 

Second, without program savings is there another way to pay for costs that cannot be funded with 
the base level dollars available to the office? One alternative is to continue existing interagency 
agreements and enter new ones with state agency clients who would directly fund the unfunded or 
new positions needed to represent that agency. This aiternative is consistent with the action taken 
over the past 4 years to meet special needs at the Department of Human Services, the Pollution 
Control Agency, the Board of Medical Examiners, the Board of Dentistry and the Public Utilities 
Commission. It is also consistent with legislation enacted in the 1985 legislation to make state 
agency clients more accountable for their demands for new or expanded legal services. This 
approach limits the Attorney General's flexibility in determining priorities for the assignment of staff. 
However, it is a positive, accountable way for agencies to obtain new legal services. Most new legal 
service requests can be addressed in this manner. 

The budgetary consequences of this proposal are presented at the program level of the Attorney 
General's budget request. 
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1992-1993 BIEN Ni AL BUDGET 
(DOLLARS IN THOUSANDS) 

AGENCY: ATTORNEY GENERAL 

Est. 
PROGRAM RESOURCE ALLOCATION: FY 1989 FY 1990 fY 1991 

GOVERNMENT SERVICES 3,895 4,078 4,025 
PUBLIC RESOURCES 2,136 2,780 2,948 
HUMAN RESOURCES 1,686 1,765 1,905 
LAH ENFORCEMENT 3,510 3,587 4,002 
LEGAL POLICY AND ADMINISTRATION 3,336 3,978 4,115 
BUSINESS REGULATION 2,989 3,758 3,944 
SOLICITOR GENERAL 1,163 893 945 
----------------------------------- ----------- ----------- -----------
TOTAL EXPENDITURES BY PROGRAM 

SOURCES Of FINANCING: 
---------------------
DIRECT APPROPRIATIONS: 

GENERAL 
SP REV DIRECT APPROP 
STATE GOVT SPEC REV 
SPECIAL REVENUE 

STATUTORY APPROPRIATIONS: 
FEDERAL 
AGENCY 
GIFTS AND DEPOSITS 

---------------
TOTAL FINANCING 

18,715 20,839 21,884 

17,084 18,706 19,913 
902 

956 1,028 
31 

571 611 826 
110 522 

17 44 117 
----------- ----------- -----------

18,715 20,839 21,884 

FY 1992 
-----------------------------------

Adjusted Agency Governor 
Base Pl.an Reconvn. 

----------- ----------- -----------
4,196 4,196 4,196 
2,919 3,049 2,919 
1,553 1,731 1,553 
4,971 5,292 4,971 
2,941 2,941 2,941 
3,849 4,337 3,849 
1,499 1,499 1,499 

----------- ----------- -----------
21,928 23,045 21,928 

19,852 20,583 19,852 

1,040 1,426 l:,040 

919 919 919 

117 117 117 
----------- ----------- -----------

21,928 23,045 21,928 

FY 1993 
-----------------------------------

Adjusted Agency Governor 
Base Pl.an RecolM\. 

----------- ----------- -----------
4:,197 4,197 4,197 
2,901 2,901 2,901 
1,552 1,730 1,552 
4,967 5,288 4,967 
2,937 2,937 2,937 
3,842 4,330 3,842 
1,499 1,499 1,499 

----------- ----------- -----------
21,895 22,882 21,895 

19,824 20,425 19,824 

1,035 1,421 1,035 

919 919 919 

117 117 117 
=========== ========--= =========== 

21,895 22,882 21,895 
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AGENCY= ATTORNEY GENERAL 

F.Y.91 FUNDING LEVEL 

APPROPRIATIONS CARRIED FWD 
NON RECURRING EXPENDITURES 
LEG-=DIRECTED ADJUSTMENTS 
SALARY ANNUALIZATION 
DOCUMENTED RENT/LEASE INCR. 
FEDERAL RECEIPTS 

TOTAL 
BIENNIAL TOTAL 

ALL FUNDS 
F.Y.92 F.Y.93 

BASE RECONCILIATION REPORT 
for 1992-1993 Biennium 

GENERAL FUND 
F.Y.92 F.Y.93 

21,884 21,884 19,913 19,913 

<60> <60> <60> <60> 
<305> <305> <305> <305> 

4 4 4 4 
221 149 209 142 

91 130 91 130 
93 93 

OTHER STATE FUNDS FEDERAL FUNDS 
F.Y.92 F.Y.93 F.Y.92 F.Y.93 

1,145 1,145 826 826 

12 7 

93 93 
----------- ----------- ----------- ----------- ----------- ----------- ----------- -----------

21,928 21,895 19,852 19,824 1,157 1,152 919 919 
43,823 39,676 2,309 1,838 
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PROGRAM: 
Agency: 

Government Services 
Attorney General, Office of 

PROGRAM PURPOSE: 

1992-93 Biennial Budget 

The Government Services Program represents the agencies responsible for running the state in its 
capacity as educator, landowner, employer, builder of roads and buildings, guardian of safety on our 
highways, tax collector and consumer of goods and materials. The program consists of 7 divisions: 
Construction, Education, Employment law, Public Finance, Public Safety, Tax Litigation, and 
Transportation. 

1111 The Construction Division was created two years ago to meet the growing demand for expertise 
in handling increasingly complex and expensive construction claims against the state. Attorneys 
advise the agencies responsible for state construction projects and defend the state when 
contractors, subcontractors and third parties sue. The division also files suits against contractors 
who provide defective work or fail to comply with contract specifications. 

1111 The Education Division advises the state's educational agencies in diverse areas including contract 
law, rulemaking, data practices problems, bankruptcy, and employment law. Attorneys appear 
before administrative law judges and in federal and state courts when called upon to defend 
educational agencies as they implement legislative programs and execute their statutory duties. 

1111 The Employment Law Division represents the Department of Employee Relations' Personnel and 
Labor Relations Bureaus, which act as employer to the state's more than 33,000 employees. The 
division renders legal advice on a variety of topics such as military leave, affirmative action, and 
health care. Division attorneys also represent the state in discrimination and civil rights actions 
brought by past and present employees. 

1111 The Public F'manoe Division provides day-to-day representation to the accountants, landowners 
and purchasing agents for the state who are found in the Departments of Finance and Administra­
tion. Attorneys review thousands of contracts, draft hundreds of documents and respond to daily 
requests for advice. The division also advises a number of other state boards and agencies that 
deal with finance and contract matters, including the Department of Trade and Economic 
Development, the Housing Finance Agency, the Iron Range Resource and Rehabilitation Board, 
the Indian Affairs Council Business Loan Program, the Rural Finance Agency, the Export Finance 
Authority, the Amateur Sports Commission, the Public Facilities Authority, and the Agriculture 
and Economic Development Board. 

1111 The Public Safety Division counsels the Department of Public Safety on legal issues that arise in 
its conduct of a wide range of public protection activities. The Department's program includes 
the State Patrol, Fire Marshall, Bureau of Criminal Apprehension, Capitol Security, Office of 
Drug Policy, Peace Officers' Death Benefit Fund, Private Detective Board, Driver and Vehicle 
Services, Liquor Control and many other program areas. Attorneys represent the department in 
implied consent cases, civil overweight truck proceedings, criminal record expungement matters, 
and administrative hearings on private detective licenses, dealers' licenses, and crime victims' 
claims. 

1111 The Transponatioo Division provides legal advice and representation to the Minnesota 
Department of Transportation (MnDO1). MnDOTs highway construction and hazard elimination 
program requires the acquisition of hundreds of parcels of land each year. Division attorneys 
represent MnDOT in hearings to determine the just compensation due a landowner when real 
estate is taken for highway purposes. They also advise MnDOT in its regulation of intrastate 
trucking activities, railroad commerce, and public airport operations. MnDOT receives advice on 
matters of prevailing wage law, state aid distribution, local land use zoning, landlord-tenant 
relationships, environmental law and a variety of other matters. 

PERFORMANCE: 

Preventative Law 

The practice of preventative law constitutes an important part of the work of Government Services 
attorneys. It is difficult to quantify dollars saved through efforts such as effective negotiation and 
wise contract drafting. 

In the Public Finance Division, one measure of success is the infrequency of lawsuits over contract 
matters. The state was sued in only 3 instances in F.Y. 1990, despite the division having reviewed 
or drafted 3,500 contracts during that period. Public Finance Division attorneys also assisted the 
state in issuing $200 million in general obligation bonds and $430 million in revenue bonds in F.Y. 
1990. Resolving complex problems quickly is crucial to timely issuance of bonds. 

The Employment Law Division also plays an important role in preventing lawsuits before they 
happen. During F.Y. 1990, division attorneys conducted training on state ethics and harassment laws 
for more than 1,500 state employees. 

Attorneys in the Construction Division similarly spend numerous hours working with client agencies 
to develop defensible contract specifications and to prevent situations that might result in contractor 
claims against the state. 

Litigation 

Unlike the results of practicing preventative law, litigation results can be quantified. But raw 
numbers do not necessarily reflect the quality of the result, the complexity of the matter or the 
magnitude of the effort demanded. During F.Y. 1989 and F.Y. 1990, for example, the Public Safety 
Division handled nearly 5,0Q() implied consent cases in the district courts and over 100 cases in the 
appellate courts. The division won 86% of these cases, but this figure depends on whether the 
Minnesota Supreme Court upholds new drunk driving legislation. The Construction Division, by 
contrast, normally handles about 45 cases at any given time. These cases typically total in excess of 
$10 million, with claims ranging from less than $10.0 to several million dollars. Regardless of the 
size of the claim, construction cases arc highly technical, involve thousands of pages of documents 
and require considerable attorney and legal assistant time. 

Transportation Division attorneys also handle cases involving high stakes. In F.Y. 1990, attorneys 
dispensed of eminent domain cases in which landowners sought damages of nearly $30 million. Jury 
verdicts, commissioner awards or negotiated settlements reduced the amount actually paid by the 
state to less than $21 million. Moreover, timely and effective handling of these cases has allowed 
MnDOTs construction program to proceed without delay and to receive full federal financial 
participation, which is conditioned on the state's acquiring property at a reasonable price. 

Constitutional Challenges and Public Policy Defense 

Apart from monetary concerns, cases often involve the defense of important state policies. For 
example, attorneys in the Education Division successfully defended the constitutionality of the Post­
Secondary Enrollment Options Act (PSEOA). The Act allows high school students to attend, at 
state expense, private and public colleges for high school credit. A lawsuit asked the federal district 
court to strike down the act as violative of the constitutional provision for separation of church and 
state. Attorneys in the Education Division persuaded the court that the Act is constitutional as 
written and as applied to all but one of the participating private colleges. Plaintiffs agreed to dismiss 
their lawsuit after the court's decision was announced. 

In another case, a school district sued the Commissioner of Education to prevent implementation 
of the open enrollment program for the district's children. The Education Division is vigorously 
defending the right of the commissioner to pay state aid to a receiving school district when a student 
from another district enrolls there. The division also successfully defended state legislation that 
allows the Commissioner of Education to hear and decide appeals involving education of ha-Qdicapped 
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children. The parents of a handicapped child are entitled to a local hearing if they and the school 
district disagree about the child's educational program. The result of the local hearing may be 
appealed to the commissioner. The process embodied in the law advances important state policies. 
It utilizes the expertise of the Commissioner in special education matters and ensures statewide 
uniformity in special education matters. 

During the last fiscal year and this one, the Public Safety Division has expended much time and 
effort in defending legislative policy to deter drunk driving. The 1989 Legislature enacted a measure 
to make it a crime for repeat offenders to refuse chemical testing when they are arrested for DWI. 
Drivers in more than one hundred cases challenged the law, which the court of appeals upheld. 
Several drivers have now appealed their cases to .the Minnesota Supreme Court. The policy 
underlying the law makes it worth fighting for, but the fight exacts a toll in attorney and legal 
assistant hours demanded. 

PROSPECfS: 

During times of economic downturn, the need for legal services actually increases. The Government 
Seivices Program anticipates that a tighter state budget will require even more effective negotiation 
and astute drafting of contracts for the acquisition and financing of property and equipment. Many 
state agencies may look to lease purchasing rather than outright purchasing. Lease purchasing 
permits an agency's budget to be stretched further, but it involves more attorney time. When the 
economy is ailing, disappointed bidders and contractors are more apt to pursue bid disputes and file 
claims against the state. Defaults on revenue bonds are also anticipated to increase, which will 
require a significant commitment of attorney time to loan workouts. Attorneys in the Public Finance, 
Construction and Education Divisions will be particularly impacted by these developments. 

In addition to a number of smaller claims in which the state is the defendant, the Cooatructioo 
Division currently is handling 5 very large, complex cases that are in the early stages of litigation. 
These cases will require a major effort of time and are expected to remain active throughout the 
coming biennium. The division is also pursuing claims ranging from $30.0 to $150.0 against 
contractors who performed defective work on state projects. The ability to pursue these and other 
claims on behalf of the state will become increasingly limited because of the existing case load and 
the anticipated increase in claims. 

The Government Services Program expects a general rise in the number of lawsuits. The aggressive 
construction and hazard elimination programs of MnDOT, its planned reconstruction of 1-494 and 
I-35W, and the growing emphasis on monitoring and enforcing truck safety rules will all require 
extensive legal services. Attorneys in the Tnmsportation Division will be increasingly involved in 
litigation to hold prior landowners accountable for the contamination-producing uses to which they 
put property before it was acquired by MnDOT for highway purposes. 

New education option programs like the PSEOA and open enrollment generate controversies that 
result in lawsuits. School districts and the public have become more willing to challenge state agency 
action in such areas, thereby adding to the workload of the &location Division. The expansion of 
Metropolitan State University will also create additional work for the division. 

The Employment Law Divuion is similarly affected by law changes that create a need for increased 
legal seivices. The Public Employees' Insurance Plan and the Health Care Access Commission are 
developing new initiatives related to the health care needs of government workers and the public. 
The division is assisting state agencies as they seek solutions to the health care crisis. In December 
1991, the enforcement sections of the local government pay equity law will go into effect. The law 
requires all public employers to file approved pay equity plans with the Department of Employee 
Relations. Enforcement will necessitate additional legal services. Finally, the trend the division has 

seen is one of growing numbers of complaints and lawsuits filed against the state as a, 
This trend makes the division's educational efforts even more important and place. 
demand on its time spent on litigation. 

?loyer. 
,easing 

The Public Safety Division anticipates that the push for effective drunk driving enforcement will 
continue. In addition to its considerable implied consent case load, the division has undertaken the 
defense of the Peace Officers' Death Benefit Fund, which was transferred from DOER to the 
Department of Public Safety in 1990. Until the transfer, fund defense was handled by outside 
counsel. On another front, division attorneys anticipate that the designation by the federal 
government of the Office of Pipeline Safety as its interstate agent will add to the already complex: 
legal environment in which the office operates. Finally, the demands of these programs plus those 
of the federally-funded Office of Drug Policy are expected to strain existing resources within the 
division. 

Alternatives Considered 

The office anticipates increasing costs in the Government Services Program as a result of increased 
salary costs. The preferred alternative is a separate salary supplement appropriation as has been the 
practice for several biennia. Without a salary supplement appropriation alternatives would include 
no raises, reduced raises, reduced hours, leave without pay, lay offs, or a combination of these 
measures. Reducing or reallocating staff will cause serious, in some situations, unacceptable delays 
in enforcing or protecting the state's vital legal interests. The net result will be lost revenue or 
additional expenditures. 

~= 
111 Pipeline Safety F.Y. 1992 $0 F.Y. 1993 $0 

In order to meet the legal services needs of the Office of Pipeline Safety, the Department of 
Public Safety is requesting an increase in the pipeline safety fees and an appropriation to 
fund 1 attorney position within the Attorney General's Office. 

GOVERNOR'S RECOMMENDATION: 

Recognizing the distinction between separate branches of government, the Governor respectfully 
acknowledges the right of the Attorney General's Office to present its budgetary needs directly to 
the legislature for consideration. 
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ACTIVITY: 
PROGRAM: 

AGENCY: 

Government Services 
Government Services 
Attorney General's Office 

DECISION ITEM: Pipeline Safety 

AGENCY PLAN: 

&penditun:s 
General Fund 

Revenues 
General Fund 

GOVERNOR'S RECOMMENDATION: 

&penditures 
General Fund 

Revenues 
General Fund 

Requires statutory change: Yes 
Statutes Affected: 

ITEM SUMMARY: 

F.Y. 1992 

$ -0-

$ -0-

$ -0-

$ -0-

X 

1992-93 Biennial Budget 

Dollars in Thousands 
F.Y. 1993 F.Y. 1994 f:Y. 1995 

$ -0- $ -0- $ -0-

$ -0- $ -0- $ -0-

$ -0- $ ...().. $ -0-

$ -0- $ -0- $ -0-

No 

The dollars to fund an additional legislative complement position in the Attorney General's Office 
are being requested by the Department of Public Safety. This is a position request. 

RATIONALE: 

The Attorney General is unable to assign the level of attorney services needed to represent the 
Office of Pipeline Safety of the Department of Public Safety. The Department has submitted a 
request to the Department of Finance for an increase in the pipeline safety fees and will ask the 
legislature for an appropriation to fund an interagency agreement with the Attorney General's Office. 

GOVERNOR'S RECOMMENDATION: 

Recognizing the distinction between separate branches of government, the Governor respectfully 
acknowledges the right of the Attorney General to present its budgetary needs directly to the 
Legislature for consideration. 
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1992-1993 BIENNIAL BUDGET 
(DOLLARS IN THOUSANDS} 

AGENCY: 
PROGRAM: 

ATTORNEY GENERAL 
GOVERNMENT SERVICES 

ACTIVITY RESOURCE ALLOCATION: 
=====================--------------
GOVERNMENT SERVICES 
-------------------
TOTAL EXPENDITURES BY ACTIVITY 

DETAIL BY CATEGORY: 

FY 1989 

3,895 

3,895 

FY 1990 

4,078 
----------------------

4,078 

Es't. 
FY 1991 

4,025 

4,025 

STATE OPERATIONS 3,895 4,078 4,025 
----------------------------------- ----------- ----------- -----------
TOTAL EXPENDITURES BY CATEGORY 3,895 4,078 4,025 

SOURCES OF FINANCING: 
---------------------
DIRECT APPROPRIATIONS: 

GENERAL 3,895 3,804 4,025 
STATUTORY APPROPRIATIONS: 

AGENCY 274 
----------------------------------- ----------- ----------- -----------
TOTAL FINANCING 3,895 4,078 4,025 

Adjus'ted 
Base 

4,196 

4,196 

FY 1992 

Agency 
Plan 

4,196 

4,196 

Governor 
Recomm. 

4,196 

4,196 

4,196 4,196 4,196 
----- ----------- -----------
4,196 4,196 4,196 

4,196 4,196 4,196 

4,196 4,196 4,196 

Adjus'ted 
Base 

4,197 

4,197 

FY 1993 

Agency 
Plan 

4,197 

4,197 

Governor 
Re comm. 

4,197 

4,197 

4,197 4,197 4,197 
----- ----------- -----------
4,197 4,197 4,197 

4,197 4,197 4,197 

4,197 4,197 4,197 
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PROGRAM PURPOSE: 

The Public Resouroes Program enforces Minnesota's tough environmental laws and protects its 
pristine natural resources. The rule of law and reasoned agency decision making are critical to the 
public's interest in protecting and improving the environment and to assuring fundamental fairness 
to persons and businesses directly affected. Consequently, the quality and breadth of the state's legal 
services is of vital importance and fosters responsible and responsive government. 

1111 The Environmental Prorectioo Division (EPD) protects the quality of the environment by 
representing state agencies responsible for implementing and enforcing environmental laws and 
rules. To accomplish this purpose, EPD engages in a wide range of legal activities. EPD is 
the defender of agency decisions and actions in state and federal courts; the prosecutor of 
affirmative legal actions brought to enforce agency decisions, penalize violations, and take other 
appropriate actions intended to achieve compliance with environmental laws; and the legal 
counselor to agencies regarding the exercise of their authorities consistent with statutory, 
ethical and constitutional considerations and administrative law doctrine. The specific 
environmental agencies represented and served by EPD include the Minnesota Pollution 
Control Agency (MPCA), the Environn:1ental Quality Board (EQB), the Office of Waste 
Management (OWM), and the Harmful Substance Injury Compensation Board (HSICB). 
The state and federal laws and rules that govern the actions of these agencies and affected 
parties are technically and legally complex. 

1111 The Natural Reaouroca Division performs a full range of legal services to assist in the 
preservation of our state's natural heritage, to make sure that resource use and development 
take place in a legally correct manner, and to enable the Department of Natural Resources 
(DNR) to function effectively, efficiently, and within the constraints of Minnesota's statutes 
and constitution. In addition to addressing the legal needs of the DNR, this division is 
assigned to represent and advise other state agencies as well, including the Indian Affairs 
Council, the Land Exchange Board, the State Archaeologist, and the State Board of Water and 
Soil Resources. Occasionally, the division provides assistance to the Great Lakes Commission, 
Minnesota-Wisconsin Boundary Area Commission, State College System, Minnesota Historical 
Society, and the Citizens' Council on Voyageurs National Park as well. Finally, Natural 
Resources Division lawyers serve many other state agencies and local units of government on 
questions of Indian law and jurisdiction. During F.Y. 1990 Indian issues generated assistance 
to, among others, the Governor, the Minnesota Senate and House of Representatives, various 
county attorneys, the Department of Public Safety, Department of Revenue, Department of 
Human Services, Pollution Control Agency, Department of Administration, Department of 
Gaming, Department of Jobs and Training, Department of Transportation, Department of 
Health, Department of Labor and Industry, Housing Finance Agency, and Minnesota Historical 
Society. 

1111 The Agriculture Division works to assure Minnesota consumers a healthy, safe food supply, to 
foster more environmentally sustainable farming practices, and to promote the interests of 
Minnesota's farmers. The division provides all necessary legal services to the state Depanment 
of Agriculture, the Board of Water and Soil Resources (BOWSR), and the Board of Animal 
Health. 1nat includes all enforcement and incident response work involving agricultural 
chemicals under Minnesota's landmark groundwater protection law, the enforcement of 
Minnesota's food safety, dairy and livestock inspection, and plant industry laws, and legal advice 
and collections assistance for the Family Farm Security Program. For BOWSR, the division 
reviews, approves, and enforces the terms of all Reinvest in Minnesota (RIM) conservation 
easements, and assists in the implementation of the new Minn. Stat. 40.46, which requires 
BOWSR review and withholding of easements on all state land sales. In addition, the division 
provides independent assistance to Minnesota's farmers, through litigation, legislation, fraud 
investigations, and the Attorney General's Farm and Home Preservation Hotline. 

11 The Public Utility Division advises two regulatory agencies: the Transportation Regul, Soard 
(TRB) and the Pubiic Utilities Commission (PUC). These agencies regulate vital indus(ries that 
provide transportation, gas, electric and telephone services lo Minnesota. Because of their close 
link to the economic and social welfare of the public and their tendency to be monopolistic, these 
industries historically have been subject to intense regulation. The division advises these agencies 
to ensure that due process is given to the regulated industries, rate adjustments are reasonable 
and Minnesotans have adequate services. The division also advises the agencies on the substantive 
law and defends the agencies' orders on appeal. 

PERFORMANCE: 

The Public Resources Program achieves its program purpose when its legal representation contributes 
in a significant way to the protection and improvement of the quality of the state's environment 
through the development, implementation, and enforcement of effective environmental laws and rules. 
The critical measurement of successful performance is the achievement of reasoned agency decision 
making based on the rule of law. 

Environmental Protection Division 

In a nationally significant case decided in 1990, the Minnesota Supreme Court ruled that costs 
incurred by companies to clean up environmental contamination pursuant to the Minnesota 
Superfund laws are covered by comprehensive general liability insurance policies. In its opinion, the 
Supreme Court relied to a substantial extent upon the legal reasoning contained in the brief 
submitted by the EPD. The Supreme Court affirmed the state's priority interest in protecting its 
natural resources and, most importantly, preserved the state's limited Superfund resources for 
cleanup of sites not covered by insurance. This was the most significant of 5 new Superfund cases 
in F.Y. 1989-90 in which the EPD took an active part either as plaintiff or amicus. 

EPD is currently engaged in 3 Superfund litigation matters: The South Andover cost recovery case; 
the Freeway Landfill cost recovery case; and the challenge to the EP A's National Contingency Plan 
(under the Federal Administrative Procedures Act). 

As a result of the Superfund adminisuative enforcement process, responsible parties reimbursed the 
MPCA for a total of $595.0 in F.Y. 1989-90 to pay for oversight and other expenses incurred by the 
MPCA In addition, the amount of money estimated to be committed to site · investigation and 
cleanup by responsible parties increased from $147 million in F.Y. 1989 to $160 million as of 
October 1990. 

With the assistance of the EPD, MPCA negotiated 16 air quality stipulation agreements and consent 
decrees, collecting $481.1 in civil penalties in F.Y. 1989. In F.Y. 1990, 22 air quality stipulation 
agreements and consent decrees were completed, collecting $1,804.6 in civil penalties. Pending air 
quality enforcement actions consist of 12 stipulation agreements seeking over $400.0 in civil penalties 
and three lawsuits, 1 of which involves major violations of asbestos removal regulations and a civil 
penalty of over $400.0. 

Virtually every MPCA permitting decision involving incinerators since 1986 has resulted in the filing 
of lawsuits due to the controversial nature of this area. Three incinerator cases heard in the 
Supreme Court this past biennium affirmed the state's position, 1 was favorably resolved at the Court 
of Appeals level, and 1 was resolved by legislative intervention. 

Enforcement actions in the hazardous waste program resulted in approximately $800.0 in civil 
penalties during the last 3 years. Stipulation agreements, administrative penalty orders and court 
settlements were among the enforcement tools used by the MPCA with the assistance of the EPD. 

An outstanding example of coordination between the environmental agencies and the Attorney 
General's Office is the permit transfers from Reserve Mining Company to Cyprus Minerals Company. 

PAGE 114 



PROGRAM: Public Resources 
(Continuation) 

Agency: Attorney General, Office of 

1992-93 Biennial Budget 

The extremely complex legal and technical issues that needed to be worked out for a successful 
transfer represented a tremendous challenge. The long and difficult negotiations involved several 
parties, including the former permittees, the federal Environmental Protection Agency, state agencies, 
the bankruptcy trustee, and numerous interested individuals and groups. The joint effort resulted 
in preserving the environmental integrity of Reserve's former permits, particularly in regard to the 
on-land tailings disposal system at Mile Post 7. Conservatively, tens of millions of dollars of potential 
costs to the state were avoided and additionally allowing for the return of jobs and other positive 
economic effects benefiting the area. 

Natural Resources Division 

The Natural Resources Division has successfully provided many of the services necessary for the 
short term effective operation of its client agencies, has emphasized the "preventative" legal services 
that reduce the incidence of conflict or litigation, and has been successful in the great majority of 
the lawsuits with which it has been involved. During F.Y. 1989-90, collection activities of the division 
resulted in the recovery of approximately $103.4 for debts on unpaid timber cutting permits; the 
reimbursement of approximately $212.0 for the state costs of fighting fires caused by private 
individuals; the collection of approximately $22.0 from various contract or construction disputes; and 
the recovery of approximately $17.0 for accidental fish kills. 

During F.Y. 1989-90, the division successfully defended the DNR against over $9.6 million in damage 
claims in state and federal courts and in the legislative claims subcommittee. 

During F.Y. 1989-90, the division successfully obtained the dismissal of two Indian land claim class 
action lawsuits in federal court. Damages of over $100 million were claimed. 

During this same period, the division successfully drafted, and lobbied for passage of, the federal 
White Earth Land Settlement Act which resolved ownership disputes on over 100,000 acres of land, 
and successfully defended its constitutionality in U.S. District Court and the U.S. Court of Appeals 
for the District of Columbia Circuit. 

The division also during F.Y. 1989-90 prepared to litigate major issues of Indian hunting and fishing 
rights under the Treaty of 1854 (involving Minnesota's Arrowhead Region), while at the same time 
negotiating for a long-term settlement of the issue. Eventually a settlement was reached, state 
legislation was drafted and passed which ratified the settlement, and the federal district court 
incorporated the settlement into an order. 

During F.Y. 1989-90, the division drafted and/or reviewed over 2,400 contracts involving more that 
$52 million of state funds; drafted and/or reviewed more than 1,200 state lease documents; performed 
all the legal work necessary to acquire for the state more than 17,000 acres of land worth in excess 
of $8.2 million; performed all legal work necessary for state/private exchanges of land with a value 
totalling over $2 million; defended 7 lawsuits challenging the constitutionality of laws governing the 
actions taken by the DNR or state (5 of the actions were dismissed and 2 are pending); was involved 
in approximately 50 administrative law proceedings under the Administrative Procedures Act; 
approximately 260 proceedings in courts under the state and federal systems; and approximately 20 
legislative or contract claims. 

During F.Y. 1989-90, the division worked closely with several minerals-related issues of significance 
to the state. Three mineral lease auctions were held, current leases with major steel companies were 
renegotiated, new peatland leases were executed, and court actions were initiated to recover for the 
state several thousands of acres of severed mineral interests for which taxes had not been paid. 

During F.Y. 1989-90 the division worked extensively on the crisis caused by the bankruptcy of 

Reserve Mining Company and L1V Steel Company. It performed much of the legal work that 
enabled Reserve to be sold to Cyprus Minerals Company while at the same time assuring that the 
original environmental commitments made by Reserve would be honored by L1V and Armco, Inc., 
and not be lost due to the bankruptcy proceedings. 

During F.Y. 1989-90 the division successfully upheld in court the validity of the state statute 
requiring the sale of school trust fund lakeshore lots now being leased to private individuals. The 
division also defended the specific auction process by which the lands were sold. 

Agriculture Division 

Since the Attorney General's Task Force of Food Safety issued its report last winter, food inspection 
has been a high priority both for the department and the Agriculture Division. The department's 
enforcement posture has been more aggressive, and there have been more criminal and civil 
prosecutions of food law violators. Aided by the Agriculture Division, the Agronomy Services' 
enforcement program expanded the penalties assessed for misuse of agriculture chemicals from $9.4 
in F.Y. 1988 to $121.1 in F.Y. 1990. So far, only 7 of the enforcement orders or notices of intent 
to sue issued against facilities or individuals have gone to the district court complaint stage, with 5 
of those settling for the full penalty amount, 1 where the court entered judgment in the department's 
favor, and 1 still pending. 

During F.Y. 1989-90 the division has performed the legal wort necessary to process over 375 RIM 
conservation easements over private agricultural lands. In addition, the division has developed forms 
and procedures for the RIM program, has trained program personnel, has assisted with the 
development of formal rules for the program, has resolved land description or boundary disputes, 
and has been involved in measures taken to enforce the terms of the easements. 

Under both the 1989 pesticide control law and the 1989 groundwater protection legislation, as 
amended, the Department of Agriculture has the responsibility for investigating and remediating 
agricultural chemical spills and releases. When an "incident" occun, the department will request or 
order the responsible parties to begin site assessment and corrective actions immediately. If there 
is no responsible party or that party refuses to comply, the department can get access to the 
Superfund, but then has the obligation to recover those expenses from any party that may have had 
custody, control, or responsibility for the chemicals at the time of the incidenL In 1989, the 
Agronomy Services Division had 101 incident response files; in 1990 so far, they have 229. Many 
of these cases require legal advice while they are still at the administrative level; others require 
formal litigation. One case in particular-the Lund Nursery case-has required and will in the future 
require a considerable amount of attorney time. That case involves a fire at a retail lawn and garden 
supply store in St. Cloud, where the release of pesticides caused extensive contamination of the 
environment. The proprietors of the store were unable or unwilling to pay for cleanup, so the 
department stepped in and expended $47S.0 in Superfund money to remediate the site. The 
department then notified, not just the store proprietors, but also the owner of the property and the 
manufacturers and distributors of the pesticide products on the site that they were liable as 
responsible parties for the cleanup expenses. Those parties have all denied liability and that case 
is now pending in both district court and the court of appeals. 

The Agriculture Division has successfully defended the Family Farm Security Program against claims 
amounting to at least several hundred thousand dollars. In one case, the First Bank of Worthington 
sued to collect a Family Farm Security guarantee for between $200.0 and $300.0, but the division 
was able to prevail both at trial and on appeal. 

To date, the Agriculture Division has been successful in avoiding liability for negligent inspections 
and certifications in connection with a ringrot outbreak in certain seed potato shipments in 
northwestern Minnesota, including most recently in Hapka v. Paguin Farms, et. al., decided by the 
Minnesota Supreme Court. In contrast, the seed potato certification agency in Wyoming was recently 
found liable for $5,000.0 in a case involving about I% of Minnesota's certified acreage. Other 
agencies around the country have faced similar problems. 
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The 1989 grasshopper control program triggered 2 lawsuits, challenging the Jaw on procedural due 
process, equal protection, and environmental grounds. The Agriculture Division successfully obtained 
a reversal from the court of appeals, overturning an adverse district court judgment in 1 case, and 
the other 1 is currently pending before the appeals court. 

In 1989, the Agriculture Division took USDA to court for its refusal to comply with the law 
governing the farmer-owned reserve (FOR) program, and continues to assist the Department in 
articulating the Upper Midwest position in the current review of the federal Milk Marketing Order 
Program. The division independently filed an amicus brief to support the Minnesota Milk Producers 
Association's legal action challenging USDA's refusal to change the geographic price differentials and 
its policy toward the shipment of reconstituted milk. 

The division continues to take independent action to support Minnesota farmers. In addition, the 
division continues to work with the Consumer Division and others to investigate allegations of rural 
fraud, most recently with allegedly defective silos, bogus living trust arrangements, and do-it-yourself 
lawsuits. 

Public Utilities Division 

Attorneys in the Public Utilities Division enjoy a similar record of success. They review and assist 
the PUC in its issuance of dozens of orders each year. Despite the large number of orders issued 
in F.Y. 1990, industries regulated by the PUC sought review of only 1.5% of those orders. Three 
of these 4 cases resulted in decisions favorable to the PUC; the fourth was not affirmed because 
of a procedural defect. 

PROSPECI'S: 

The Environmenlal Protection Division staffing has not kept pa~ with the increase in staffing and 
program authorities of the environmental agencies represented by EPD. For example, since 1985, 
the staff of the MPCA has grown from approximately 350 to 700. 

Toe primary example of dramatic change is MPCA's Division of Air Quality (DAQ). DAQ has 
grown from 58 employees in 1985 to 96 in 1990. The enforcement activities of DAQ require 
substantial legal assistance and have dramatically increased in the past 2 years. Complaints received 
doubled from 1987 to 1990; stipulation agreements rose from 3 in F.Y. 1987 to 22 in F.Y. 1990; and, 
civil penalties increased from $57.2 in F.Y. 1988 to $1,804.6 in F.Y. 1990. 

Permits for mixed municipal solid waste (MSW) incinerators and medical waste incinerators are 
extremely controversial. Contested case proceedings will be necessary before permits are i~ued for 
these types of facilities. All 13 MSW incinerators currently permitted must have their permits 
renewed in the next biennium; this will be a highly controversial process. Approval of 1991 rules 
on new standards of performance for incinerators will vastly increase the scope of incinerator 
regulation (from 25 facilities to over 500 facilities) and enforcement in F.Y. 1992-93. 

The most substantial change that affects the entire air quality program is the federal Clean Air Act 
reauthorization. Major changes will occur in the regulation of nonattainment areas, mobile sources, 
hazardous air pollutants, acid rain control, permits and possibly small business assistance. DAQ will 
need a dramatic increase in legal assistance to interpret, implement and enforce the complex 
requirements of the new act. 

Overall, the legal service needs of EPD agency clients are increasing and resources to meet those 
needs are decreasing or are just not available. For the past several years, EPD has aggressively 
prioritized matters and increased efficiency wherever possible. However, recently EPD has had to 

severely reduce some of its services to clients in order to meet other higher priority J q service 
needs. For example, during the pendency of the Flying Cloud landfill contested case h1 , which 
absorbed a large amount of attorney time for several months, EPD was unable to meeL .:....-ny legal 
service needs of the MPCA's solid waste program. It is anticipated that this example will become 
more typical in the future and will prohibit EPD from providing full legal service needs to its agency 
clients. 

Solid waste management issues, which include issues related to waste incinerators and landfill siting 
and permitting, will increasingly require adversarial administrative proceedings to resolve. There has 
been and will continue to be more pressure on the MPCA to enforce its environmental laws. A 
more aggressive approach will result in more litigation. The Attorney General is proposing a 
legislative initiative to add administrative penalty orders to a broader spectrum of environmental 
violations which will potentially increase contested cases. This concept was supported in a recent 
report by the Legislative Auditor. Client agencies will be pushed into taking "harder look" al 
environmental impacts and feasible and prudent alternatives that eliminate or mitigate adverse 
environmental effects associated with permit issuances. The choices between competing interests and 
the maintenance of a reasonably balanced approach will become increasingly difficult and adversarial 
in nature. Finally, there are the pending environmental cost claims that need to be reviewed and 
litigated to recover state monies spend on Superfund and petroleum tank release cleanups and 
compensation paid out to persons injured by harmful substances. 

With the anticipated increase in adversarial proceedings, either judicial or administrative, there will 
be fewer resources to provide other legal services to EPD's client agencies. Litigation and 
enforcement will be the priority and other legal work, by necessity, will be reduced or eliminated. 
Ironically, cutting back or eliminating other legal services to environmental agencies will likely result 
in more litigation and less effective enforcement because early legal review and advice can avoid 
future legal controversies. Most importantly adherence to the rule of law and reasoned agency 
decision making are less attainable without the required legal assistance and advice. 

Toe trend of the past decade has been for expanded governmental programs and regulation in 
natural resource-related fields. The Natural Raouroca Division has also faced vastly increased 
numbers of questions, controversies, and lawsuits relating to Indian rights and jurisdictional issues. 

In the new biennium there will be increased emphasis on wetlands preservation and groundwater 
protection. This will mean more need for legal services. Similarly, controversies surrounding timber 
harvesting, lake levels, public drainage systems, shoreland zoning, mineral exploration (and perhaps 
mining), and related issues will place further demands on the division. There has been a significant 
increase, which likely will continue, in the number of lawsuits filed that allege unconstitutional 
regulatory "takings", inverse condemnations, and federal civil rights statute violations. New lawsuits, 
some already filed and some anticipated, involving Indian hunting and fishing and other jurisdictional 
issues will further strain already stretched resources. If the agreement concerning the 1854 Treaty 
area (lhe Arrowhead Region) comes unravelled, much more attorney time will be required, and 
perhaps lengthy complex litigation will result. 

The enforcement and incident response staff at the Agronomy Services Division has increased by 
24 in 1990, and 12 new agricultural chemical investigators will come on next year. That will mean 
more cases and more litigation. Moreover, once the department completes the hiring and training 
process for its new staff, the division will refer a number of the older enforcement and incident 
response files to the Agriwiture Division for legal action. 

On July 1, 1990, the new Agricultural Chemical Response and Reimbursement Account (ACRRA) 
went into effect. ACRRA is funded by license and permit fee surcharges on the agricultural 
chemical industry and will be available to reimburse eligible persons for their reasonable cleanup 
expenses. The Agriculture Division will represent the Department of Agriculture before the new 
ACRRA board, particularly in cases where the department believes an eligible person is not entitled 
to full reimbursement. This new program will therefore require attorney time to handle 
reimbursement disputes, both administratively and in the courts. 
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The Department of Agriculture is seeking a series of amendments to the stale food laws in the 
upcoming legislative session. Thal package will involve more inspections, and likely entail substantial 
increases in the number of administrative and civil prosecutions. If the department's proposals are 
enacted, there will be a significant increase in the demand for legal secvices. 

In addition, the department is promulgating new rules to implement the 1990 wholesale produce 
dealers bonding legislation that was passed to implement the recommendations of the department's 
contract fanning task force. Once the rules are in place, the division will have to take a number of 
bond disputes lo administrative hearings. 

The F.Y. 1991 RIM signup had approximately $750.0 available. RIM already has a $1 million 
commitment from the Legislative Commission on Minnesota Resources (LCMR) over the next 
biennium. The Board is requesting $12 million from the legislature; if they are successful, there will 
be a startling increase in their need for legal services. Over the next biennium, the division 
anticipates an increase in RIM enforcement work, particularly if fann income drops. The new M.S. 
40.46, which requires the board to review all state land sales and withhold ease~ents for marginal 
farmland and other protected categories, will also increase the need for legal advice and guidance. 

The operation of federal law also impacts the Public Utilities Division. Because of deregula,.tion, the 
number of entrants into the market has significantly increased. This has meant additional work for 
the division and the PUC in the fonn of rate regulation, consumer complaint resolution, and 
examination of allegedly anti-competitive practices by utilities. Mergers have become frequent, 
necessitating close scrutiny. Deregulation of prices has had a dramatic effect on the gas industry, 
which has translated into added work for the division. In this federally-deregulated environment, a 
greater burden has fallen on the agency and its attorneys. The division has also been heavily 
involved in litigation over state-defined electric service boundaries, and this litigation is expected to 
continue into the first half of the biennium at least. Legislative initiatives in incentive regulation of 
telephone companies, changes to the Cold Weather Disconnection Rule and extended area telephone 
service have added to the demand for legal support. Finally, technological changes in the 
telecommunications industry are forcing change in the industry itself, which impacts on the work of 
the PUC and the division. 

Alternatives Considered: 

The office anticipates increasing costs in the Public Resources Program as a result of increased salary 
costs, 1837 Treaty litigation and environmental protection enforcement. The preferred alternative 
is a separate salary supplement appropriation as has been the practice for several biennia. Without 
a salary supplement appropriation alternatives would include no raises, reduced raises, reduced hours, 
leave without pay, lay offs, or a combination of these measures. Reducing or reallocating staff will 
cause serious, in some situations, unacceptable delays in enforcing or protecting the state's vital legal 
interests. The net result will be lost revenue or additional expenditures. In order to meet the other 
costs, the office identified the following alternatives for consideration: 

At a minimum, if current staff are to handle the 1837 Treaty Indian litigation in an adequate fashion, 
additional financial resources must be made available. A different alternative would be to hire 
outside counsel to assume the full burden of the litigation. However, given the Wisconsin experience 
on the 1837 Treaty litigation, and Minnesota's past experience with outside counsel, the total cost 
for the biennium easily could exceed 1 million dollars under this option. 

A cost recovery unit could be established to review claims and initiate actions necessary to presecve 
claims and recover cleanup expenses paid out by the state. If the cost recovery unit is not 
established, the costs will not be recovered or presently assigned attorneys will have to undertake cost 
recovery actions, resulting in a substantial reduction or elimination of other legal advice and 

assistance to the MPCA Superfund and Tanks and Spills programs, including assistance in important 
administrative enforcement matters necessary to achieve additional environmental cleanups. 

The present• complement of EPD cannot meet the new demand of DAQ without eliminating legal 
assistance to other programs. Even elimination of legal assistance may not be enough if major 
litigation occurs. 

fi&!: 

• Cost Recovery Unit F.Y. 1992 $0 F.Y. 1993 $0 

The Attorney General recommends that a cost recovery unit be established in the Environmental 
Protection Division with up to 3 agency funded attorney positions phased in as required over the 
biennium. This unit would be dedicated to take all actions necessary to recover state monies paid 
out for environmental cleanups and injury compensation. The funding for the unit would come from 
appropriations to client agencies from the Superfund, the Petrofund and the Ha7.ardous Substance 
Compensation Fund. 

• Air Quality F.Y. 1992 $0 F.Y. 1993 $0 

The Attorney General recommends that the EPD attorney complement be increased by 2 positions 
to handle DAQ legal needs. The funding would come from MPCA fees. 

• 1837 Treaty Litigation F.Y. 1992 $130.0 F.Y. 1993 $0 

The Attorney General will proceed with the 1837 Treaty litigation using current staff. However, the 
office is seeking $130,000 to cover the litigation expenses. 

GOVERNOR'S RECOMMENDATION: 

Recognizing the distinction between separate branches of government, the Governor respectfully 
acknowledges the right of the Attorney General's Office to present its budgetary needs directly to 
the legislature for consideration. 
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PROGRAM: 

ATTORNEY GENERAL 
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ACTIVITY RESOURCE ALLOCATION: 

PUBLIC RESOURCES 

----------------
TOTAL EXPENDITURES BY ACTIVITY 

DETAIL BY CATEGORY: 
----------------
STATE OPERATIONS 
LOCAL ASSISTANCE 
----------------
TOTAL EXPENDITURES BY CATEGORY 

SOURCES OF FINANCING: 
---------------------
DIRECT APPROPRIATIONS: 

GENERAL 
STATUTORY APPROPRIATIONS: 

FEDERAL 
AGENCY 

===========----
TOTAL FINANCING 

1992-1993 BIEN NI Al BU OGE T 
(DOLLARS IN THOUSANDS) 

FY 1989 

2,136 

2,136 

2,116 
20 

2,136 

FY 1990 

2,780 

2,780 

2,718 
62 

2,780 

Est. 
fY 1991 

2,948 

2,948 

2,698 
250 

2,948 

2,038 2,509 2,856 

98 84 92 
187 

2,136 2,780 2,948 

Adjusted 
Base 

2,919 

2,919 

2,919 

2,919 

FY 1992 

Agency 
Pian 

3,049 

3,049 

Governor 
Reco11vn. 

2,919 

2,919 

3,049 2,919 

3,049 2,919 

2,827 2,957 2,827 

92 92 92 

2,919 3,049 2,919 

Adjusted 
Base 

2,901 

2,901 

2,901 

2,901 

FY 1993 

Agency 
Pian 

2,901 

2,901 

2,901 

2,901 

Governor 
Recomm. 

2,901 

2,901 

2,901 

2,901 

2,809 2,809 2,809 

92 92 92 

2,901 2,901 2,901 
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General Fund 

GOVERNOR'S RECOMMENDATION: 

&penditures 
General Fund 

Revenues 
General Fund 

Requires statutory change: Yes 
Statutes Affected: 

ITEM SUMMARY: 

F.Y. 1992 

$ -0-

$ -0-

$ -0-

$ -0-

X 

1992-93 Biam.ial BudgCl 

Dollars in TI1ousands 
F.Y. 1993 F.Y. 1994 F.Y. 1995 

$ -0- $ -0- $ -0-

s -0- $ -0- s -0-

$ -0- $ -0- $ -0-

$ -0- $ -0- $ -0-

No 

With funding from the MPCA and the Hazardous Substance Injury Compensation Board (HSICB), 
the Attorney General is requesting an additional 3 positions to establish a cost recovery unit. The 
unit would pursue all actions necessary to recover state monies paid out for environmental cleanups 
and injury compensation. 

RATIONALE: 

The state's Superfund and Petrofund laws were enacted under the premise of "cleanup now, litigate 
later." The "litigate later" portion is now coming into focus. Since their implementation in 1983 and 
1987 the Superfund and Petrofund programs have incurred recoverable expenses. Over $3 million 
of these cleanup costs are recoverable now. In addition, the HSICB has paid $223.9 in claims which 
are also recoverable. Some claims are now approaching the 6-year statute of limitations. The 
Attorney General has the authority to recover these claims. The Attorney General must take legal 
action before these claims are permanently barred. 

A cost recovery unit will review claims and initiate actions necessary to preseive the state's right to 
recover cleanup expenses paid out by the state. If the cost recovery unit is not established, costs will 
not be recovered or presently assigned attorneys will have to undertake cost recovery actions, 
resulting in a substantial reduction or elimination of other legal advice and assistance to the MPCA 
Superfund and Tanks and Spills programs, including assistance in important administrative 
enforcement mauers necessary to achieve additional environmental cleanups. 

GOVERNOR'S RECOMMENDATION: 

Recognizing the distinction between separate branches of government, the Governor respectfully 
acknowledges the right of the Attorney General to present its budgetary needs directly to the 
Legislature for consideration. 
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AGENCY PLAN: 

&penditures 
General Fund 

Revenues 
General Fund 

GOVERNOR'S RECOMMENDATION: 

&penditures 
General Fund 

Revenues 
General Fund 

Requin:s statutory c:haoge: Yes 
Statutes Affected: 

l1EM SUMMARY: 

F.Y. 1992 

$ -0-

$ -0-

$ -0-

$ -0-

X 

1992-93 Biennial Budget 

Dollars in Thousands 
F.Y. 1993 F.Y. 1994 F.Y. 1995 

$ -0- $ -0- $ -0-

$ -0- $ -0- $ -0-

$ -0- $ -0- $ -0-

$ -0- $ -0- $ -0-

No 

The Federal Clean Air Act reauthorization will produce new revenue for the MPCA, and a dramatic 
increase in demand for legal assistance to interpret, implement and enforce the complex requjrements 
of the new act. To meet the demand the Attorney General requests 2 additional positions to be 
funded by the MPCA with revenue from fees associated with the act. 

RATIONALE: 

The Clean Air Act Amendments of 1990 establish major program changes or whole new programs 
in the following areas: nonattainment areas (those areas that do not attain national air quality 
standards), mobile sources of pollutants, such as cars, air toxins acid deposition, permits and 
enforcement. In one year, EPA will issue regulations that will require states to revise their permit 
programs to meet the requirements of the new act. This revision will be the most significant, 
immediate, and complex action required of the states under the new act. The number of regulated 
sources of pollution will double, which increases the permit workload, as well as the number of 
enforcement matters that will arise. 

This act is the most important change in air quality regulation since 1977. It establishes a daunting 
agenda for EPA and the states, and the MPCA will require much assistance from the Attorney 
General's office to interpret and implement it. 

GOVERNOR'S RECOMMENDATION: 

Recognizing the distinction between separate branches of government, the Governor respectfully 
acknowledges the right of the Attorney General to present its budgetary needs directly to the 
Legislature for consideration. 
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&penditun::s 
General Fund 

Revenues 
General Fund 

GOVERNOR'S RECOMMENDATION: 

Expenditures 
General Fund 

Revenues 
General Fund 

Requires statutory change: Yes 
Statuta Affected: 

ITEM SUMMARY: 

F.Y. 1992 

$ 130.0 

$ -0-

$ -0-

$ -0-

X 

1992-93 Biennial Budget 

Dollars in Thousands 
F.Y. 1993 F.Y. 1994 F.Y. 1995 

$ -0- $ -0- $ -0-

$ -0- $ -0- $ -0-

$ -0- $ -0- $ -0-

$ -0- $ -0- $ -0-

No 

The Attorney General's Office is seeking an appropriation of $130.0 for litigation expenses associated 
with this lawsuit. 

RATIONALE: 

In mid-1990 the Mille Lacs Band of Chippewa Indians sued the state of Minnesota seeking rights, 
unlimited and unregulated by state laws, to hunt, fish, and "gather' in a large portion of east central 
Minnesota, including the Mille Lacs Lake area. The rights, alleged to be guaranteed by a treaty 
signed in 1837, are located in an area over 3 million acres in size, and comprised of parts of 12 
counties (Crow Wing, Morrison, Benton, Aitkin, Mille Lacs, Sherburne, Kanabec, Isanti, Anoka, 
Washington, Chisago, and Pine). This conflict involves the Minnesota portion of the same treaty area 
that has been in dispute for years in Wisconsin. Wisconsin has been litigating various aspects of the 
issue for over 16 years, and has been a party to 13 separate federal court opinions on the subject. 
Wisconsin court rulings have no binding effect in Minnesota because Minnesota is governed by the 
courts of a different federal circuit. Since the early stages of its litigation Wisconsin has had 2 
attorneys working full-time on the litigation, and has at times had up to 5 attorneys working on it. 
During the past 5 years, in addition lo its own staff costs, Wisconsin has spent roughly $400.0 on 
outside consultants and $50.0 on travel for legal research, negotiation and strategy conferences, and 
depositions. Wisconsin counties, who recently hired private counsel lo represent them in the dispute, 
reportedly have paid close to $1 million already in legal fees. The state of Wisconsin also reports 
that it is spending approximately $1 million a year in law enforcement expenses directly connected 
with the dispute. 

In Minnesota, defense of this litigation falls to current staff from the Attorney General's Office. 
Although the Attorney General has on his staff experts in this area of the law, this litigation has the 
potential of swallowing up vast resources and seriously affecting the legal services currently being 

Nen to the state, particularly in lhe natural resources field. $130.0 is the current estim: 
additional expenses to litigate this matter. These expenses are in addition to the staff w,, 
assigned to defend the state against this lawsuit. 

GOVERNOR'S RECOMMENDATION: 

·the 
.,II be 

Recognizing the distinction between separate branches of government, the Governor respectfully 
acknowledges the right of the Attorney General to present its budgetacy needs directly to the 
Legislature for consideration. 
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PROGRAM PURPOSE: 

The Human Resourcea Program enforces Minnesota's health, welfare and correction laws. 

11 The Health Division protects the public health by representing the Department of Health (DOH). 
The division's attorneys grapple with legal issues which arise out of the department's efforts to 
limit and contain the spread of contagious diseases, such as AIDS, hepatitis, herpes, tuberculosis, 
and measles. Foodborne illness outbreaks, associated with pathogens such as Shigella, Salmonella, 
and the Norwalk virus, require quick action to either temporarily close the establishment 
associated with the cause of the illness or to obtain confidential information so that the source 
of the public health threat can be identified and then eliminated. The division also represents 
the department in regulatory actions which result in many public health benefits such as improving 
conditions for residents of nursing homes; assuring that health maintenance organizations provide 
proper care in a cost effective manner; protecting the quality of that essential resource, our 
drinking water; and assuring in many other ways that the people of Minnesota will continue to 
live in a healthy and safe environment. 

11 The Human Servioea Division represents the Minnesota Department of Human Services (DHS), 
the largest state agency, with a biennial budget of approximately $3 billion. The size and 
complexity of the responsibilities assigned to the agency are reflected in the size of the Human 
Services Division 3nd the scope of its duties. 

1. OHS sets rates for virtually all the nursing homes and group homes for persons with mental 
retardation in Minnesota. By statute private paying patients may not be charged more than 
the rate DHS sets, the rates, therefore, are critical to the facilities. When informal dispute 
resolution fails, Human Services Division staff handles appeals and other legal challenges 
to the rate setting rules. Annually the appeals number in the hundreds. 

2. Since the vast majority of the persons served in DHS's 8 regional treatment centers and the 
Minnesota Security Hospital are there by virtue of court order, the amount of Human Service 
Division legal work associated with their admission, treatment, cost of care and discharge is 
very high. Complex data practices, AIDS, funding and treatment issues invariably arise in 
a health care system of this size. 

3. Recent changes in state law allow DHS to place troubled community based services into 
receivership and operate them directly until a new buyer is found or every resident is safely 
moved. These statutes have benefitted the residents and their families but have strained the 
resources of OHS and Human Services Division staff because leases, employees, food, 
insurance and services must be realigned immediately, usually with little advance notice. 

11 The Com:ctiooa Division defends the Minnesota Department of Corrections (DOC) against claims 
brought by inmates which allege violations of their first amendment rights, fifth and fourteenth 
amendment rights, and eighth amendment guarantee against cruel and unusual punishment; 
claimed violations of the Minnesota Human Rights Act; and petitions for a writ of habeas corpus 
which challenge the lawfulness of the conditions of prisoner confinement. The division also 
responds to legal questions arising from the operation and administration of the prison system. 

PERFORMANCE: 

Health Division 

The Health Division's goal is often to avoid litigation so as to enable public health officials to act 
quickly. For example, cooperation between public health orticials and individuals and businesses 
associated with the cause of the illness speeds the identification and elimination of the source of a 

foodborne outbreak and its adverse effect on the public. Several large scale outbreaks which have 
required intensive legal services include the 1988 Shigella outbreak associated initially with the 
Minnesota Vikings and ultimately implicating Northwest Airlines and Marriott In-Flight, Inc., and 
the 1989 Salmonella Javiana outbreak which demonstrated, for the first time, that cheese food 
products can contain salmonella and resulted in recommendations for changes in the industry 
standards for pasteurization and processing. 

Assuring that the elderly citizens of the state who reside in nursing homes receive proper care is 
perhaps the.most significant of the regulatory and enforcement activities which require legal counsel. 
During F.Y. 1989-90, the Health Division successfully concl_uded several contested case hearings 
against Beverly Enterprises, Inc., the owner of the largest number of facilities in the state. The 
actions were commenced after investigations by the DOH disclosed repeated violations of state 
nursing home standards in 2 of its facilities. As a result of the Health Division's aggressive pursuit 
of these actions, Beverly agreed to a settlement which included: revocation of the licenses of 2 
nursing homes with the worst health inspection records; increased nursing staff, in service training, 
and consulting services in Beverly facilities; and payment for and publicizing of a statewide hotline 
staffed by DOH monitors to receive complaints about Beverly nursing homes. 

In another major enforcement action, the Health Division assisted the DOH in reviewing an 
arbitration award which would have required MedCenters Health Plan, an HMO, to pay millions 
of dollars to Park Nicollet Medical Center, a large medical clinic. The department decided that the 
award would have caused MedCenters to become insolvent, thereby jeopardizing health care coverage 
for almost 300,000 Minnesotans. After successfully litigating the matter in both state and federal 
courts as well as before an administrative law judge, the Health Division negotiated a comprehensive 
settlement which, among other things, saved MedCenters enrollees between $3-4 million in excessive 
premiums. 

Human Services Division 

Following the Supreme Court decision of Jarvis v. Levine, in January, 1988, treatment .with 
neuroleptic medications in OHS facilities requires court involvement. Human Service Division staff 
handled over 300 hearings in F.Y. 1990, more than a dozen appeals to the court of appeals, and 
spent hundreds of hours with court personnel, county attorneys and regional treatment center staff 
attempting to facilitate the prompt review of treatment decisions. A sharp increase in petitions for 
writs of habeas corpus by persons who are mentally ill and dangerous seeking discharge occurred 
in F.Y. 1990. 

The Human Services Division rate of success in the trial and appellate state and federal courts is 
excellent. In addition to successfully handling hundreds of Jarvis cases and related appeals, over a 
dozen appellate cases concerning nursing home rates have furthered the development of 
administrative law in Minnesota and resolved reimbursement issues affecting hundreds of nursing 
homes and group homes. Historically, OHS has not kept precise statistics concerning the dollar 
value of appeals because, most often, OHS is concerned with insuring the preservation of the legal 
principles set forth by the Legislature for rate setting. However, it is possible to state that in F.Y. 
1990, the Rate Appeals Unit secured about $2.5 million for the state. The dollar value of appeals 
currently pending in the unit is over $11 million. 

The federal entitlement programs such as Medical Assistance and AFDC, along with their state 
counterparts, General Assistance and GAMC, operate in a complex web of statutes and rules which 
confound even the initiated. With help from Human Service Division staff, DHS has made a 
dramatic proposal for welfare reform and received approval from the federal government to proceed 
to develop it. 

In R.S. v. State of Minnesota, the Minnesota Supreme Court upheld the statutory provision allowing 
children who may have been victims of abuse to be interviewed by trained social workers without 
parental consent, based in part on the Court's appreciation that, parents are often the perpetrators 
of abuse and advance notice to them could place some children at serious risk. 
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In addition to these cases which advanced the purposes of government and firmly established key 
principles which will guide the delivery of human services, the Human Services Division has assisted 
OHS in the recovecy of $900.0 per year for care delivered to recipients when non-state funds were 
available to help defray the costs. Although these activilies do not constitute a significant percentage 
of the division's activities, they covered its total cost in F.Y. 1988-89. 

Other Human Service Division litigation helped prevent increases in state and county expenditures. 
For example, in Berg v. Wynia, plaintiffs sought an order requiring OHS to provide monthly notice 
and a trial-type hearing when an AFDC recipient challenged the amount of child support fotwarded 
by the county. Human Services Division staff successfully avoided that cost by obtaining court 
approval of a far simpler process of quarterly notices and an administrative review. This compromise 
will save the counties money and protect limited staff time while assuring that AFDC recipients gel 
proper payments. 

In the past few years, OHS has developed multi-million dollar state-wide computer systems. The 
Human Services Division has handled the complex bidding required to assure that the vendors meet 
detailed procurement specifications. As a result of vigilant monitoring by OHS and Human Services 
Division staff, OHS will save several hundred thousand dollars on 1 contract. 

Corrections Division 

The Corrections Division handles approximately 85 cases per year. These cases, which are brought 
by inmates, frequently request in excess of $100.0 in relief. In F.Y. 1990, however, the state paid 
out only $.2 in damages. In Bailey v. Wood, (a Section 1983 lawsuit filed by an inmate who had 
been assaulted by another inmate at the correctional facility at Oak Park Heights), a jury returned 
a verdict of approximately $87.0 against the warden of a correctional facility, but a division attorney 
persuaded the appellate court to overturn the award. 

PROSPECfS: 

The Health Division's work should increase as a number of the environmentally related department 
programs are implemented. The programs include asbestos abatement, M.S. 326.70-.82 (1988), 
enacted in 1987 and now fully operational; lead abatement, M.S. 144.851-862 (Supp. 1989), and M. 
Laws 1990, ch. 533; infectious waste control, M.S. 116.75-.83 (Supp. 1989); water well code 
enforcement, M.S. ch. 1031 (Supp. 1989), an existing program which has been substantially bolstered; 
and safe drinking water act enforcement, an existing program which received substantial increases 
in staff (50 positions) and money in 1989, M. Laws 1989, ch. 326, art. 10, section 1, subd. 2. 

While the enabling legislation was enacted in 1987, the enforcement aspect of the home care 
licensure program, established pursuant to M.S. 144A43-.48 (1988) will become operational in F.Y. 
1991. The regulatory process includes provisions for fining home care agencies, similar to the fining 
system imposed on nursing homes. Accordingly, the Health Division expects to see a number of 
contested case hearings arising out of the program. 

The implementation of the nurse aid registry requirements and the reporting and investigation of 
abuse and neglect allegations will result in the need for additional DOH legal services. This system 
gives individuals ( not just nurse aids but any nursing home staff) alleged to have abused or neglected 
a nursing home resident the right to a hearing. Contested cases will result from this provision, but 
the numbers are unknown. 

Another provision which has an unknown but potentially significant impact is M.S. 144Al03 (Supp. 
1989). Whenever the Commissioner determines that the death of a nursing home resident was a 
result of abuse or neglect which could forseeably have resulted in death or injury, a civil fine of 

U,000 is imposed. Most of these fines are expected to be appealed. 

The expansion of patients' rights is likely to increase the Human Sa:vioe Diviaioo'a workload, as are 
projected cuts in benefits or payments made by OHS. Historically, when budget cuts were made at 
OHS, the amount of litigation increased as those who suffered losses or decreases attempted to 
challenge the changes in law. 

In some specific areas, the Human Services Division has fallen behind on litigation. Licensing cases 
of group homes and day care center are behind. Unlicensed day care centers continue to operate. 
Division staff has not kept pace with the increased number of group homes and day care centers. 
The risk to the wlnerable adults and children served by these facilities increases when licensing cases 
are not pursued. 

The United States Supreme Court decision in Wilder v. Virginia Hospital Ass'n gave nursing homes, 
hospitals and group homes for persons with mental retardation a possible basis for legal action 
against states to contest the reasonableness of the reimbursement system. Minnesota can anticipate 
a challenge. Current large field audit cases are monopolizing the time of several attorneys, and 
additional cases are awaiting action. Three hundred eighty-eight appeals were pending in the Rate 
Appeals Unit on 6/30/90. Most of the pending appeals are field audits. The largest cases, requiring 
the time of 2 attorneys, 1 legal assistant and 1 secretary, can be expected to take at least 2 years 
to resolve. There are at least 4 large field audit appeals pending at the OHS but not yet referred. 
In addition, many small field audit appeals are expected. OHS also intends to concentrate more 
resources on completing field audits. This will inevitably result in more field audit appeals and 
referrals to the Rate Appeals Unit. In addition, district court litigation recently won by OHS at the 
Supreme Court level will result in the reactivation of at least 56 appeals. 

As the Minnesota prison population continues to increase, the Cmn::diom Division expects an 
increase in Section 1983 lawsuits and habeas corpus petitions. The prison population has increased 
by approximately 400 inmates each year for the past 3 fascal years. The growing prison population 
coupled with inmates' litigious tendencies have in the past resulted in an increase in the division's 
workload. In the last year, 85 litigation cases were filed by inmates in state and federal courts. 

Without the help of the Civil Litigation Division of the Solicitor General's Section in Degidio. 
Anthony, el. al. v. Perpich1 et. al. and Graham, Ervin, et. al. v. Orville Pung, et. al., the Corrections 
Division would have been unable to keep up with other DOC defense. 

Alternatives Considered 

The office anticipates increasing costs in the Human Resources Program as a result of increased 
salary costs and demands for legal assistance. The preferred alternative is a separate salary 
supplement appropriation as has been the practice for several biennia. Without a salary supplement 
appropriation alternatives would include no raises, reduced raises, reduced hours, leave without pay, 
lay offs, or a combination of these measures. Reducing or reallocating staff will cause serious, in 
some situations, unacceptable delays in enforcing or protecting the state's vital legal interests. The 
net result will be lost revenue or additional expenditures. 

In order to meet increasing legal demands several alternatives are proposed for consideration. For 
the most part these alternatives have only marginal cost saving benefits or shift costs to the agency 
but may be a more accountable way of dealing with the anticipated increased workload: 

Have the DOH assume greater responsibility for all rulemaking functions, including submitting all 
documents to and making virtually all presentations to the Office of Administrative Hearings. The 
attorney role would be reduced, with respect to most rulemaking proceedings, to that of review, 
advice, and attendance at rulemaking hearings. 

Delegate to the DOH for approval appropriate groups of contracts Attorney General authority to 
review and approve for form and legality. 
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Mitigate the need for more permanent attorney services by having the DOH directly fund a 
temporary law clerk position, in addition to the half-time AIDS law clerk position it is currently 
funding. 

Several changes have been made to meet the legal representation requirements of DHS with current 
Human Service Division staff levels, such as contracting with county attorneys to handle neuroleptic 
medication hearings in F.Y. 1990, delegating contract signature authority, rule review and contested 
case review to DHS staff, and delaying the timeliness of responses to requests for legal analysis. The 
only other alternatives for keeping up with legal services are to shift more work to county attorneys 
and DHS staff attorneys and allow the backlogs to grow. 

Referral of more DHS rate appeals cases to outside attorneys has been considered and rejected. 
This approach has been tried in the past and has proven more expensive. The development of policy 
through the administrative process has also suffered through this approach. 

Continued funding of the Rate Appeals Unit by the DHS has been considered. However, the 
Attorney General's Office is a more appropriate source of funding since the nature of the work falls 
squarely within the Attorney General's statutory authority. 

~= 
11 Rate Appeals F.Y. 1992 $178 F.Y. 1993 $178 

The funding of the Rate Appeals Unit through a "special projects account" expires on 6/30/91. 
Without additional funding the strides made in the last 4 years will be erased and a new crisis 
will result. Providers will renew their request for a court order forcing the DHS to begin formal 
contested cases for all outstanding appeals. This request continues funding for 3 attorneys, and 
1 legal assistant. A larger unit would be able to be more assertive of these state's interests and 
more timely in resolving rate disputes but due to the limitations of the budget no new staff are 
requested. 

GOVERNOR'S RECOMMENDATION: 

Recognizing the distinction between separate branches of government, the Governor respectfully 
acknowledges the right of the Attorney General's Office to present its budgetary needs directly to 
the legislature for consideration. 
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AGENCY: 
PROGRAM: 

ATTORNEY GENERAL 
HUMAN RESOURCES 

ACTIVITY RESOURCE ALLOCATION: 

HUMAN RESOURCES 

---------------
TOTAL EXPENDITURES BY ACTIVITY 

DETAIL BY CATEGORY: 

FY 1989 

1,686 

1,686 

FY 1990 

1,765 

1,765 

IEs-t. 
FY 1991 

----------------------
1,905 

1,905 

STATE OPERATIONS 1,686 1,765 1,905 

----------------------------------- ----------- ----------- -----------
TOTAL EXPENDITURES BY CATEGORY 1,686 1,765 1,905 

SOURCES Of FINANCING: 
---------------------
DIRECT APPROPRIATIONS: 

GENERAL 1,686 1,765 1,905 
STATUTORY APPROPRIATIONS: 
===========-======================= =========== ==--=====-= ==========-
TOTAL FINANCING 1,686 1,765 1,905 

Adjusted 
Base 

1,553 

1.,553 

FY 1992 

Agency 
Plan 

1,731 

1,731 

Governor 
Recomm. 

1,553 

1.,553 

1,553 1,731 1,553 
----- ----------- -----------
1,553 1,731 1,553 

1,553 1,731 1,553 

1,553 1,731 1,553 

Adi US-teal 
Base 

1,552 

1,552 

fY 1993 

Agency 
Plan 

1,730 
----------------------

1,730 

Governor 
Recomm. 

1,552 

1,552 

1,552 1,730 1,552 

----- ----------- -----------
1,552 1,730 1,552 

1.,552 1,730 1,552 

1,552 1,730 1.,552 
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AGENCY PLAN: 

&peoditurea 
General Fund 

Revenues 
General Fund 

GOVERNOR'S RECOMMENDATION: 

&peoditurea 
General Fund 

Revenues 
General Fund 

Requires atatutory change: Yes 
St.atutea Affected: 

flEMSUMMARY: 

F.Y. 1992 

$ 178 

$ -0-

s -0-

$ -0-

X 

1992-93 Biennial Budget 

Dollars in Thousands 
F.Y. 1993 F.Y. 1994 F.Y. 1995 

$ 178 $ 178 $ 178 

$ -0- s -0- $ -0-

$ -0- $ -0- $ -0-

$ -0- $ -0- $ -0-

No 

After Department of Human Service Staff have emausted the settlement remedies available to them, 
disputes with nursing homes and group homes regarding their rates are referred to the Attorney 
General for litigation. This decision item is needed to fund the Attorney General staff who are 
litigating these cases. 

RATIONALE: 

A Rate Appeals Unit was formed in 1987 to address the nursing home and group home appeals 
backlog. The backlog had become severe enough to spawn an attempt by a nursing home provider 
organization to obtain a district court order forcing the DHS to begin formal contested cases for all 
outstanding appeals. At that time, there were over 2,000 backlogged appeals, many of them dating 
back to the 1970's. Although appeals were being filed every year, virtually no appeals staff existed 
in the department until the early 1980's when the number of unresolved appeals had reached 1,000. 

To understand why the backlog occurred, the nature of the work done must be appreciated. 
Providers are entitled to a formal administrative appeal process. That process may include: discovery, 
the filing of legal briefs, evidentiary hearings, the filing of exceptions to the commissioner, the 
development of a commissioner's order and appellate review by the court of appeals and Supreme 
Court. Even in relatively straightforward cases, this process can easily take 2 years. In 1 case, 3 
years and nearly 1,100 attorney hours have been spent litigating primarily procedural issues through 
2 appearances at the court of appeals and 2 denials of review by the Supreme Court. The case was 
remanded to the Office of Administrative Hearings where it remains pending. With very little staff 
available to work on these cases, a backlog quickly developed. 

Even though the amount of staff time devoted to processing rate appeals has increased steadily 
since the early 1980's, approximately 500 new appeals were filed every year. By the late 1980's, 

unresolved appeals numbered more than 2,000. To cope with the crisis, several more attorneys were 
added to the department staff and the Attorney General's Rate Unit -- consisting of 4 attorneys, 1 
legal assistant and 2 secretaries -- was formed. Temporary funding was established through a "special 
projects account." However, funding for the unit is set to expire on 6/30/91. 

Dissolving the Rate Appeals Unit will produce new backlogs. The overall number of outstanding 
appeals has dropped significantly and very few old appeals remain. Although the immediate crisis 
has abated, the focus of the unit should be shifted to address 2 enduring problems. First, adequate 
staff must be maintained so that a new crisis does not redevelop. If Human Service Division staff 
levels are returned to pre-Rate Unit levels, it is not difficult to see that another backlog will develop 
again very quickly. It is notable that development of a backlog carries with it issues and litigation 
which are costly to the state. For example, the coqx>rate owners of nine nursing homes have sought 
to prevent the department from continuing contested case proceedings against them involving alleged 
MA overpayments of $1.4 million. The coqx>rations had dissolved after appealing the department's 
rate notices and claimed that the department was precluded from pursuing them because a statute 
of limitations had run. The Minnesota Supreme Court ultimately upheld the Department's position. 
If adequate resources are allocated to prevent the accumulation of a backlog, this type of problem 
can be avoided in the future. Second, field audit appeals which have been referred to the Rate 
Appeals Unit in large numbers over the past 2 years are expected to require a tremendous amount 
of effort. The overall number of desk audit appeals referred to the unit has dropped from a high 
of 357 the first year of the unit to 51 in F.Y. 1990. This reflects the existence of a large backlog 
when the unit was formed and the easing of that backlog since that time. However, in the last 3 
years the department has referred 378 field audit appeals. This is significant because, generally, field 
audit cases are larger, more complex, involve more dollars and are more difficult to settle and 
litigate. Also, in field audit cases the provider keeps the disputed funds until there is final resolution. 
Lengthy delays diminish the real value of the dollars recovered and benefit the providers. During 
the life of the unit, the focus has shifted to resolving field audit appeals. In F.Y. 1988, there were 
516 desk audit appeals pending in the unit and 194 field audits. At the end of F.Y. 1990 there 
were 53 desk audit appeals and 326 field audits. In 1987, unit attorneys spent 3% of their time on 
field audits. By F.Y. 1990, that figure had increased to 87%. DHS hopes to increase its field audit 
efforts to fulfill its goal of field auditing 25% of the providers every year. 

Since new rate setting rules were promulgated in the mid-1980'1, the department has possession of 
disputed funds until a desk audit appeal is resolved. Providers are dependent upon resolution of 
appeals in order to receive additional reimbursement to which they may be entitled. Therefore, the 
provider industry would most likely agree with the need to maintain an adequate appeal staff and 
to resolve the appeals in a timely manner. 

GOVERNOR'S RECOMMENDATION: 

Recognizing the distinction between separate branches of government, the Governor respectfully 
acknowledges the right of the Attorney General to present its budgetary needs directly to the 
Legislature for consideration. 
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PROGRAM PURPOSE: 

The Law Eofonxment Program embraces enforcement of a wide range of fundamental laws on behalf 
of the citizens of Minnesota. Those laws can be grouped generally into 2 areas: 1) protection of 
market place integrity; and 2) protection of persons and property. 

1. PROTECTION OF MARKET PLACE INTEGRITY 

The Attorney General enforces laws which, collectively, work to protect the integrity of the 
marketplace and to maintain a fair, honest and healthy economic environment in Minnesota. 

1111 The Consumer Division protects consumers against false advertising, "bait-and-switch" sales 
practices, pyramid schemes, home repair fraud, product safety hazards, fraudulent investment 
schemes, door-to-door sales frauds, auto repair scams, and a litany of other consumer frauds. The 
division also contains a mediation unit which receives over 100,000 telephone calls and 12,000 
written complaints annually. Individual consumer complaints are mediated and settlement is 
attempted for all written complaints. 

1111 The Antitrust Division promotes free and open competition by investigating and prosecuting 
antitrust offenses having an economic effect on the economy of Minnesota. The division conducts 
all antitrust litigation on behalf of the state. The division goes to court to recover damages 
suffered by the state and its citizens as victims of antitrust violations. Such damage litigation 
often takes the division into other venues to aggressively pursue claims on behalf to t~e state. 
In addition to its litigation responsibilities, the division advocates competition within the free 
market system by participating as amicus curiae, usually in the federal courts of appeal and 
supreme court, by advocating the public interest before federal antitrust agencies and by advising 
state agencies, and local governments as to the proper interpretation of the antitrust laws. 

11 Charities are big business. Charitable organizations and trusts registered with the Attorney 
General's Cllarities Division have total assets valued at more than $16.2 billion. Last year, 
Minnesota business organizations gave $270 million dollars and individual Minnesotans gave 
approximately $2 billion to charity. The Attorney General is the only public official given the 
oversight responsibility and legal authority to assure that charities are legally raising, spending, and 
investing their assets. 

The Charities Division's primary responsibilities over charity include: 1) detecting and prosecuting 
charity abuse, including self-dealing, fraud, and misappropriation of funds by charities and their 
professional fl!nd-raisers; 2) maintaining a registry of charities, charitable trusts, and professional 
fund-raisers, including computerizing and maintaining for public access all financial statements of 
registered organizations; 3) reviewing and approving all complex transactions of nonprofit 
charitable corporations, including dissolutions, to prevent the improper diversion of charitable 
assets. 

1111 The Gambling Division advises and represents the state agencies responsible for regulating the 
several legal forms of gambling in Minnesota. The division represents the Department of Gaming, 
the Gambling Control Board, the Racing Commission, and the State Lottery, as well as the 
Gambling Enforcement Division in the Department of Public Safety. The Gambling Division also 
handles all legal matters related to the control of gambling on Indian reservations in Minnesota. 
The division provides legal advice to the Gambling Control Board and its staff on a myriad of 
issues related to the licensing of gambling organizations, distributors and manufacturers. It also 
represents the Gambling Control Board in all disciplinary matters against the board's licensees, 
including providing guidance in the investigation of allegations of non-compliance, preparation of 
necessary documentation to support the initiation of disciplinary proceedings, and representation 
of the board in court and at all administrative proceedings. The Gambling Division provides 

consultation to the Racing Commission on licensing matters, advice to the stewar · 'qd the 
commission on disciplinary matters, advice to the Minnesota Racing Analytical Lal ,ry on 
security and test integrity, and initiates and prosecutes all civil disciplinary cases ab:...ast the 
commission's licensees. The State Lottery relies on the Gambling Division for advice on 
significant contract issues and representation at all administrative proceedings concerning the 
suspension or termination of retail contracts. The Gambling Division also represents the lottery 
in all district court proceedings. 

The 1988 federal Indian Gaming Regulatory Act establishes a regulatory structure over gambling 
on Indian lands and imposes on the state the responsibility for negotiating Tribal-State Compacts 
to govern certain forms of gambling in Indian country. The Gambling Division provides advice 
on complex legal issues to the negotiating committee appointed by the Governor. The Gambling 
Division also has primary responsibility for providing guidance in the implementation of the 
compact provisions and represents the state in all actions brought under the Indian Gaming 
Regulatory Act. 

1111 The legislature has consistently recognized the imbalance in representation in utility proceedings, 
which often favors large business interests to the detriment of residential interests. Without the 
Reaidential and Small Buaioeu Utilities Diviaioo, the residential and small business classes of 
utility users are without a voice in regulatory proceedings. They cannot even voice their 
disagreement by the discontinuance of service, since they are monopoly customers and utility 
services are necessities. The monopoly circumstances of small business and residential customers 
stand in sharp contrast with the growing opportunities for large business customers to use other 
alternative energy sources and private communication services and to pass their costs on to others. 
The role of this division is to serve as the advocate of residential and small business consumers 
to ensure that the regulatory process recognizes their unique status and economic problems. 

2. PROTECTION OF PERSONS AND PROPERTY 

The Attorney General's Office helps to protect the lives, health and property of Minnesota citizens 
against all forms of criminal activity by conducting aiminal prosecutions and handling criminal 
appeals in significant cases of statewide or multicounty interest. 

1111 The Criminal Diviaioo has a statutory responsibility to "appear for the state in all cases in the 
supreme and federal courts wherein the state is directly interested." M.S. 8.01. The Criminal 
Division directly handles brief-writing responsibility in felony appeals for all but the largest 6 of 
Minnesota's 87 counties. Those counties have agreed to handle their own appeals. The brief 
writing responsibility of the Attorney General's office would increase by 2 fold if the appeals of 
those counties were handled by the Attorney General. The Criminal Division investigates and 
prosecutes complex white-collar, environmental and charitable gambling crimes that are beyond 
the jurisdiction or experience of local law enforcement. The Criminal Division provides 
prosecutorial support, when requested, to county attorneys in conflict cases and cases involving 
particularly difficult crimes such as murders, drug cases, arsons, and criminal sexual conduct. This 
support helps to insure uniform standards of justice throughout the state by allowing small 
counties to draw upon prosecutorial resources that they might not otherwise have. 

111 The Medicaid Fraud Division has the dual mission of investigating and prosecuting financial 
fraud committed by health care providers against the nation's multi-billion dollar a year 
Medicaid program and investigating and prosecuting patient abuse or neglect occurring in any 
facility that receives Medicaid funds. The division can bring criminal charges against offenders 
or can seek civil or administrative sanctions. 

PERFORMANCE: 

Consumer Division 

During the last budget period, the Consumer Division generated more than 40 enforcement actions. 
Enforcement subjects included national advertising, environmental marketing, specialty contractors, 
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air purifiers, Aids testing, consumer electronics, cemeteries, airline and travel companies, landlord 
practices, automobile dealers, consumer credit, telemarketing, and health club activities. The division 
also presented testimony or filed comments on consumer issues with 5 federal agencies and was 
among the state leaders in curbing false or misleading nutritional and environmental advertising. 
Such activities generated a total of more than $1.6 million in fines, costs and restitution for 
Minnesota consumers. This division also includes a Mediation Unit which during the last budget 
period handled over 180,000 telephone calls and 22,000 written complaints. The case load of this 
unit has increased 16% in each year of the last biennium. The Mediation Unit settles 70% of the 
written complaints it receives. In 1989 it recovered $1.6 million for consumers and in 1990 it 
recovered $1.8 million. The Consumer Division thus accounted for over $5 million in fines, costs 
and recoveries for consumers in the last budget period. 

Antitrust Division 

During !he last 2 years the Antitrust Division has completed 16 enforcement actions on behalf of 
the state. The cases range in complexity from simple boycotts to massive, multi-district federal cases 
alleging attempts to monopolize. They include cases involving health care delivery systems, mortgage 
banking, waste hauling, house moving, ready mix concrete and electronic fund transfers. These 
actions were all the more significant because they came during a time when federal antitrust 
enforcement efforts were practically non-existent. The only deterrence during much of the 1980's 
against conspiracies in restraint of trade and other destructive anticonsumer business practices was 
the activism of a handful of state antitrust divisions, Minnesota being consistently recognized as 
among the leaders. The division has also been active in examining mergers and consolidations in 
the health care area. Scrutiny of anticompetitive actions in the health care market is an essential 
part of the state's overall efforts to assure broad access to quality health care delivered at competitive 
prices. Finally, the Antitrust Division's activities are cost effective. Over the past 2 years the 
Division brought into the state $692.7, in addition to arranging for health care providers to furnish 
$450.0 in guaranteed free medical care to uninsured, low income Minnesotans. This $1,142.7 exceeds 
the division's biennial expenses of $543.5. 

Charities Division 

In the last 2 fiscal years, the Charities Division took enforcement actions against both local and 
national charities. These activities include: 1) An action for fraudulent solicitations, self-dealing, and 
unlawful administration against a national organization which raised more than $3 million nationwide 
for disabled athletes. Minnesota was the only state to take action to remedy this multi-state problem. 
2) An action to return to the public an abandoned community center valued at $1 million which had 
been constructed with public contributions. 3) Litigation involving alleged deceptive solicitations 
against Watson & Hughey, a direct mail fundraiser whose sweepstakes solicitations caused a national 
scandal and resulted in litigation in more than 16 states. 4) Numerous enforcement actions to enjoin 
deceptive solicitations by professional (paid) fundraisers engaged in telemarketing in the State of 
Minnesota. 

To increase public accountability, Minnesota law requires that financial statements be filed on a 
yearly basis with the Charities Division. The division maintains a registry of the information and 
makes it available to the public directly through reports generated by the Charities Division and 
indirectly through such groups as the Charities Review Council of Minnesota (CRC), which regularly 
obtains computerized data on charities from the division. 

In 1989, the Charities Division received more than 1,000 requests for public education reports that 
contain summary data on many organizations, 300 requests for financial records filed in the Attorney 
General's registry, 3,500 telephone inquiries to the Attorney General for a total of 4,800 requests 
for information. In addition, the CRC received approximately 5,000 telephone requests for 

information furnished from the financial records of the division. The registry also served as a source 
of information to researchers from the University of Minnesota, the Minnesota Council on 
Nonprofits, the Minnesota Council on Foundations and the media, all of which used data set forth 
in the financial statements. 

Gambling Division 

Prior to F.Y. 1990, the Gambling Control Board initiated few compliance reviews of gambling 
organizations and gambling equipment distributors. However, in F.Y. 1990, the board initiated more 
than 100 disciplinary cases against licensees. Nearly all of the disciplinary cases were resolved 
through negotiation and settlement, with attorneys from the Gambling Division actively participating 
in the negotiation and preparation of all final settlement documents. Similarly the Racing 
Commission stewards handled 400 disciplinary actions, 5 of which were appealed and 2 resulted in 
district court actions. 

Minnesota was the first state in the nation to negotiate and enter into Tribal-State compacts under 
the Indian Gaming Regulatory Act. Of the 13 compacts in existence in the country, 9 concern 
Minnesota Indian tribes. The compacts permit and control the operation of video games of chance 
on Indian lands. The legal advice provided to the Governor and the negotiating committee 
contributed to the consummation of the compacts and avoided the expense of complicated and 
protracted litigation. However, since November of 1989, the Gambling Division has defended the 
state in a complicated lawsuit initiated by the Lower Sioux Community under the Indian Gaming 
Regulatory Act. 

Residential and Small Business Utilities Division 

The division has been very pro-active in representing and protecting residential and small business 
utility users who are captive customers with no market alternatives. Through participation in utility 
rate matters, the division was solely responsible for obtaining $48 million in savings for residential 
and small business consumers and partially responsible for an additional $136 million in savings. In 
non-rate regulatory matters, the largest recent recovery was the lawsuit against U.S. West which 
resulted in $41 million of refunds to Minnesota telephone customers, an average of $30 per 
customer. After the disclosure of improper contacts between Northwestern Bell and members of the 
Minnesota Public Utilities Commission, the division brought the lawsuit to recover the overcharges. 
After a court battle that went all the way to the U.S. Supreme Court, $41 million of refunds were 
made to consumers. There have been several other developments in the last year on which the 
Residential Utilities Division prevailed but which do not have a readily calculable dollar impact. A 
settlement was reached with U.S. West on its marketing practices that will allow customers to obtain 
refunds going as far back as 5 years if they were paying for services they did not order or were 
misled into ordering. The potential amounts of refunds could be several million dollars. A similar 
case in Wisconsin resulted in $3-4 million in refunds, while 1 in Pennsylvania resulted in over $40 
million. The Residential Utilities Division worked successfully to get agreements from every local 
telephone company in Minnesota to provide blocking of "900" numbers free-of-charge. It insured 
that no customer could be denied telephone service because of "900" bills. 

The division just concluded a case involving an incentive regulation plan for U.S. West. The 
commission's decision, at the division's urging, would virtually guarantee that there will be no 
increase in basic telephone rates for the next four years. It would also require annual refunds if U.S. 
West's earnings exceed a prescribed level. 

The division's role as a citizen contact for advice and complaint regarding utilities continues to 
expand. Since November of 1989, when a formalized process of handling citizen inquiries was 
created, the division has handled 452 formal citizen complaints and at least as many informal 
complaints. On an annual basis this equals 980 citizen complaints a year. Many of these contacts 
have resulted in direct monetary benefits to citizens. Examples include: 

111 A single mother with small children had her electricity shut off by a mistake of the utUity. Two 
hundred dollars worth of food in her refrigerator and freezer spoiled. The electricity was 
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reconnected and a reimbursement for the food was obtained by the division. 

111 An elderly woman under a consecvatorship was being charged for several hundred dollars of calls 
to "900" numbers and was being harassed by collection people. Through letters and phone calls 
to the long-distance carrier, U.S. West, and the woman's guardian, it was discovered that her 
phone line was unsecured and that someone else was illegally making the calls on her line. The 
long-distance carrier waived the charges, admitted the mistake and called off all collection efforts. 

Criminal Division 

In F.Y. 1989 and F.Y. 1990, the Criminal Division investigated or prosecuted a total of 236 criminal 
cases. For example, the Attorney General successfully prosecuted a brutal first degree murder in 
rural Traverse County. This was the first murder in that west-central Minnesota county in 24 years. 
The local county attorney's office did not have the resources to handle the case on its own. The 
Attorney General performed the lead prosecution role from the grand jury stage through the 2 and 
one-half week trial, which resulted in verdicts of guilty on all counts. In F.Y. 1989 a total of 74 
appellate cases were handled, requiring the writing of 107 appellate briefs for all stages of the 
litigation. In F.Y. 1990 the appellate caseload increased to 87 cases handled, which required the 
writing of 97 appellate briefs. 

Medicaid Fraud Division 

The Medicaid Fraud Division has successfully prosecuted many financial fraud and patient abuse 
cases and has a number of promising new investigations. This division concentrates on complex: fraud 
cases which require extensive audits and lengthy trials. During F.Y. 1989, the division obtained 8 
criminal convictions, recovered a total of $345.9 in fines, restitution and settlements, and completed 
9 administrative cases. During this same time, the division launched a major investigation which has 
resulted in the State v. Medibus-Helpmobile, Inc. After a 5 week trial in 1990, the corporation and 
its 2 owners were convicted of defrauding the Medicaid program of $.75 million. During F.Y. 1990, 
as a result of the division's work, 7 providers were criminally convicted and were ordered to spend 
a total of 96 months in jail or prison, perform 200 _hours of community service, repay Medicaid 
$10.5, repay the state $10.0 in fines and costs of prosecution and repay defrauded third parties $9.7. 
During F.Y. 1990, the division's efforts in 2 ex:traordinarily complex and high visibility cases,~ 
of Minnesota v. Residential Alternatives. Inc. and State of Minnesota v. Medibus-Helpmobile1 Inc. 
should have great deterrent value when providers continue to learn that the threat of prosecution 
from white collar fraud is real. 

PROSPECfS: 

Past successes and increased public awareness of the Consumer Division has caused an increase in 
complaints and potential enforcement actions. During 1989 and 1990, written consumer complaints 
increased 16% per year. Telephone calls on the consumer complaint line increased from an average 
of 250 per day to 320 per day, an increase of 28%. Consumer mediators are opening an average 
of 300 files per year, a 20% increase over prior years. 

During the last biennium the Antitrust Division lost 2.5 positions. The loss of these income 
generating positions represents not only a reduction in vital law enforcement services, but also a loss 
of potential income to the state. The lost opportunity costs promise to multiply in the near future. 
New leadership at the Federal Trade Commission and the Department of Justice promises to 
invigorate the kind of national antitrust actions which have traditionally resulted in large damage 
actions for the states. State damage actions following on the heels of U.S. Government prosecutions 
have been a major source of recoveries which are likely to be resurgent in the years ahead. Due to 
reduced resources, the length of investigations in the division has increased and potential enforcement 

\ctions are being delayed. 

There has been a steady, rapid growth of registered charities and trusts. Since 1986 the number of 
registered organizations increased from 2,600 to 3,750. Further, the value of assets held by charities 
which are registered to solicit contributions in Minnesota increased 150% in four years from $4.6 
billion in 1986 to $11.5 billion in 1990. The value of assets held by Minnesota charitable trusts also 
increased from $1.9 billion to $4.7 billion. Total contributions received by registered charities 
increased 70% from $2 billion to $3.4 billion. 

With rapid growth comes the need for more oversight. It is extremely difficult to monitor effectively 
hundreds of charitable organizations and professional fund-raisers and millions of dollars in charitable 
assets with only 2 attorneys. This will be especially true in the next biennium in light of the 
projected growth in the number and size of charities and the public interest in their activities. 

The 1990 Legislature significantly increased the regulatory responsibility and staff complement of the 
Gambling Control Board. The number of legal issues relative to licensing will increase dramatically 
as the Gambling Control Board implements more restrictive licensing criteria for distributors and 
manufacturers, begins licensing gambling managers, and completely restructures the process by which 
organizations are licensed. The Gambling Board received a complement increase of 24 positions for 
the 1991-1992 biennium. The vast majority of these positions will be devoted to compliance and 
investigative activities. Conservatively, if each of the 17 compliance officers generates 10 cases per 
month, 2 of which are significant enough to require attention by an attorney, the Gambling Division 
can expect to receive a minimum of 34 new lawful gambling cases per month. 

The State Lottery has exercised its authority to summarily suspend nearly 100 retail contracts for 
violations of law. Each summary suspension order entitles the recipient to a contested case hearing 
before an administrative law judge. To date, the number of hearing requests has been few; however, 
several suspension orders are outstanding and it is likely that the Lottery's use of its summaiy 
suspension authority will continue through the next biennium. 

Gambling on Indian lands will continue to generate significant legal responsibilities for the Gamblling 
Division. At least 3 new compacts will be negotiated during F.Y. 1991, requiring the research of 
complex legal issues in the drafting of the compact provisions. In addition, throughout the next 
biennium, the regulatory responsibilities of the state under the compacts will increase. 

Despite the complement growth of the gambling regulatory agencies and the additional 
responsibilities imposed by the Indian Gaming Regulatory Act, the Gambling Division did not receive 
additional staff in 1990. The current complement of 3 attorneys is derived from 1.5 positions 
appropriated by the 1989 Legislature and 1.S positions reallocated from other significant areas of the 
Attorney General's Office. The current complement of attorneys will not meet the demands of the 
client agencies. The Gambling Division will be unable to process effectively the disciplinary cases 
generated· by the Gambling Control Board and will be without adequate staff to control and regu&ate 
gambling on Indian lands. 

Several applications will be or have been filed seeking utility rate increases that will impact 
residential and small business consumers in the next biennium. Those applications include Northern 
States Power, Minnegasco, Minnesota Power, Midwest Gas and Contel. 

The war on crime is an ongoing battle in which there is little prospect of a reduction in caseload. 
In fact, the anticipated election of a number of new county attorneys in this year's elections will 
probably increase the number of calls for assistance from this office in prosecuting difficult or 
complex crimes in cases where the new county auorneys will have little or no experience. 

The Medicaid Fraud Division will continue to bring major criminal prosecutions and will also be 
pursuing civil litigation against fraudulent providers. Since the division continues to receive quality 
referrals and is able to pursue only a small portion of the fraud and neglect cases available, there 
will be no decrease in the division's workload. The federal funds for this work are expected to 
continue at the current matching levels. 
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The office anticipates increasing costs in the Law Enforcement Program as a result of increased 
salary costs. The preferred alternative is a separate salary supplement appropriation as has been the 
practice for several biennia. Without a salary supplement appropriation alternatives would include 
no raises, reduced raises, reduced hours, leave without pay, lay offs, or a combination of these 
measures. Reducing or reallocating staff will cause serious, in some situations, unacceptable delays 
in enforcing or protecting the state's vital legal interests. The net result will be lost revenue or 
additional expenditures. 

The Consumer Division was forced to cut 1 position in the Duluth Office and transfer the other 
position to St. Paul to help alleviate the annual 16% increase in consumer complaints and to 
accommodate budget cuts mandated by the legislature for F.Y. 1991. Further cuts being 
implemented include elimination of responses to family law inquiries received by the office. Presently 
.5 mediator is assigned to assist persons with problems ranging from divorce and child support to 
mental illness and welfare payments. These calls will be referred to the local county authorities who 
have jurisdiction or to private attorneys. Additional alternatives being considered are to decline 
handling consumer complaints under a certain dollar level, to require filing fees for written 
complaints or to implement a 900 number to slow the growth of the 100,000 consumer complaint 
calls received annually. 

Due to the cut of 2.5 positions in the Antitrust Division, sales-below-cost complaints are no longer 
being handled and investigations are being declined or delayed, including 2 potential damage actions 
on behalf of the state. 

In F.Y. 1989-90, the Charities Division collected fees and costs of $65.8 and $71.6 respectively. 
This amount covered approximately 1/3 of the division's total budget. Additional fees could be 
assessed to meet other operating costs by increasing registration fees for charities and professional 
fund raisers and by charging a fee to charitable trusts. However, these additional charges would 
reduce the amount of dollars available for charitable purposes. 

Despite recent resource additions the staff and financial resources devoted to the regulation of 
gambling remain far below that of other states, while the gross receipts generated from lawful forms 
of gambling far exceed those of other states. The Attorney General's Office, as a significant 
component in the regulatory structure, must receive additional resources to represent the various 
gambling enforcement agencies. 

The applicable Minnesota Statutes could be amended to allow the Attorney General's Office to assess 
the attorney costs and expenses for its public utility related duties for payment by the public utilities. 
This would require amendment to M.S. 216B.62 and M.S. 237.295. 

The Criminal Division can limit the number of connict cases it handles. There also could be an 
increase in the charge-back rates to local governments seeking prosecutorial assistance; however, the 
charge-back limits the ability of lower income, rural counties to obtain prosecutorial assistance, where 
often the assistance is most needed. 

PLAN: 

11 Duluth Regional Office F.Y. 1992 $141 F.Y. 1993 $141 

The Attorney General recommends an increase of 3 complement positions to establish a full-service 
office located in Duluth. Prior to the F.Y. 1991 cuts mandated by the legislature, the Attorney 
General's Office historically maintained in Duluth a Consumer Division office staffed with 2 positions 

and a separate attorney office associated with the Transportation Division. These positions have 
been eliminated or transferred and thus there is no office in Duluth being staffed on a full time 
basis. The proposal of 3 complement positions would include 2 attorneys, and 1 clerical position. 
These positions would not only handle functions of the Consumer and Transportation Divisions, but 
also would act as a satellite office for the entire Attorney General's Office. For example, it is 
anticipated that this office would assume a caseload of implied consent hearings in that area of the 
state, thus eliminating the necessity of attorneys travelling from the Twin Cities to service that area. 

11 Antitrust Enforcement .F.Y. 1992 $61 F.Y. 1993 $61 

The Attorney General recommends restoration of the 1.5 positions. As detailed above, the loss of 
these income generating positions represents not only a reduction in vital law enforcement services, 
but also a loss of potential income to the state. 

11 Environmental Investigations Division F.Y. 1992 $119 F.Y. 1993 $119 

The Attorney General recommends the addition of 1 attorney, 1 legal assistant, 1 legal secretary and 
several unpaid legal interns to 1 eKisting environmental crimes prosecutor, 1 environmental crimes 
investigator, and 1 environmental scientist to form a new division that will identify, investigate and 
prosecute criminal violations of state environmental laws. 

GOVERNOR'S RECOMMENDATION: 

Recognizing the distinction between separate branches of government, the Governor respectfully 
acknowledges the right of the Attorney General's Office to present its budgetary needs directly to 
the legislature for consideration. 
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Est. 
ACTIVITY RESOURCE ALLOCATION: FY 1989 FY 1990 FY 1991 

LAW ENFORCEMENT 3,510 3,587 4,002 
----------------------------------- ----------- ----------- -----------
TOTAL EXPENDITURES BY ACTIVITY 3,510 3,587 4,002 

DETAIL BY CATEGORY: 
------------------
STATE OPERATIONS 3,510 3,587 4,002 
----------------------------------- ----------- ----------- -----------
TOTAL EXPENDITURES BY CATEGORY 3,510 3,587 4,002 

SOURCES OF FINANCING: 
---------------------
DIRECT APPROPRIATIONS: 

GENERAL 
SPECIAL REVENUE 

STATUTORY APPROPRIATIONS: 
FEDERAL 
AGENCY 

---------------
TOTAL FINANCING 

2,961 3,070 3,343 
31 

413 467 659 
105 50 

----------- ----------- -----------3,510 3,587 4,002 

FY 1992 

Adjusted Agency Governor 
Base Pian Re comm. 

4,971 5,292 4,971 
----- ----------- -----------
4,971 5,292 4,971 

4,971 5,292 4,971 
----- ----------- -----------
4,971 5,292 4,971 

4,219 4,540 4,219 

752 752 752 

----------- ----------- -----------
4,971 5,292 4,971 

FY 1993 

Adjusted Agency Governor 
Base Pian Re comm. 

4,967 5,288 4,967 

----- ----------- -----------
4,967 5,288 4,967 

4,967 5,288 4,967 
----- ----------- -----------
4,967 5,288 4,967 

4,215 4,536 4,215 

752 752 752 

----------- ----------- -----------4,967 5,288 4,967 
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ACTIVITY: 
PROGRAM: 

AGENCY: 

Law Enforcement 
Law Enforcement 
Attorney General's Office 

DECISION ITEM: Duluth Regional Office 

F.Y. 1992 
AGENCY PLAN: 

&peoditures 
General Fund $ 141 

Revenues 
General Fund $ -0-

GOVERNOR'S RECOMMENDATION: 

&peoditures 
General Fund $ -0-

Revenues 
General Fund $ -0-

Requires atatutory change: Yes X 
Statutes Affected: 

fIEM SUMMARY: 

19n-93 Biennial Budget 

Dollars in Thousands 
F.Y. 1993 F.Y. 1994 F.Y. 1995 

$ 141 $ 141 $ 141 

$ -0- $ -0- $ -0-

$ -0- $ -0- $ -0-

$ -0- $ -0- $ -0-

No 

The Attorney General recommends an increase of 3 complement positions to establish a full-service 
office located in Duluth. 

RATIONALE: 

Prior to the F.Y. 1991 cuts mandated by the legislature, the Attorney General's Office historically 
maintained in Duluth a Consumer Division office staffed with 2 positions and a separate attorney 
office associated with the Transportation Division. These positions have been eliminated or 
transferred and thus there is no office in Duluth being staffed on a full time basis. The proposal 
of 3 complement positions would include 2 attorneys and 1 clerical position. These positions would 
not only handle functions of the Consumer and Transportation Divisions, but also would act as a 
satellite office for the entire Attorney General's Office. For example, it is anticipated that this office 
would assume a caseload of implied consent hearings in that area of the state, thus eliminating the 
necessity of attorneys travelling from the Twin Cities to service that area. Attorneys in the Duluth 
office could also be expected to assist with Iron Range Resources Rehabilitation Board's legal needs, 
prosecute criminal trials referred to the Attorney General, and represent the state's environmental 
and natural resource interests in the Arrowhead Region of the state. 

GOVERNOR'S RECOMMENDATION: 

Recognizing the distinction between separate branches of government, the Governor respectfully 
acknowledges the right of the Attorney General to present its budgetary needs directly to the 
Legislature for consideration. 
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AGENCY: 

Law Enforcement 
Law Enforcement 
Attorney General's Office 

DECISION rrnM: Antitrust Enforcement 

F.Y. 1992 
AGENCY PLAN: 

&penditures 
General Fund $ Ql 

RC'llellues 
General Fund $ -0-

GOVERNOR'S RECOMMENDATION: 

&penditures 
General Fund $ -0-

Revenues 
General Fund $ -0-

Requirea statutory change: Yes X 
Statula Affected: 

ITEM SUMMARY: 

19'12-93 Biennial Budget 

Dollars in Thousands 
F.Y. 1993 F.Y. 1994 F.Y. 1995 

$ 61 $ 61 $ 61 

$ -0- $ -0- $ -0-

$ -0- $ -0- $ -0-

$ -0- $ -0- $ -0-

No 

The effectiveness of the Antitrust Division has been hampered by the loss of positions following 
budget reductions in the 1989 appropriations bill. The Attorney General is requesting money to 
partially restore the division to its previous level of staffing. 

RATIONALE: 

The loss of Antitrust Division staff seems peculiarly ironic in light of the fact that antitrust actions 
make money for the state. Antitrust recoveries since January 1, 1989 show that during the last 2 
years, the division has brought in $780.3 in cash to the state and its consumers, and an additional 
$450.0 of guaranteed free medical care to South Central Minnesota residents, for a total contribution 
of $1,230.3. There are documented cases and investigations that are potentially revenue producing 
which are not able to be pursued because of reduced staffing. Such figures do not include the 
substantial benefit of having a visible, aggressive Antitrust Division to deter anticompetitive activities 
which take money out of the pocket of the state and its consumers. 

GOVERNOR'S RECOMMENDATION: 

Recognizing the distinction between separate branches of government, the Governor respectfully 
acknowledges the right of the Attorney General to present its budgetary needs directly to the 
Legislature for consideration. 
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ACTIVITY: 
PROGRAM: 

AGENCY: 

Law Enforcement 
Law Enforcement 
Attorney General's Office 

DECISION nEM: Environmental Investigations 

AGENCY PLAN: 

Expenditures 
General Fund 

Reveoue1 
General Fund 

GOVERNOR'S RECOMMENDATION: 

Expenditures 
General Fund 

Revenues 
General Fund 

Requires statutory change: Yes 
Statutes Affected: 

ITEM SUMMARY: 

F.Y. 1992 

$ 119 

$ -0-

$ -0-

$ -0-

X 

19'J2-.93 Biennial Budget 

Dollars in Thousands 
F.Y. 1993 F.Y. 1994 F.Y. 1995 

$ 119 $ 119 $ 119 

$ -0- $ -0- $ -0-

$ -0- $ -0- $ -0-

$ -0- $ -0- $ -0-

No 

The Attorney General, together with the Pollution Control Agency, the Department of Natural 
Resources, and the Department of Transportation, recently established an Environmental Crimes 
Team. An Environmental Crimes Division within the Attorney General's Office will assist counties 
in investigating and prosecuting criminal violations of the state's environmental laws. Three members 
of the Attorney General's staff will be assigned to this new division. The 3 positions requested in 
this decision item are needed to raise the division's staffing level to the critical size needed to make 
it an effective enforcement unit. 

RATIONALE: 

In 1987, the Legislature adopted the Attorney General's proposals for comprehensive criminal 
penalties for illegal disposal and handling of hazardous waste. Following the enactment of the 
penalties, and the appropriation for 1 investigative position, the Attorney General assigned a criminal 
investigator to environmental cases, and began working with the Pollution Control Agency and county 
attorneys to investigate instances of possible criminal conduct. Over the past 3 years, our 
investigations have shown that, while most individuals and businesses try in good faith to comply with 
environmental laws, some people have knowingly disposed of hazardous wastes at unauthorized 
locations. Others have forged hazardous waste shipping documents and allegedly falsified reports on 
discharges of pollutants into state waters. These violations can cause serious environmental and 
public health problems and are appropriate subjects for criminal prosecution. 

Based on the level of criminal activity identified over the past three years, there was a clear need 
for a more formal environmental crimes investigative effort in the state. To effectively deal with 
criminal violations of our environmental laws, the Attorney General's Office, together with the 

Pollution Control Agency, Department of Natural Resources, and the Minnesota Department of 
Transportation, recently formed an Environmental Crimes Team. The Team includes environmental 
inspectors assigned from the Pollution Control Agency, an inspector from the Department of 
Transportation, a representative of the Department of Natural Resources and a criminal investigator, 
civil attorney and criminal attorney assigned part-time from the Attorney General's Office. In 
addition, the Attorney General has formed an Environmental Crimes Coordinating Committee to 
help ensure the effective use of local, state and federal resources for environmental crimes. Besides 
the members of the Crimes Team, the County Attorney's Association, the Bureau of Criminal 
Apprehension, the Department of Agriculture, the Metropolitan Waste Control Commission, the 
federal Bureau of Investigation and the United States Attorney's Office, have participated on the 
Coordinating Committee. 

With limited resources, the Environmental Crimes Team is beginning to produce significant results. 
In a single case it obtained a guilty plea, a $15,000 maximum criminal fine and $2 million in civil 
penalties. The Attorney General has proposed expansion of environmental criminal laws to violations 
involving toxics illegally discharged into the air and water. The expected increase in hazardous waste 
cases together with these new responsibilities requires an expansion of the environmental crimes 
team. 

GOVERNOR'S RECOMMENDATION: 

Recognizing the distinction between separate branches of government, the Governor respectfully 
acknowledges the right of the Attorney General to present its budgetary needs directly to the 
Legislature for consideration. 
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PROGRAM PURPOSE: 

19'12-93 Biennial Budget 

The Legal Policy and .Adminiatr.ation Program provides the Attorney General's Office with legal and 
policy leadership and administrative services. 

The Attorney General, his chief deputy, and the executive committee lead and coordinate the legal 
activity of the office's attorneys. They establish the policies and priorities for the office's 6 sections 
and 23 divisions. Program staff articulate state legal policy and assign the human and physical 
resources to ensure effective enforcement of state laws and defense of state interest in all legal 
matters. They direct personnel, accounting, budgeting, purchasing, library, office automation, records 
management and space utilization services for all the divisions of the office. 

Program staff also coordinate drug and alcohol abuse prevention, education initiatives to prevent 
sexual violence and harassment against women and environmental policy initiatives. Federal, state, 
local, public and private funding and personnel have been employed to address these issues. 

PERFORMANCE: 

The office represented the state's interests in almost 3,000 civil cases and 200 criminal cases each 
year in F.Y. 1988-90. In addition, the office annually appeared in over 1,500 administrative 
proceedings, defended the state against 1,000 claims, and conducted 400 civil and criminal 
investigations. It is difficult to accurately estimate the fiscal results associated with the performance 
of the staff of the Attorney General's Office but millions of dollars were collected or saved as a 
direct result of their knowledge and skill. More detailed information is presented at the program 
level for each section of the office. 

As courts and the legislature better define the responsibilities of state government to its citizens, the 
role of preventive legal advice becomes even more critical. Court decisions can and do decide how 
public funds are spent. Without quality legal representation, legislative policy choices cannot be 
achieved or maintained. The office educates client agencies to recognize early those issues which will 
require the attention of legal counsel, allocates staff to meet client needs and works with them to 
establish priorities when staff and financial resources are limited. 

Alliance for a Drug Free Minnesota 

Attorney General Humphrey founded the Alliance For A Drug Free Minnesota in 1987 as a way to 
encourage Minnesota communities to participate in drug and alcohol abuse prevention. In 4 years, 
the program has grown from a few concerned individuals to an entire state network mobilized against 
drug and alcohol abuse. The following programs describe the activities of the Alliance: 

111 The Prevention Blueprint was developed by the Alliance to help communities' plan and organize 
local drug and alcohol prevention efforts. The Blueprint is a step-by-step framework for 
communities to assess their unique problems and to help them begin addressing their needs. The 
Blueprint was first distributed to 892 Minnesota communities in March 1989 and continues to be 
used by communities throughout the state. 

11 In April, 1990, the Alliance sponsored a youth leadership conference (Student Leadership 
Conference). Four hundred Minnesota high school students and educators gathered in the Twin 
Cities to discuss drug-and alcohol-related issues. 

11 The Minnesota Twins joined the Alliance in the spring of 1990 by sponsoring a junior high school 
drug prevention contest called Grand Slam. The contest encourages junior high students lo 
initiate and participate in anti-drug activities. Over 240 schools and 150,000 students participated 
this past school year. Grand Slam II is scheduled to begin in February, 1991. 

)rug Awareness and Resistance Education 

Drug Awareness and Resistance Education, D.AR.E., is the brainchild of the Los Angeles unified 
School District (LAUSD) and the Los Angeles Police Department (LAPD). What started out in 
September, 1983 as a pilot program in 30 Los Angeles schools is now mandatory in all Los Angeles 
public schools. Because of the demand that communities have for D.A.R.E., Minnesota has 
established its own training center from a $350.0 training-specific allocation to the BCA by the 1989 
state legislature. The Minnesota Attorney General's Office played an instrumental role in the 
passage of this legislation. 

In late 1989, statewide implementation of D.AR.E. began to take place and Minnesota became a 
leader around the country by establishing the Minnesota D.AR.E. Advisory Board. Pursuant to 1990 
legislation recommended by the Attorney General's Office, the D.AR.E. Advisory Board became the 
D.A.R.E. Advisory Council. 

The Council is helping to establish D.A.R.E. as a permanent fJXture in the state to fight against 
drugs in our schools and communities. The Council by statute provides advice and guidance in 
implementation and promotion of D.A.R.E. throughout the state and ensures that standards, policies 
and implementation of Minnesota D.A.R.E. are consistent with the educational policies of the state 
and D.A.R.E. America. 

Prevention of Sexual Violence 

The Attorney General's 1989 Task Force on Sexual Violence Against Women resulted in legislation 
which significantly increased prison sentences for rapists and expanded judges' ability to provide long­
term incarceration for predatory offenders. These comprehensive legislative initiatives also expanded 
the rights of victims of sexual violence. 

To attack the root of the problem of sexual violence, the Attorney General has further championed 
a public education effort aimed at preventing rape and sexual harassment. The 1989 legislation 
required schools to develop clear policies on sexual harassment. He is currently working with and 
visiting colleges and universities urging more active programs to fight sexual harassment, abuse and 
acquaintance rape. 

Environmental Initiatives 

Over the past 4 years the office has assumed an increasingly aggressive role on environmental issues. 
Among the key initiatives are: legislative proposals each year since 1987, including extensive 
environmental crimes legislation; formulation of the Environmental Crimes Team; successful 
conclusion of several environmental crimes cases; preparation of an investigative report on medical 
waste disposal; investigation of environmental marketing; several national projects including the 
NGNNAAG Federal Facilities Task Force, the Colloquium on the State/Federal Enforcement 
Relationship and congressional legislation. 

PROSPECI'S: 

While the 1989 and 1990 Legislatures provided funding for the training of officers, funding for 
promoting and coordinating the statewide D.A.R.E. program was not funded. Establishing a credible 
and valuable organizational structure for D.AR.E. requires a substantial financial commitment. 
Therefore, the Advisory Council is seeking to establish Minnesota D.AR.E., a non-profit, 501(C)(3) 
corporation, which will work aggressively with both private and public sectors, in an effort to provide 
private sector funding for greater community involvement in the program. 

The continuing challenges in sexual violence education and prevention are many. In the spring of 
1990, the Attorney General's Office surveyed Minnesota colleges and universities about sexual 
violence. This questionnaire covered sexual assault, sexual harassment and acquaintance rape and 
assault. The results of this survey, along with information gathered to date, will assist the Attorney 
General in focusing on sexual violence educatio~ and prevention policy for the 1990s. 
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The office anticipates increasing costs in the Legal Policy and Administration Program as a result 
of increased salary costs. The preferred alternative is a separate salary supplement appropriation as 
has been the practice for several biennia. Without a salary supplement appropriation alternatives 
would include no raises, reduced raises, reduced hours, leave without pay, lay offs, or a combination 
of these measures. Reducing or reallocating staff will cause serious, in some situations, unacceptable 
delays in enforcing or protecting the state's vital legal interests. The net result will be lost revenue 
or additional expenditures. 

GOVERNOR'S RECOMMENDATION: 

Recognizing the distinction between separate branches of government, the Governor respectfully 
acknowledges the right of the Attorney General's Office to present its budgetary needs directly to 
the legislature for consideration. 
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1992-1993 BIEN NI Al BUDGET 
(DOLLARS IN THOUSANDS) 

AGENCY: ATTORNEY GENERAL 
PROGRAM: LEGAL POLICY AND ADMINISTRATION 

ACTIVITY RESOURCE ALLOCATION: 

LEGAL POLICY AND ADMINISTRATION 

------------------------------
TOTAL.EXPENDITURES BY ACTIVITY 

DETAIL BY CATEGORY: 

FY 1989 

3,336 

3,336 

FY 1990 

3,978 

3,978 

Es1:. 
FY 1991 

4,115 

4,115 

STATE OPERATIONS 3,336 3,978 4,115 

----------------------------------- ----------- ----------- -----------
TOTAL EXPENDITURES BY CATEGORY 3,336 3,978 4,115 

SOURCES OF FINANCING: 

DIRECT APPROPRIATIONS: 
GENERAL 3,254 3,863 3,923 

STATUTORY APPROPRIATIONS: 
FEDERAL 60 60 75 
AGENCY 5 11 
GIFTS AND DEPOSITS 17 44 117 

----------------------------------- ----------- ----------- -----------
TOTAL FINANCING 3,336 3,978 4,115 

Adjus1:ed 
Base 

2,941 
----------------------

2,941 

FY 1992 

Agency 
Pian 

2,941 

2,941 

Governor 
Reconw. 

----------------------
2,941 

2,941 

2,941 2,941 2,941 

----- ----------- -----------
2,941 2,941 2,941 

2,749 2,749 2,749 

75 75 75 

117 117 117 

----------- ----------- -----------
2,941 2,941 2,941 

Adjus1:ed 
Base 

2,937 

2,937 

fY 1993 

Agency 
Pian 

2,937 
----------------------

2,937 

Governor 
Reconw. 

2,937 

2:,937 

2,937 2,937 2:,937 

----- ----------- -----------
2,937 2:,937 2,937 

2,745 2,745 2,745 

75 75 75 

117 117 117 
=========== =========== =========== 

2,937 2,937 2,937 
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The primacy purpose of the Business Regulation Program is to represent state agencies in the 
enforcement of laws that prohibit fraudulent, unfair, unsafe and discriminatory business practices. 
The health, safety and well being of Minnesota citizens depend on effective enforcement of these 
laws, which establish standards for health professionals, prohibit deceptive practices in the financial 
services industcy, assure affordable access to quality utility services, ban discrimination in important 
transactions such as employment and housing and outlaw occupational hazards in the workplace. 

11111 The Health Uceosing Division investigates complaints against doctors, nurses, dentists, 
psychologists and other health care professionals on behalf of 13 licensing boards. The most 
serious complaints allege drug and alcohol addiction, sexual abuse, incompetence and other types 
of conduct by health professionals that threaten the health and safety of patients. If the 
complaints are substantiated, the Health Licensing Division acts to restrict or revoke the licensee's 
authority to practice. 

111 Fraudulent conduct by insurance agents, real estate brokers and other segments of the financial 
services industry threatens the financial health of consumers. When investigations by the 
Department of Commerce establish ~hat illegal conduct has occurred, the Commcn:ie Division acts 
to stop the conduct, discipline those responsible and obtain restitution for injured victims. The 
Commerce Division also investigates complaints against accountants, architects, engineers, land 
sUiveyors and other non-health professions on behalf of the S boards responsible for their 
licensing. Where necessacy, the division takes action to discipline the illegal conduct. 

11 The Tderommunicatiom and F.nergy Division, on behalf of the Department of Public Service, 
protects consumers from unreasonable or unfair rates and practices by electric, telephone and 
natural gas utilities. These monopoly services are some of the larger monthly expenses paid by 
most Minnesotans. The division represents the public interest in cases before the Public Utilities 
Commission (PUC) and the Federal Energy Regulatory Commission on matters affecting utility 
rates, quality of service and the need for new power plants. 

1111 Sexual harassment, racial bigotry and other forms of illegal discrimination deprive citizens of 
access to employment, housing and other fundamental human needs. Minnesotans who ·are 
subjected to illegal discrimination can file complaints with the Department of Human Rights, 
which investigates and tries to informally resolve through settlement negotiations. However, when 
the department's efforts to obtain relief for victims of discrimination fail, the Human Rigbta 
Division must seek that relief through litigation. The division may obtain an injunction prohibiting 
the reoccurrence of a discriminatory practice, compensation for the individual victims of the 
discrimination and civil penalties, which are paid to the state. 

11 Occupational hazards in the workplace threaten the safety of Minnesota's working people. The 
Laboe Law Division prosecutes employers who violate safety and health standards and, in addition, 
protects the public from substandard work quality by insisting on the employment of qualified 
workers in certain occupations such as high-pressure pipefitting. The division also represents the 
Special Compensation Fund in workers compensation claim litigation. By recovering money for 
the Fund, from unlawfully uninsured employers and by defending against meritless claims, the 
division reduces the cost of the Fund's assessments to Minnesota employers and insurers. 

In addition to enforcement of these state laws, the Business Regulation Program is responsible for 
providing a wide array of other legal services to the departments of Commerce, Public Service, 
Human Rights and Labor and Industry, as well as to professional licensing boards. These services 
include daily legal advice regarding agencies' responsibilities under state and federal law, contract 
review, rulemaking and defense of agencies when they are sued in state and federal court. These 
seIVices are essential to the effective functioning of client agencies and can have a substantial 

financial impact on state government. In 1 case, for example, the Commerce Division .rently 
defending the Commerce Department in a lawsuit challenging the constitutionality of Maamesota's 
securities registration fee system. If the challenge succeeds, the state will lose approximately 
$15,000.0 in the 1991-92 biennium. 

PERFORMANCE: 

Health Licensing Division 
This biennium brought a substantial increase in the number and complexity of complaints received 
and investigations conducted by the Health Licensing Division. Serious complaints, those alleging 
conduct that threatens to lead to patient death, permanent disability or serious patient harm, 
increased from 589 in the previous biennium to 785 in the 1989-90 biennium. 

A number of these cases involved improper drug prescription practices by doctors and dentists. The 
division successfully prosecuted 32 doctors and 6 dentists for prescription violations. These cases 
were given a high priority because many drugs sold illegally on the street were originally obtained 
by prescription; in addition, many patients develop their addiction to drugs because of inappropriate 
physician prescription practices. Professional discipline is a potent tool in addressing this problem. 
During the biennium the division focused particular attention on doctors and dentists who were 
giving patients a synthetic amphetamine that had frequently been over-prescribed. As a result, sales 
of the drug decreased significantly in Minnesota. 

Professional incompetence is not limited lo prescription practices. The division's investigation of 
1 physician revealed that as a result of his lengthy delay in treating an elderly diabetic patient's 
gangrene the patient's condition worsened and the gangrene spread. Amputation became necessary; 
the patient died before surgery could begin. The doctor's license was revoked. In another case, a 
physician was suspended from practice hours before he was scheduled to perform major surgery. 
Investigators had discovered that the doctor's mental condition had deteriorated to the point that 
it was unsafe for him to conduct surgeey. 

Chemically dependent health professionals also present a significant danger to patients. During the 
biennium, for example, 72 nurses were disciplined for conduct related to their chemical dependency. 
In several cases investigators found drug-addicted nurses who were stealing drugs such as morphine 
from patients suffering from post-operative or end-stage cancer pain. To hide their theft the nurses 
replaced the patients' drugs with a saline solution, thus leaving them to suffer without benefit of pain 
medication. In most of these cases, the nurses' licenses were suspended and they were n:quired to 
undergo chemical dependency treatment. Relicensure was conditioned on successful completion of 
treatment and proof of 1 year of sobriety. 

Sexual misconduct was another frequent source of complaint. Health professionals, particularly 
doctors and psychologists, are in a p<l6ition of power that facilitates sexual exploitation of their 
patients. Invesligalions by the division led to discipline for misconduct ranging from sexual fondling 
of patients to sexual intercourse with patients. 

During the biennium the division increased by 30% the number of investigations completed. 
However, because the number of cases referred to the division for investigation increased at an 
even faster rate, the backlog of complaints awaiting investigation grew from 251 at the end of F.Y. 
1988 to 386 al the end of F.Y. 1990. Each of these complaints allege conduct that threatens the 
health or safety of patients. Currently it is taking approximately 16 months before an investigation 
can be commenced. During that time the professionals who have been accused of misconduct are 
free to continue to treat patients. 

Commerce Division 
During the biennium the Commerce Division handled 572 administrative actions against persons 
regulated by the Commerce Department, e.g., insurance companies and agents, real estate brokers 
and sales persons and securities broker-dealers and agents. This was a slight increase from the 556 
actions handled by the division in the previous biennium. Through its litigation efforts the division 
obtained over $11 million in restitution for Minnesota residents and $175.0 in costs and penalties 
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In 1 case, when severe drought had hit much of Minnesota during the summer of 1988, an insurance 
company that had sold drought insurance to over 1,000 Minnesota farmers refused to pay the 
farmers' claims. At the request of the Commerce Department, the Attorney General immediately 
filed charges against the company seeking to revoke its authority to do business in Minnesota. After 
extensive discovery and pretrial motions, and just as the trial was about to begin, the company finally 
agreed to pay the farmers' claims in full. That payment amounted to $5,250.0. In addition the 
company paid $100.0 to the state treasury in costs and civil penalties. 

In another case the Commerce Department received complaints alleging that a large financial 
planning agency had employed misrepresentations to persuade its customers to buy the agency's life 
insurance policies. In a trial, conducted in F.Y. 1989, division lawyers proved that the owner and 
branch manager of the agency had engaged in fraud. As a result, the licenses of the owner and 
branch manager were revoked and substantial civil penalties imposed. The companies that had issued 
the insurance policies refunded over $2,000.0 to Minnesota consumers. 

In 1989 the Commerce Department determined the rates of the state's major medical malpractice 
insurer were excessive. At the request of the department, in April, 1989, the division initiated 
administrative proceedings against the company seeking to reduce those rates. Ten days later the 
insurer decreased its rates by 25%. After the filing of extensive expert testimony, in March, 1990 
the company agreed to refund $1,500.0 to Minnesota policyholders and to institute an additional 15% 
rate reduction, at an annual savings of nearly $2,000.0 for Minnesota policyholders. 

The other cases handled by the division typically involved smaller dollar amounts. Many of these 
cases, however, were no less important in terms of public protection. For example, deceptive 
practices by insurance agents in the sale of medicare supplement insurance continued to victimize 
senior citizens. By suspending and revoking the licenses of these agents, the division helped to 
prevent them from continuing to prey on seniors. 

In addition to representing the Commerce Department, the Commerce Division also represents 5 
licensing boards in the investigation of complaints against the professions they regulate. These 
include accountants, abstractors, architects, engineers, land surveyors, barbers and electricians. 
During the biennium the division investigated 362 complaints against licensees, discipline was imposed 
against 102 individuals and the division recovered $51.2 in penalties. 

As a part of its Business Regulation Program, the Attorney General's Office also investigates all 
complaints against licensed teachers for the Board of Teaching. From F.Y. 1987-88-89, the Office 
opened an average of 17 new complaint files each year. In its 1989 session, however, the Legislature 
expanded reporting requirements to further protect Minnesota's minor students from improper 
conduct by teachers. The new law requires school districts to report to the Board of Teaching those 
teachers who may have had improper sexual contact with students. A$ a result of this reporting 
requirement, the number of cases being investigated has markedly increased. Forty-eight cases were 
opened in F.Y. 1990, the year immediately following the new law. Based on the cases opened to 
date, 50 new cases are anticipated for F.Y. 1991. Investigating these cases is particularly difficult 
because school districts, subject to the Data Practices Act, cannot provide sufficient information to 
allow the Office to conduct a meaningful investigation. Consequently, the Board of Teaching must 
sue the school districts to gain access to the teachers records and the identity of the victims. This 
effort takes additional staff time, increases costs and delays the investigation. The Office is 
consistently successful in obtaining the suspension and revocation of the teaching licenses of those 
who engage in such prohibited and unacceptable conduct. 

Telecommunications and Energy Division 
During the past biennium actions taken by the Telecommunications and Energy Division, on behalf 
of its client, the Department of Public Service (DPS), saved Minnesota consumers over $150 million. 

In F.Y. 1989 the division intervened in a Federal Energy Regulatory Commission (FERC) rate case 
that had been filed by a natural gas pipeline operator. Through protracted negotiations, the division 
obtained a rate reduction that totaled $88 million for Minnesota ratepayers during the 1989-90 
biennium. An additional $20 million of savings will be realized in the next biennium. 

In 1989 a major electric utility company sought a $120 million per year rate increase from the Public 
Utilities Commission. The division, on behalf of the DPS, opposed the increase. After extensive 
investigation and discovery, and a 3 week trial in March of 1990, division attorneys persuaded the 
PUC to deny the entire request. 

The division's work is not limited to utility rate cases. Recent legislative actions have partially 
deregulated the telecommunications industry. At the same time, telecommunications technology is 
rapidly changing. One consequence has been an increase in the number and complexity of legal 
issues. As new companies enter the marketplace with new services, the division must represent the 
DPS in protecting the public interest through precedent setting litigation that will determine what 
types of services consumers will receive in future years. For example, the division represented the 
DPS in a 3 month long trial concerning the manner in which rural Minnesotans will receive 
sophisticated telecommunication services in the future. In another case the division handled a 
proceeding to decide whether a major telephone company should be regulated under an incentive 
plan rather than traditional rate regulation. Authorization for this incentive plan was established by 
the 1989 legislature as a means to improve the operating efficiency of telephone companies while at 
the same time improving the quality of their services. The incentive plan that was approved froze 
telephone rates for local telephone services for the next 4 years, a significant protection for 
Minnesota telephone customers. 

The division also is responsible for representing the DPS in matters affecting energy policy. The 
1989 legislature shifted responsibility for energy conservation decision making to the DPS. The 
Attorney General now represents the DPS in litigation and decision making that affects utility 
conservation investments and services. 

Human Rights Division 
During this biennium the division closed out 208 cases, a 28% increase over the previous biennium. 
The division was able to reduce the number of pending cases; 125 cases are currently pending. The 
division obtained $572.5 in damage awards for individual victims of discrimination. In addition, the 
division obtained civil penalty awards of $127.0, which were paid to the state treasury. 

In 1 case for example 4 teachers found themselves victimized by age discrimination when a school 
district refused to hire them. Using a highly subjective selection system, district officials manipulated 
the employment process to exclude these older job applicants. Following a trial an Administrative 
Law Judge concluded that the selection procedure was designed to legitimatize a predetermined 
decision not to hire older teachers and that the district had acted in bad faith. The judge awarded 
$146.5 in damages to the teachers and a $10.0 civil penalty to the state. In April of 1990 the 
Minnesota Court of Appeals affirmed the judge's decision. 

The division's success at combatting illegal discrimination, however, cannot be measured solely in 
monetary terms. In many cases injunctive relief prohibiting discriminatory practices was more 
significant than the damage award. For example, in 1988 the City of St. Paul conducted a physical 
ability test for firefighter applicants that had a discriminatory effect on female applicants and was 
not job related. In early July, 1988, at the request of the Department of Human Rights, the 
Attorney General sued the city and obtained an order preventing the city from hiring firefighters 
based on the illegal test. After a lengthy administrative trial conducted in October and November 
of 1989, an administrative law judge ruled that the test was fatally flawed, prohibited the city from 
using the test and barred it from hiring firefighters until a new job related test was developed. The 
City of St. Paul was also ordered to pay a $25.0 civil penalty to the State of Minnesota. 
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Retaliatory action against the people who report possible discriminatory conduct strikes at the heart 
of the state's effort to protect its cilizens from discrimination. 1\vo employees complained to the 
Department of Human Rights that their employer had subjected them to sex discrimination. The 
department found no merit to those charges and dismissed their case. The company then sued the 
employees seeking reimbursement of its legal fees for defending the matter in front of the 
department. Following a hearing, an Administrative Law Judge concluded that the company's lawsuit 
constituted an illegal reprisal, ordered the company to terminate the proceeding and awarded 
damages of $4.3 and a $.5 civil penalty to the state. 

Labor Law Division 
The Labor Law Division represents the Department of Labor and Industry in enforcing occupational 
safety and health standards and labor standards laws. The division also represents the Special 
Compensation Fund in worker's compensation litigation. 

During the biennium, the division handled a significantly increased volume of OSHA cases. Fifty­
nine of these involved fatalities. Frequently, investigations revealed that these deaths were caused 
by lack of proper training for employees who were involved in dangerous work. In 1 case, for 
example an employee was killed and another seriously injured when disposing of explosives; in 
another an employee was pulled into a meat fixer and crushed to death; in a third 2 workers died 
of head injuries after being pinned in conveyor machinery. Several fatality cases were repeat 
citations, cases in which the employer had been cited more than once within the past 2 years for the 
same violation. In 1 such case an employee fell to his death because the employer had not provided 
proper fall protection. In another, a worker was crushed under a stack of wood products that had 
not been properly secured. 

The number of cases referred by the department for prosecution increased from 186 in F.Y. 1988 
to 233 in F.Y. 1989 to 296 in F.Y. 1990. While the division increased the rate in which it closed 
out cases, from 60 in F.Y. 1988 to 105 in F.Y. 1989 to 166 in F.Y. 1990, it was not sufficient to 
keep pace with the increase in new cases. As a result, a backlog of pending cases developed which 
stood at 262 at the end of F.Y. 1990. 

This is a serious problem. The purpose of Minnesota OSHA is to keep workers safe. To protect 
workers, employers who repeatedly violate OSHA standards and those who cause conditions leading 
to death must be quickly cited and prosecuted. The division's increased caseload is delaying 
prosecution of OSHA cases and thereby endangering workers. When an employer contests citations, 
even if an employee has been killed or injured, the employer is not required to abate the hazard 
until the case is resolved. Therefore, when cases drag out employees continue to be exposed to the 
hazard. 

The volume of work for the Department's Labor Standards and Prevailing Wage Division also 
increased during the biennium. The major increase was in litigation relating to prevailing wages. 
The Labor Law Division also represents the Department's Code Enforcement Division, which 
administers laws governing the inspection, licensing and permitting of boilers and high-pressure 
pipefitting projects, as well as the inspection of elevators. During the last fiscal year department 
investigators discovered that a number of contractors were using primarily unlicensed apprentices to 
do high-pressure pipefitting work. Because of the safety risk this posed, the department promulgated 
a new rule requiring that contractors maintain a minimum licensee to journeymen/unlicensed 
apprentice ratio. This requirement was challenged by a company engaged in a major expansion 
project and by the general contractor of the project. Although enforcement of the rule has been 
stayed pending completion of the appeals process, the division bas been successful to date in its 
defense of the requirement. 

Finally, the division represents the Special Compensation Fund in worker's compensation claim 

itigation, enforcement of worker's compensation insurance requirements and colle1 from 
uninsured employers. By effectively advocating the fund's interest, the division can redu<X. , fund's 

-expenditures and thereby the cost assessed to employers. In 1 case, for example, the fund paid out 
over $90.0 in wage loss and medical benefits to an employee who died after being hit by a drunk 
driver. The division intervened in the subsequent dram shop action against the bars that served the 
deceased driver and were able to recover over $40.0 of the benefits previously paid. In anothe~ case 
claimants sought money from the fund to pay medical benefits and attorney's fees to employees who 
had asbestosis but were not yet disabled or unable to work. The division persuaded the Worker's 
Compensation Court of Appeals that the fund was not required to assume this liability, thus 
protecting the fund against approximately $200.0 of exposure. 

At present, the division is handling over 260 cases for the Fund. One area of increased activity is 
the result of numerous business failures, primarily in the mining and trucking industries. When self 
insured employers file for bankruptcy the Fund must often pay outstanding claims. These 
bankruptcies require the division to intervene on behalf of the Fund in bankruptcy court, to take 
action to collect on outstanding securities such as security bonds, and to defend an increased volume 
of compensation claims that follow from worker layoffs. 

PROSPECI'S: 

As indicated above, the number of serious complaints filed against health professionals has increased 
considerably, from 589 in the previous biennium to 785 in the 1989-90 biennium. The Health 
I ioeosing Diviaion currently has a backlog of 400 cases awaiting investigation. This translates into, 
on average, a 16 month lapse between the time a major complaint is received in the division and the 
commencement of an investigation. Because the division gives prompt attention to the most serious 
cases, some cases have remained dormant for years while awaiting investigation. As a result, some 
professionals continue rendering inadequate care, with potential for harm to patients, for years before 
any attention is given to the matter. 

We anticipate that the increase in the number of serious complaints is a trend that will continue. 
In addition, recently passed laws relating to the Board of Nursing will require health institutions, 
health professionals, and others to report nurses to the board who may have engaged in conduct 
requiring discipline. Recent federal legislation will also increase the reporting of errant professionals 
to state licensing boards. Last, the licensing boards are seeking uniform legislation this session which 
will increase mandatory reporting for all health professionals, and provide an increase in board 
disciplinary powers. If passed this legislation will have a significant effect on the workload of the 
division. Staffing increases will be required if the division is to keep pace with its current workload; 
further increases will be needed to deal with the increased workload that results from new legislative 
initiatives. 

If the economy remains healthy, the Commen:e Diviaion anticipates that the demand for its legal 
services will remain constant. However, if the economy worsens, we expect 1 consequence to be 
an increase in efforts to deceive the public because in the past bad economic times have produced 
an increase in fraud on the part of people offering financial products. Moreover, the consuming 
public, in its efforts to try to cope with economic adversity, becomes more vulnerable to fraudulent 
practices. In addition, in the past bad economic times have meant increased bank failures and 
insurance company insolvencies. These in turn have increased the demand for the division's legal 
services. · 

Efforts to implement conservation and renewable energy technologies are expected to increase the 
demand for the Tdeoommunicatiom and F.nergy Division's services during the next biennium. In 
1989 the Minnesota Legislature significantly expanded the utility-sponsored Conservation 
Improvement Program (CIP) and imposed the authority for implementing CIP on the Department 
of Public Service (DPS). As a result, the division is now responsible for providing advocacy and 
decision making advice to the DPS on conservation investments and services. Regulation of the 
telephone industry is also changing. New technologies such as fiber optics and digital switching are 
changing both market structure and the complexity of filings. As technology becomes more complex, 
so too does the nature of the work for DPS staff as well as division lawyers who must assure that 
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quality and affordability of services is not impaired. To meet the increasing demand produced by 
changes in regulation, technology and market structure, the DPS has asked for additional staff to 
supply the necessary expertise to handle more comple:,c cases and to provide the resources needed 
to properly investigate utility companies' rate of return. These developments will each increase the 
demand for the division's legal services. 

The total number of cases referred to the Human Rights Division for litigation has remained fairly 
stable during the past 5 years. Based on the information currently available, we would expect the 
demand for legal services to remain about the same over the course of the ne:,ct biennium. 

At the present time, the Labor Law Division'• 2 attorneys assigned to the Labor and Industry 
Department's Occupational Safety and Health Division (OSHA) are responsible for a case load that 
includes over 260 open litigation files and over 200 files in the settlement process. That caseload 
is growing at a rate of between 25 and 30 enforcement cases per month. Prior to 8-1-88 the 
department referred approximately 15 to 20 contested cases per month. In the 1988 legislative 
session, however, the act was amended to double all OSHA penalties. The immediate result was an 
increase in the number of contests to the current 25-30 per month figure. More penalty increases 
are on the way. As part of last fall's budget package, Congress mandated a sevenfold increase in 
maximum OSHA penalties and ordered federal OSHA to revise its overall penalty structure to bring 
it into line with that increase. Based on our review of federal OSHA proposals, we anticipate that 
penalties will, on the average, triple between now and the end of F.Y. 1992. We expect those penalty 
increases to at least double the current rate of contests as more and more employers make the 
economic decision to challenge proposed penalties. Enhanced penalties also make employers more 
reluctant to allow OSHA inspections without search warrants. This requires attorneys to draft search 
warrants and persuade judges to execute and enforce inspection orders. Recently some employers 
have begun refusing to honor warrants, which then requires the initiation and completing of contempt 
proceedings. Even without additional penalties, the demands on the Labor Law Division's OSHA 
unit will likely increase. The department is issuing more "willful" and "egregious" citations--3 times 
as many, in F.Y. 1990 as in F.Y. 1989. These citations carry higher penalties, pose a greater 
likelihood of employer contests, and raise more complicated and legal factual issues. 

At current attorney staffing levels we anticipate a rapidly growing backlog of OSHA enforcement and 
discrimination cases. Even if the Labor Law Division can close 200 contested cases per year, an 
optimistic projection, the number of contests will far exceed that. Without penalty increases or any 
other new demands, we project the backlog to be 550 cases by F.Y. 1993. With the impending 
penalty increase, the backlog will likely be well over 1,000 cases and perhaps close to 2,000 cases by 
that time. Demand for legal services in other areas is also ex:pected to remain at the increased level 
of the past biennium. Rulemaking, increased enforcement and defenses against constitutional and 
statutory challenges are expected to continue to generate an increased volume of work in the 
prevailing wage area. The Code Enforcement Division is preparing new rules, which are expected 
to be controversial and generate substantial need for litigation services. Proposed new rules designed 
to decrease costs to the Special Compensation Fund are also expected to increase the need for legal 
services. In addition, if Minnesota experiences an economic downturn, the division expects a greater 
number of claims as employees who have worked with persistent injuries leave the workforce and file 
for benefits and more employers risk operating without insurance or end up in bankruptcy. 

Alternatives Considered 

The office anticipates increasing costs in the Business Regulation Program as a result of increased 
salary costs and enforcement demands in the health licensing and OSHA regulation areas. The 
preferred alternative is a separate salary supplement appropriation as has been the practice for 
several biennia. Without a salary supplement appropriation alternatives would include no raises, 
reduced raises, reduced hours, leave without pay, lay offs, or a combination of these measures. 

Reducing or reallocating staff will cause serious, in some situations, unacceptable delays in enforcing 
or protecting the state's vital legal interests. The net result will be lost revenue or additional 
expenditures. In order to meet the other costs, the office identified the following alternatives for 
consideration: 

The Health Licensing Division proposes to have 5 investigator positions that are currently filled 
through agreements funded by licensing boards added to the Attorney General's legislative 
complement. In addition, the division requests 2 new investigator, 2 paralegal and 1 secretary 
positions. These positions would enable the division to meet the anticipated new workload through 
F.Y. 1993. These increases can be funded from appropriations to the Attorney General from the 
Special Revenue Fund. The costs are paid from fees charged health professionals, not from tax 
revenues. Several boards have raised their fees or have expressed a willingness to raise their fees 
in order to pay for more positions than currently exist within the division. The alternative to adding 
these positions is an increasing backlog of complaints awaiting investigation. The increased delay in 
investigating complaints will jeopardize the health and safety of patients who use the services of 
unqualified health professionals. 

The Telecommunications and Energy Division needs 1 new attorney position. Adding this position 
would have a minimal affect on the general fund since approximately 95% of the attorney time in 
this division is billed directly to utilities, then paid by the utilities to the general fund. If this 
position is not added, the division will be unable to meet the increased needs of the Department of 
Public Service in connection with its implementation of its Conservation Improvement Program, its 
handling of the more complicated telecommunications cases, or its investigation of utility companies' 
rate of return. 

To keep pace with the increased volume of OSHA litigation and to reduce the number of pending 
OSHA cases, the Labor Law Division requests 2 new attorney positions. Approximately SO% of 
OSHA costs are reimbursed by the federal government. If these positions are added, the 
Department of Labor and Industry could request an increase in federal funding to offset 50% of the 
cost of these positions. However, because recent federal audits have criticized the state for having 
too few lawyers as.,igned to OSHA enforcement, if the positions are not added, federal funding of 
the existing OSHA program may be jeopardized. 

nM:I: 

11 Health Licensing Enforcement F.Y. 1992 $386 F.Y. 1993 $386 

These dollan are from the state government special fund which ii supported by license fees 
of the health boards. 

11 OSHA Enforcement F.Y. 1992 $101.6 F.Y. 1993 $101.6 

The state will earn reimbursement from the federal government for 50% of these OSHA 
expenditures. 

GOVERNOR'S RECOMMENDATION: 

Recognizing the distinction between separate branches of government, the Governor respectfully 
acknowledges the right of the Attorney General's Office to present its budgetary needs directly to 
the legislature for consideration. 
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1992-1993 BIEN NI Al BUDGET 
(DOLLARS IN THOUSANDS) 

AGENCY: 
PROGRAM: 

ATTORNEY GENERAL 
BUSINESS REGULATION 

ACTIVITY RESOURCE ALLOCATION: 

BUSINESS REGULATION 
==========------=-============--=--
TOTAL EXPENDITURES BY ACTIVITY 

DETAIL BY CATEGORY: 

Est. 
FY 1989 FY 1990 FY 1991 

----------- ----------- -----------
2>989 3,758 3,944 

----- ----------- -----------
2,989 3,758 3,944 

STATE OPERATIONS 2>989 3,758 3,944 

----------------------------------- ----------- ----------- -----------
TOTAL EXPENDITURES BY CATEGORY 2>989 3>758 3>944 

SOURCES OF FINANCING: 
---------------------
DIRECT APPROPRIATIONS: 

GENERAL 
SP REV DIRECT APPROP 
STATE GOVT SPEC REV 

STATUTORY APPROPRIATIONS: 

---------------
TOTAL FINANCING 

2,087 2,802 2,916 
902 

956 1,028 

----------- ----------- -----------
2,989 3,758 3,944 

Adjusted 
Base 

3,849 

3,849 

fY 1992 

Agency 
Pl.an 

----------------------
4,337 

4,337 

Governor 
Recomm. 

3,849 

3:,849 

3,849 4,337 3,849 

----- ----------- -----------
3,849 4,337 3,849 

2,809 2,911 2,809 

1,040 1,426 1,040 

----------- ----------- -----------
3,849 4,337 3,849 

Adjus"ted 
Base 

3,842 

3,842 

fY 1993 

Agency 
Pian 

----------------------
4,330 

4,330 

Governor 
Recomm. 

3,842 

3,842 

3,842 4,330 3,842 

----- ----------- -----------
3,842 4,330 3,842 

2,807 2,909 2,807 

1,035 1,421 1,035 

----------- ----------- -----------
3,842 4,330 3,842 
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AC: Y: 
PROt..._ ,.M; 

AGENCY: 

Business Regulation 
Business Regulation 
Attorney General's Office 

DECISION ITEM: Health Licensing Enforcement 

F.Y. 1992 
AGENCY PLAN: 

&penditures 
Special Fund $ 386 

Revenues 
Special Fund $ 386 

GOVERNOR'S RECOMMENDATION: 

&penditures 
Special Fund $ -0-

Revenues 
Special Fund $ -0-

Requires atatutoly cbaoge: Yes X 
Stalutea Affected: 

fIEM SUMMARY: 

1992--93 Biennial Budge 

Dollars in Thousands 
F.Y. 1993 F.Y. 1994 F.Y. 1995 

$ 386 $ 386 $ 386 

$ 386 $ 386 $ 386 

$ -0- $ -0- $ -0-

$ -0- $ -0- $ -0-

No 

The number of complaints referred to the Attorney General's Office by the 13 health licensing 
boards increases faster than the division can complete investigations. The number of pending 
investigations rose from 251 at the end of F.Y. 1988 to 386 at the end of F.Y. 1990. This item 
continues 5 positions funded by the Board of Medical Examiners this biennium and adds 5 additional 
positions. 

RATIONALE: 

The number of serious complaints filed against health professionals has increased considerably, from 
589 in the previous biennium to 785 in the 1989-90 biennium. The Health Licensing Division 
currently has a backlog of 386 cases awaiting investigation. This translates into, on average, a 16 
month lapse between the time a major complaint is received in the division and the commencement 
of an investigation. Because the division gives prompt attention to the most serious cases, some 
cases have remained dormant for years while awaiting investigation. As a result, some professionals 
continue rendering inadequate care, with potential for harm to patients, for years before any attention 
is given to the matter. 

Recently passed laws relating to the Board of Nursing will require health institutions, health 
professionals, and others to report nurses to the board who may have engaged in conduct requiring 
discipline. Recent federal legislation will also increase the reporting of all errant health professionals 
to state licensing boards. The licensing boards are seeking uniform legislation this session which 
will increase mandatory reporting for all health professionals, and provide an increase in board 
disciplinary powers. If passed this legislation will have a significant effect on the workload of the 
division. Staffing increases are required if the division is to keep pace with its current workload; 
further increases will be needed to deal with the increased workload that results from new legislative 
initiatives. 

GOVERNOR'S RECOMMENDATION: 

Recognizing the distinction between separate branches of government, the Governor respectfully 
acknowledges the right of the Attorney General to present its budgetacy needs directly to the 
Legislature for consideration. 
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ACllVITY: 
PROGRAM: 

AGENCY: 

Business Regulation 
Business Regulation 
Attorney General's Office 

DECISION flEM: OSHA Enforcement 

AGENCY PLAN: 

&penditures 
General Fund 

Revenues 
General Fund 

GOVERNOR'S RECOMMENDATION: 

&penditurea 
General Fund 

Revenues 
General Fund 

Requires statutory change: Yes 
Statutes Affected: 

ITEM SUMMARY: 

F.Y. 1992 

$ 102 

$ 51 

$ -0-

$ -0-

X 

1992--93 Biennial Budget 

Dollars in Thousands 
F.Y. 1993 F.Y. 1994 F.Y. 1995 

$ 102 $ 102 $ 102 

$ 51 $ 51 $ 51 

$ -0- $ -0- $ -0-

$ -0- $ -0- $ -0-

No 

To keep pace with the increased volume of OSHA litigation and to reduce the number of pending 
OSHA cases, the Labor Law Division requests 2 new attorney positions. Approximately 50% of 
OSHA's current costs are reimbursed by the federal government. If these positions are added, the 
Department of Labor and Industry could request an increase in federal funding to offset 50% of the 
cost of these positions. However, because recent federal audits have criticized the state for having 
too few lawyers assigned to OSHA enforcement, if the positions are not added, federal funding of 
the existing OSHA program may be jeopardized. 

RATIONALE: 

Since 1988, the rate of employer contests to OSHA citations has increased significantly, while the 
number of attorneys available to handle the caseload has remained constant. Prior to 1988, the 
department of labor and industry referred approximately 15-20 cases per month for prosecution. The 
1988 legislature, however, amended the law to double OSHA penalties, and the result was an increase 
in the number of contests to 25-30 each month. 

The U.S. Department of Labor has announced that all state OSHA programs will be required to 
increase their penalties again, with maximum penalties increasing sevenfold and average penalties 
increasing by a factor of 3. Based on our historic experience, we anticipate the rate of employer 
contests to at least double. 

The current OSHA backlog is over 260 open litigation files. Optimistically assuming that, at current 
staffing levels, the Labor Law Division can close 225 cases per year, the backlog will soar to over 
1,000 cases by the end of the 1992-93 biennium. 

Currently, there is an average 1-year delay between the referral of an OSHA contest and the 

scheduling of a hearing and an average 2-year delay between the filing of an OSHA discrimination 
complaint and trial. With the penalty increases scheduled to go into effect, those delays will also 
double. 

Under the OSHA statute, employers are not obligated to abate or correct any violations until they 
have exhausted all of their hearing and appeal rights. Therefore, additional delay in handling these 
files means additional delay in forcing employers to do what is necessary to preserve their employees' 
safety and health. For employees, delay means greater risk of occupational injury and disease. 

In addition, delay makes it more difficult for the state to meet its burden of proof in these cases. 
Memories fog, documents are mislaid, and witnesses disappear. Otherwise valid citations will be 
overturned for no reason other than the time that has elapsed. Not only does that undermine the 
effectiveness of the program, but it undermines the public's confidence in their government. 

Because of the unique federal role in state OSHA programs, delay also increases the risk that the 
federal government will determine that Minnesota's program is no longer "as effective as" the federal 
program. That means a loss of federal funding (half of OSHA's budget) and ultimately a loss of the 
federal authority to proceed. 

Inability to prosecute OSHA citations promptly also means lost penalty revenue. In F.Y. 1990, 
Minnesota OSHA assessed $458.3 in penalties, but $402.5 were contested, meaning that the Attorney 
General has to prosecute those cases to a successful conclusion in order to reduce the assessments 
to judgment or lose the revenue. Because of the penalty increases that are coming, the amount of 
general fund revenue at stake will likely increase to around $1,650.0 each year by F.Y. 1992 or F.Y. 
1993. Minnesota OSHA cannot simply drop open files without jeopardizing its federal approval and 
funding. Moreover, the statute requires OSHA to file a complaint within 40 days of an employer 
contest, so the option of refusing to litigate certain types of cases is not lawfully available. 

No other state or federal OSHA jurisdiction in the country handles as many cases with so few 
attorneys. Most states and federal OSHA regions have at least twice the attorney complement, many 
have 3 to 4 times as many. 

GOVERNOR'S RECOMMENDATION: 

Recognizing the distinction between separate branches of government, the Governor respectfully 
acknowledges the right of the Attorney General to present its budgetary needs directly to the 
Legislature for consideration. 
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PRO M: Solicitor General 19'J2.--93 Biennial Budge 
,cy: Attorney General, Office of 

PROGRAM PURPOSE: 

The Solicitor General's Program handles much of the state's constitutional defense and personal 
injury/property damage litigation and coordinates civil litigation throughout the Attorney General's 
Office. It consists of two of the office's specialized civil litigation divisions, the Civil Litigation 
Division and the Tort Claims Division, and the Opinions Division which provides Attorney General 
opinions to state and local officials. 

111 The Civil Litigation Division defends the constitutionality of state statutes, rules and official 
action. In many of these cases, the State is sued directly. However, Minnesota court rules also 
require that the Attorney General be notified any time a statute is challenged as unconstitutional 
in private litigation. The Attorney General may then inteivene in the lawsuit or file a "friend of 
the court" brief to support the statute's constitutionality. The Civil Litigation Division monitors 
these notices and, when appropriate, participates in the defense of the statue or assists attorneys 
throughout the office in doing so. It also reviews all major pleadings and significant appeal briefs 
before they are filed with the court. In addition, the division provides legal advice and 
representation to the Minnesota judiciary. 

1111 By investigating, settling or litigating tort claims, the Tona Division defends the state and its 
employees in personal injury or property damage suits brought by individuals and corporations. 
The· allegations are most commonly of negligence, but they also involve wrongful death, 
defamation, excessive force, interference with business relations, and federal civil rights claims. 

11 Virtually everyone who contacts the office of the Attorney General seeks some type of legal 
opinion. However, state statutes authorize the Attorney General to issue written legal opinions 
only to constitutional executive officers, state agencies, committees and commissions of the 
legislature, and attorneys for local governments or pensions funds. The Opiniom Divmoo reviews 
requests, determines whether the request meets jurisdictional requirements and prepares an 
informal letter of opinion or publishes a formal opinion. 

PERFORMANCE: 

Successful representation of the state's interests or the significance and impact of a case is not 
necessarily reflected in the won-lost record of constitutional law defenses or immediately measurable 
in dollars saved through negotiation and litigation of tort claims. 

Civil Litigation Division 

For example, the Attorney General, through the Civil Litigation Division, is now defending the 
constitutionality of the state's education financing laws. The suit Skeen, Sheridan v. Comm. Randall 
asks the court to strike down laws that enable citizens in individual school districts to choose to raise 
their own taxes to provide more money for their schools than is received from the state. The state's 
position is that the Constitution guarantees each child in Minnesota an adequate and sound basic 
education, not equal funding for every pupil. The education financing case will go to trial in 
February, 1991, and will ultimately be decided by the appellate courts. Staff of the Attorney 
General's Office and the Department of Education are working to defend the state's position, and 
experts and technological resources will be employed on behalf of the state's position. The courts 
will ultimately decide the constitutionality of the law. 

Another example is the 10 year litigation of Hodgson v. Minnesota, challenging the constitutionality 
of the parental notification statute. Last June, the United States Supreme Court upheld the court 
by-pass part of the law, but struck down the notification requirement standing alone. Plaintiffs' 
attorneys are now asking for $1.2 million in attorneys fees. The matter is currently in litigation in 
U.S. District Court. 

These cases illustrate that, win or lose, the outcome of constitutional litigation is not a measure 
of performance. Within the limits established by legislative appropriation, and exec1h1;,~ decision 
regarding the distribution of personnel and resources, the state's position has been and will continue 
to be aggressively asserted. However, as Hodgson graphically demonstrates, this does not assure 
victory, and it may, even in the event of substantial victocy, expose the state to liability for attorneys 
fees. 

In F.Y. 1989-90, the Attorney General's Office defended 61 constitutional challenges to state statutes. 
Of these, in 38 cases the statutes were upheld or the case was dismissed, and 2 cases settled, 2 
statutes were ruled unconstitutional. The others are pending in district court or are on appeal. 

Tort Claims Division 

During F.Y. 1989-90, the Attorney General's Office handled and closed 127 tort lawsuits and 953 
tort claims and paid out $315.0 on claims with an estimated value of $6,286.3 thus protecting the 
state from approximately $5.9 million in potentia! claims. In addition, a significant case affecting the 
state's treasury, the Attorney General's Office successfully defended the constitutionality of the 
statutory cap on state liability which limits the amount of damages which can be recovered from the 
state to $200.0 per individual and $600.0 per occurrence. This decision will protect the treasury from 
huge judgments which could be awarded in the event of a catastrophe. In another significant tort 
case, the Minnesota Court of Appeals was persuaded to apply the doctrine of "discretionary 
immunity'' to protect the state against judgments for accidents related to policy decisions of state 
agencies. 

Opinions Division 

The office, through the Opinions Division, issued 159 Attorney General opamons during the 
biennium, providing advice to state and local units of government on topics ranging from election 
law to compensation of public officers to collective bargaining in school districts. 

PROSPECfS: 

The Solicitor General Program can c:xpect to have new constitutional challenges, personal injury and 
property damage suits and opinion requests in the neict biennium. Claims already received, cases in 
preparation for litigation and the constant stream of opinion requests promise to challenge the limits 
of staff and current resources. 

In the Civil Litigation Diviaioo, the ~ case alone will command the time of 2 full time attorneys, 
a legal assistant and computer resources for several months in F.Y. 1991-92. The demands of the 
division's constitutional defense responsibilities may inhibit its ability to meet other needs. For 
example, the constitutional transition of various court personnel from county to state employee 
status may result in additional requests for assistance for assistance from the judiciary. In addition, 
plaintiff work generated by Legislative Auditor reports consistently receives less attention than it 
should. Finally, the defense work of the division has delayed worthwhile projects that could be of 
benefit office-wide. These include creating a computerized form bank and possibly a brief/research 
bank, as well as exploring more fully and teaching effective ways to use our computer resources in 
litigation document management. 

In the Tona Division the Tort Reform Act of 1986, the successful defense of the damage cap in 
1988, the repeal of the discount statute, and the upholding of the modified joint and several liability 
statute for governmental entities in Imlay v. City of Lake Crystal, have not (significantly) decreased 
the number of tort claims or suits. 

Finally, in the Opioiooa Division, application of the chargeback system to political subdivisions 
requesting Attorney General opinions has created eictra work and delay due to corresponding with 
local government attorneys about the procedures. It has not, however, decreased the divisions 
opinion workload. Although 5 files were closed when there was no response to the billing letter, the 
number of opinion requests continues to meet the historical trend. 
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PROGRAM: Solicitor General 
(Continuation) 

Agency: Attorney General, Office of 

Alternatives Considered: 

1992-93 Biennial Budget 

The office anticipates increasing costs in the Solicitor General Program as a result of increased 
salary costs. The preferred alternative is a separate salary supplement appropriation as has been the 
practice for several biennia. Without a salary supplement appropriation alternatives would include 
no raises, reduced raises, reduced hours, leave without pay, lay offs, or a combination of these 
measures. Reducing or reallocating staff will cause serious, in some situations, unacceptable delays 
in enforcing or protecting the state's vital legal interests. The net result will be lost revenue or 
additional expenditures. 

Adequate legal assistant support is essential to litigating cases effectively. The Civil Litigation and 
Torts Divisions litigate cases as their sole function. The Civil Litigation Division has only one legal 
assistant; the Torts Division has none. The current lack of adequate legal assistant support in those 
divisions compromises the office's ability to provide the state with. the most thorough defense possible 
in lawsuits. If not remedied, it may ultimately result in the unnecessary loss of cases brought against 
the state. 

In Civil Litigation, one major case generally occupies the one legal assistant virtually full-time. That 
is currently the situation with the ~ case challenging the education financing system, and was also 
the situation with DeGidio (TB in the prisons) and Hodgson (parental notification). This means that 
legal assistant services are for all practical purposes not available for any other cases in the division. 
This puts the office at a competitive disadvantage in litigating against private firms where those 
services are available. The office will seek to provide additional assistance through reallocation of 
current staff. 

GOVERNOR'S RECOMMENDATION: 

Recognizing the distinction between separate branches of government, the Governor respectfully 
acknowledges the right of the Attorney General's Office to present its budgetary needs directly to 
the legislature for consideration. 
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1992-1993 BIEN NI Al BUDGET 
(DOLLARS IN THOUSANDS) 

AGENCY: ATTORNEY GENERAL 
PROGRAM: SOLICITOR GENERAL 

ACTIVITY RESOURCE ALLOCATION: FY 1989 FY 1990 

SOLICITOR GENERAL 1,163 893 
=================================== =========== ==---=-=---
TOTAL EXPENDITURES BY ACTIVITY 1,163 893 

DETAIL BY CATEGORY: 

Est. 
FY 1991 

945 
----------------------

945 

STATE OPERATIONS 1,163 893 945 

----------------------------------- ----------- ----------- -----------
TOTAL EXPENDITURES BY CATEGORY 1,163 893 945 

SOURCES OF FINANCING: 
---------------------
DIRECT APPROPRIATIONS: 

GENERAL 1,163 893 945 
STATUTORY APPROPRIATIONS: 

----------------------------------- ----------- ----------- -----------
TOTAL FINANCING 1,163 893 945 

FY 1992 

Adjusted Agency Governor 
Base Pian Recomrn. 

1,499 1,499 1,499 
===== ======----- -=--=-=-=== 
1,499 1,499 1,499 

1,499 1,499 1,499 
----- ----------- -----------
1,499 1,499 1,499 

1,499 1,499 1,499 

1,499 1,499 1,499 

fY 1993 

Adjusted Agency Governor 
Base Pian Recomrn. 

1,499 1,499 1,499 
===== =========== =========== 
1,499 1,499 1,499 

1,499 1,499 1,499 
----- ----------- -----------
1,499 1,499 1,499 

1,499 1,499 1,499 

1,499 1,499 1,499 
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Office of the State Auditor 
Organization Chart 07/01/90 

GOVERNMENT INFORMATION 
DIVISION 

Current Positions: 4.0 

OFFICE OF THE 
STATE AUDITOR 

Current Positions: 3.5 

POLICE AND FIRE RELIEF 
OVERSIGHT 

Current Positions: 2.0 

AUDIT PRACTICE 

Current Positions: 105.5 

SINGLE AUDIT 

Current Positions: 0.0 
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Position Reconciliation: 

Authority: 

Legislative Complement: 
General Fund 

Total Permanent Positions 

Other Complement (FTE) 

Total Positions 

Employees 
on 6/30/90 

OFFICE OF THE STATE AUDITOR 

Position and Employee Status Information 

I I 
Employees by Employment Status: 

Current Requested 
FY91 For 6/30/93 6/30/90 

115.0 115.0 Full-Time Unlimited 99 
Full-Time Temporary 2 
Part-Time Unlimited 3 

115.0 115.0 

I I 
Part-Time Temporary 1 

19.0 19.0 

134.0 134.0 I I Total 105 

105.0 
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AGENCY: Office of the Stale Auditor 19n-93 Biennial Budget 

MISSION: 

The central goal of the Office of the State Auditor is to ensure that local governments throughout 
the stale manage their funds wisely and efficiently. The Office achieves this goal through performing 
audits of approximately 316 local governments and components of local governments-cities, counties, 
school districts, and others--and monitoring the audits of other local governments that are performed 
by independent accounting firms through the statewide single audit. The audits attest to the fairness 
of the governments' financial statements and to their compliance with the laws and regulations that 
direct their activities. Accounting for the finances and legal compliance of approximately 4,300 local 
governments is essential lo the state's solvency, as these governments receive the majority of the 
state's resources in addition to their local resources. 

Currently, citizens, the state and the federal government are demanding more accountability for 
public dollars. The Office of the State Auditor is in a unique position to assure that accountability, 
not only through the examination of financial reports, but also through educating governments and 
other concerned parties about financial management practices, reporting standards, and current fiscal 
trends. The Office uses the data from the audits and financial reports to compile a data base which 
supplies the information to meet these education needs. 

The resulting information enables local governments to improve fiscal practices, to plan for future 
contingencies, and to prevent fraud, waste, and abuse. The information is also used by the 
legislature, the federal government, and the public. Communication of fiscal needs and trends is 
increasingly important in enabling governments to anticipate and thus prevent financial problems and 
misuse of resources. 

Over the past several years much progress has been made in fiscal accountability. Through this 
Office's efforts, uniform accounting and reporting standards have been implemented virtually 
statewide. A number of major local governments received the Certificate of Achievement for 
Excellence in Financial Reporting from the Governmental Finance Officers Association, the highest 
form of recognition in governmental financial reporting. In cooperation with the Legislative Auditor, 
the U.S. Department of Agriculture, and the Minnesota Department of Finance, the Office participat­
ed in the first statewide single audit, which included the federal grant funds received by the state and 
passed through to local units of government. The Office has received national recognition for these 
audit efforts. 

In spite of the accomplishments, much remains to be done. Audit and reporting requirements 
continue to change as set forth by the Government Accounting Standards Board, American Institute 
of Certified Public Accountants, United States General Accounting Office and Financial Accounting 
Standards Board. The annual single audits still require adaptions, adjustments, and the incorporation 
of additional local units of government receiving federal funds that Dow through the state finance 
system. More remains to be done in the improvement of uniformity of financial information from 
the local units of government. 

The legislature has mandated legal compliance audits for all local units of government and through 
the efforts of the legal compliance task force the Office has issued a legal compliance audit guide 
for use in all audits of local governments. 

Minnesota Laws 1986, Ch. 359, assigned the oversight of the financial reports and accounting systems 
of Police and Fire Relief Associations to the Office. Proper compliance indicates to the legislature 
that the officers of the associations are taking appropriate measures to safeguard the assets of the 
relief associations, qualify for state aid and maintain adequate progress in the funding of pensions 
of the relief associations. 

To achieve its purposes efficiently the Office of the State Auditor is divided into S budgetary units: 
Constitutional Office, Audit Practice, Governmental Information, Single Audit and Police and Fire 
Relief Association Oversight. 

MAJOR POLICY DRIVERS: 

The Office of the State Auditor cannot audit every unit of local government, because it simply does 
not have the staff to do so; but, it can and should monitor the financial viability of all local 
governments in the state, for 3 reasons: 

1. To give the governments an independent assessment of their overall financial condition and likely 
future trends; 

2. To allow comparisons among similar units throughout the state and predict the larger trends, 
which have widespread effects; and 

3. To furnish decision-makers such as the legislature and interested parties, such as taxpayers with 
relevant and timely information about finances throughout the state. 

EXPLANATION OF BUDGET ISSUF.S AND Al.TERNA~: 

A portion of local governmental aids funds the Government Information Division, a portion of police 
and fire relief aids funds Police and Fire Relief Oversight activity and the state of Minnesota is 
reimbursed by the federal government for Single Audit Activity. 

A BASE adjustment of $9,000 each year was made from personnel services to hire professional and 
technical services when they are needed rather than fund a full-time position. We anticipate the 
same level of activity. 

Agency Allocation: 

Audit Practice F.Y. 1992 $439,000 F.Y. 1992 $736,000 
The Office of the State Auditor is requesting an increase of 4.5% each year in Audit Practice activity 
to cover anticipated costs related to performing our current level of audits. All costs are recovered 
through fees collected from audit clients. 

Personnel Increases & F.xpense F.Y. 1992 $117,000 F.Y. 1993 $145,000 
These amounts are requested to fund anticipated personnel increases and enable the State Auditor 
to maintain mandated functions. 

Increase Research and Analytical 
Capabilities F.Y. 1992 $ 187,000 F.Y. 1993 $184,000 
These amounts are requested to fund 4 full time positions to improve research and analytical 
capabilities relative to local government operations and state/local relationships. 

GOVERNOR'S RECOMMENDATION: 

Recognizing the distinction between separate branches of government, the Governor respectfully 
acknowledges the right of the State Auditor to present its budgetary needs directly to the legislature 
for consideration. 
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1992-1993 8 IE N NI AL 8 U D GET 
(DOLLARS IN THOUSANDS) 

AGENCY: STATE AUDITOR 
PROGRAM: STATE AUDITOR 

ACTIVITY RESOURCE ALLOCATION: fY 1989 
Est. 

FY 1990 fY 1991 
=================================== =========== =========== =========== 
CONSTITUTIONAL OFFICE 263 209 256 
GOVERNMENTAL INFO DIV 207 195 221 
AUDIT PRACTICE-REVOLVING 4,452 4,468 .5.,291 
SINGLE AUDIT 77 77 77 
POLICE/FIRE RELIEF OVERSITE 78 17 73 
=================================== =========== ========•== =========== 
TOTAL EXPENDITURES BY ACTIVITY 5,077 5,026 5,918 

DETAIL BY CATEGORY: 
------------------
STATE OPERATIONS 5,077 5,026 5,918 
=================================== =========== =========== =========== 
TOTAL EXPENDITURES BY CATEGORY 

SOURCES Of FINANCING: 
---------------------
DIRECT APPROPRIATIONS: 

GENERAL 
STATUTORY APPROPRIATIONS: 

ENTERPRISE 
----------------------------------------------------------------------
TOTAL FINANCING 

5,077 

602 

4,475 
----------------------5,077 

5,026 5,918 

5,026 5,918 

========.:== =========== 
5,026 5,918 

FY 1992 
-----------------------------------

Ad:iUS'ted Agency Governor 
Base Pl.an Reoornm. 

=========== =========== =========== 
244 266 244 
217 459 217 

5,368 .5,807 .5,368 
77 77 77 
71 111 71 

----------- ----------- -----------
5:1'917 6,720 5.,977 

5,977 6,720 5,977 
----------- ----------- ---------------------- ----------- -----------5,977 6»720 5,977 

5,977 6,720 5,977 

===.:======== ---------------------- -========== 
5,977 6,720 5,977 

FY 1993 
-----------------------------------

Ad:iusted Agency Governor 
Base Pl.an Recomm. 

=========== =========== ==========m 
244 276 244 
217 469 217 

5,355 6,091 .5,3.55 
77 77 77 
71 116 71 

=========== =========== =========== 
5:,964 7:,02'9 5,964 

5,964 7,029 5,964 
----------- ----------- ---------------------- ----------- -----------5,964 7,029 5,964 

5,964 7,029 511964 

---------------------- =========== ==========• 
5,964 7,029 5,964 
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AGENCY: STATE AUDITOR 

F.Y.91 FUNDING LEVEL 

APPROPRIATIONS CARRIED FWD 
LEG-DIRECTED ADJUSTMENTS 
SALARY ANNUALIZATION 
DOCUMENTED RENT/LEASE INCR. 

TOTAL 
BIENNIAL TOTAL 

ALL FUNDS 
F.Y.92 F.Y.93 

5,918 

<30> 
3 

79 
7 

BASE RECONCILIATION REPORT 
for 1992-1993 Biennium 

GENERAL FUND 
F.Y.92 F.Y.93 

5,918 5,918 5,918 

<30> <30> <30> 
3 3 3 

59 79 59 
14 7 14 

----------- ----------- ----------- -----------
5,977 5,964 5,977 5,964 

11,941 11,941 

OTHER STATE FUNDS FEDERAL FUNDS 
F.Y.92 F.Y.93 F.Y.92 F.Y.93 
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ACTr 
PROG .. _ 

AGENCY: 

Various 
State Auditor 
Office of the State Auditor 

1992-93 Biennial Budget 

DECISION ITEM: Personnel Increases and Expenses 

AGENCY PLAN: 

Expenditures 
General Fund 

Revenues 
General Fund 

GOVERNOR'S RECOMMENDATION: 

Expenditures 
General Fund 

Revenues 
General Fund 

Requires statutory change: 
Statutes Affected: 

ITEM SUMMARY: 

Yes 

P.Y:7992 

$ 117 

$ -0-

$ 

$ 

No 

Dollars in Thousands 
F.Y:-1993- F. Y-: 1994 F.Y. 1995 

$ 145 $ 145 $ 145 

$ -0- $ -0- $ -0-

$ $ $ 

$ $ $ 

The Office of the State Auditor is requesting funding for anticipated bargaining unit settlements; one new 
position for the Government Information Division plus $20,000 per year for printing expenses for the 
Minnesota Financial Health Program; $5,000 per year for promotional expenses for the Constitutional Office. 

The expenditures by activity are as follows: 

Constitutional Office 
Government Information Division 
Police and Fire Relief Organization 

Total 

RATIONALE: 

F.Y. 1992 F.Y. 1993 F.Y. 1994 F.Y. 1995 

$ 22 $ 32 $ 32 $ 32 
55 68 68 68 
~ ~ ~ ~ 

$ 117 $ 145 $ 145 $ 14.S 

Constitutional Office: Provide funding for promotional increases and other anticipated salary increases. 

Government Information Division: To fund anticipated salary costs and to fund a secretarial position to assist 
in responding to inquiries from local governments, public accounting firms, the legislature and the public. 

Police and Fire Relief Oversight: Train a new auditor in compliance issues and assist in financial reviews of 
police and fire pensions fund statements. 

GOVERNOR'S RECOMMENDATION: 

Recognizing the distinction between separate branches of government, the Governor respectfully acknowledges 
the right of the Office of the State Auditor to present its budgetary needs directly to the legislature for 
consideration. 
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ACTIVITY: 
PROGRAM: 

AGENCY: 

Office of Policy Research 
State Auditor 
State Auditor 

1992-93 Biennial Budget 

DECISION ITEM: Increase Research and Analytical Capabilities 

AGENCY PLAN: 

Expenditures 
General Fund 

Revenues 
General Fund 

GOVERNOR'S RECOMMENDATION: 

Expenditures 
General Fund 

Revenues 
General Fund 

F:Y. 1992 

$ 187 

$ 

$ -0-

$ 

Requires statutory change: Yes __ X __ No 
Statutes Affected: 

ITEM SUMMARY: 

l)Qllal"l! in Thousands 
F.Y. 1993 F.Y. 1994 F.Y. 1993 

$ 184 $ 184 $ 184 

$ $ $ 

$ -0- $ -0- $ -0-

$ $ $ 

Request funding for four full time positions to improve the research and analytical capabilities of the State 
Auditor's Office relative to local government operations and stat~local relationships. General fund expenditure 
to be offset by an equivalent reduction in the funds available for aids to local governments. 

RATIONALE: 

During the past decade, much attention has been focused on the relationships between the state and local 
governments. As the federal government has reduced its commitment to the provision of domestic services, 
state and local officials have struggled to fill the void. The increased demand for various public services has 
placed tremendous fiscal stress on state and local budgets. Since the demand for improved public services is 
unlikely to subside, and state and local officials can no longer realistically look to the federal government for 
assistance, Minnesota must do everything possible to improve the efficiency and effectiveness of its existing 
service delivery structures and processes. 

Unfortunately, few individuals fully understand the fiscal and service delivery relationships between the state 
and its 4300 political subdivisions. While 65 percent of all state tax dollars are spent at the local level, very 
little is known about the individual units of government. While much fiscal data is gathered, it is most often 
not detailed and reliable enough to make valid comparisons between local governments. Furthermore, the 
propensity of the state to impose mandates on local governments, without providing the fiscal resources to fund 
those relationships. 

The State Auditor's Office is in the best position to improve the quality and analysis of local government fiscal 
data. Improving the quality of the data, and providing meaningful and timely analysis of the data, is a 
necessary first step toward reforming the fiscal and service delivery relationships between the stale and its local 
governments. By improving the research and analysis capacity of the State Auditor's Office, executive and 
legislative branch policy makers will be able to formulate policies that help government services. 

GOVERNOR'S RECOMMENDATION: 

Recognizing the distinction between separate branches of government, the Governor respectfully acknowledges 
the right of the Office of the State Auditor to present its budgetary needs directly to the legislature for 
consideration. 
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Audit Practice 
State Auditor 

ACTIV-, 
PROGRANi; 

AGENCY: Office of the State Auditor 

DECISION ITEM: Audit Practice Expense 

AGENCY PLAN: 

Expenditures 
General Fund 

Revenues 
General Fund 

GOVERNOR'S RECOMMENDATION: 

Expenditures 
General Fund 

Revenues 
General Fund 

Requires statutory change: 
Statutes Affected: 

ITEM SUMMARY: 

Yes 

F.Y. 1992 

$ 439 

$ 439 

$ 

$ 

No 

1992-93 Biennial Budget 

Dollars in Thousands 
F.Y. 1993 F.Y. 1994 F.Y. 1993 

$ 736 $ 736 $ 736 

$ 736 $ 736 $ 736 

$ $ $ 

$ $ $ 

The Office of the State Auditor is requesting 5 additional positions to meet changing audit demands/engageme­
nts and changing audit standards set forth by the United States Government Accounting Office, Government 
Audit Standards. To cover increased audit costs including an anticipated 4.5% increase in personnel services 
for bargaining unit settlements and employee promotions to continue our current level of audits. 

RATIONALE: 

To allow the Office of the State Auditor to perform financial and compliance audits of local governments 
pursuant to statutory mandate. 

GOVERNOR'S RECOMMENDATION: 

Recognizing the distinction between separate branches of government, the Governor respectfully acknowledges 
the right of the Office of the State Auditor to present its budgetary needs directly to the legislature for 
consideration. 
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Position Reconciliation: 

Authority: 

Legislative Complement: 
General Fund 

Total Permanent Positions 

TOT AL Positions 

Employees 
on 6-30-90 

Office of tht 1te Treasurer 

Position and Employee Status Information 

Current 
F.Y. 1991 

12 

12 

12 

12 

Requested 
For 6-30-93 

12 

12 

12 

Employees by Employment Status: 

6-30-90 

Full-Time Unlimited 12 

TOTAL 12 
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AGENCY: Office o[ the State Treasurer 1992-93 Biennial Budget 

MISSION: 
The mission o[ the omce o[ State Treasurer (o[fice), the chie[ elected 
state financial o[ficer, is to any out responsibilities in various monetary areas important to the 
efficient fiscal operation of state government, including: provide a system o[ checks and balances in 
the financial affairs of the state, formulate policy for cash control, and maintain sound cash 
management; debt service accounting; pension investment policy; policy for leasing natural resource 
sites; policy for state/[ederal fiscal relations; and coordination o[ related fimmcial matters with the 
legislature and state and local agencies. 

The Treasurer serves as a member of the State Board o[ Investment (SBI), the Executive Council, 
and by Governor's appointment, the Minnesota State Retirement System Board of Directors. 

In addition, the incumbent Treasurer is an advocate for public employee pension rights, consumer 
rights, shareholder rights, democracy in corporate governance and intergovernmental tax immunity. 
The incumbent is also active in national public finance organizations: National Association of State 
Tre2sur~!1>; NatioP.21 t::'.onferen<::e on Public Employee Retirement Sy-,tems; Public Finance Network; 
Council of Institutional Investors; and Government Finance Officers Association. 

The proper execution of these duties benefit the citizens and government o[ the state of Minnesota 
and requires funding at an adequate level. 

The operational responsibilities and objectives of the office include: 

• Approve an annual total of approximately 4,500,000 state issued warrants and legislative payroll 
and expenditures as they are presented by banks daily for payment. 

• Accurately record daily deposits into 240 banks as reported by approximately 160 Deputy 
Registrars and 170 stale agency accounts throughout the state. 

11 Maximize investment earnings by determining amounts available for investment twice daily after 
analyzing receipt and disbursement activity. 

• Verify all investment expenditures made by SBI staff and authorize payment to brokers. 

11 Verify receipts of all investment proceeds earned from investments made on behal[ of state 
agencies. 

• Assure each day that all state funds on deposit are properly collateralized. 

11 Formulate policy for cash management procedures. 

11 Pay and account for principal and interest due for some 70 state bonded debt issues. 

11 Receive, account for, and deposit federal and state income tax, medicare and social security taxes 
for the legislature, boards and commissions, state employees, state universities and community 
colleges. 

11 Maintain computerized inventory and activity reports to Department of Commerce for unclaimed 
properly held by the slate. 

11 Receive, account for and deposit the state shares of county receipts, miscellaneous gi[ts and 
escheated estates proceeds. 

• Operate a cash facility to redeem state warrants, bonds and bond coupons. 

MAJOR POLICY DRIVERS: 
The state Treasurer receives and accounts for all monies paid into the state treasury and acts as a 
custodian for the same until lawfully disbursed. The activities described in the mission statement 
require sound casi1 management policies and procedures as well as a system of checks and balances 
internally and among agencies. The result is accountability to taxpayers for safekeeping public funds. 
The office has been innovative and aggressive in both cash management activities and operationally. 
Since 1985, the omce as endured a staff reduction of 40%, while volumes, programs and 
responsibilities have increased. During the past year, this office has been working with the 
Department of Human Services to implement their "MAXIS" project. This project will increase 
warrant volumes by approximately 50% and double bank account activity. The Treasurer's 
information system, 10 years old and in constant repair, is essential to fulfilling the needs o[: 1) 
Department of Finance Statewide Accounting System (SWA); 2) cash management, and 3) checks 
and balances for the state's cash control system. Declining economic conditions will increase our 
need to maintain a cash management system that maximizes earnings to the General Fund. 

Electronic Data Interchange (EDI) and Electronic Fund Transfer (EFT) technology will be 
incorporated into the state's financial operations in the near future. The Treasurer's office will 
provide a major role in policy and application decisions as this process is carried out. 

The omce is a service orientated omce. The omce serves the public and all state agencies in 
performing duties that are unique. The office is the cash management and cash control center for 
the state. It transforms all revenues to cash and drives cash investment. The office is a vital link 
in the SWA system by providing fiscal information necessary to operate state government. In short, 
the office is watchdog for all monies paid into and out of the General Fund, retirement funds, debt 
service funds and other funds as representative of the taxpayers of Minnesota. 

EXPLANATION OF BUDGET JSSlffiS AND ALIBRNATIVES: 
The office is a part o[ virtually all financial affairs of all agencies in state government; however, its 
entire operating budget is paid by the General Fund rather than partially offset by the agencies for 
whom services are provided by the Treasurer. 

• We do not have the authority or ability to contract with others for financial services provided; 
• We do not maintain revolving fund accounts to recover our costs; 
11 We do not recover any part of our operating costs from the taxes, fines and fees which we 

process and which contribute to the General Fund; and, 
11 We do not receive any portion of the tens o[ millions of dollars ($162 million in the last 

biennium) generated by invested treasurer's cash for the General Fund; however, cash 
management, investment activity and warrant and receipt processing are continually increasing. 

Since the office has only 1 program, our costs are mostly non-discretionary. Personnel costs account 
for 81 % o[ our budget. Fixed operating contracts account for 14%. Only about 5% ($25,000) of 
our budget is le[t for discretionary expenses such as supplies, printing, equipment, education and 
travel. Because of low turnover, personnel costs continue to erode each year the amount o[ the 
appropriation available for discretionary expenditures. Loss of earnings to the General Fund will be 
greater than any savings realized by applying the normal base reallocation decision to this office. 
Full support for the vital financial services provided by the Treasurer's Orfice is important to the 
successful financial management and sa[ety of public funds. 

GOVERNOR'S RECOMMENDATION: 
Recognizing the distinction between separate branches of government, the Governor respect[ully 
acknowledges the right o[ the Office of the State Treasurer to present its budgetary needs directly 
to the legislature for consideration. 

PAGE 15fl 



AGENCY: STATE TREASURER 
PROGRAM: STATE TREASURY 

ACTIVITY RESOURCE ALLOCATION: 

TREASURY MANAGEMENT 
-------------------
TOTAL EXPENDITURES BY ACTIVITY 

DETAIL BY CATEGORY: 
----------------
STATE OPERATIONS 
----------------
TOTAL EXPENDITURES BY CATEGORY 

SOURCES Of FINANCING: 
---------------------
DIRECT APPROPRIATIONS: 

GENERAL 
STATUTORY APPROPRIATIONS: 
---------------
TOTAL FINANCING 

FY 1989 

.550 
----------------------.550 

550 
=========== 

.5.50 

.550 

=========== 
550 

1992-1993 BIENNIAL BUDGET 
(DOLLARS IN THOUSANDS) 

fV 1992 fV 1993 

FY 1990 --· ·-·· ·- --_·------
600 

=======:a=== 
600 

600 
=========== 

600 

600 

=======•=== 
600 

Est. 
FY 1991 

664 
----------------------

664 

664 

664 

664 

============ 
664 

Ad,iustecd 
Base 

656 
----------------------

656 

656 

656 

656 

----------------------
6.56 

Agency Governor Adjusted Agency Governor 
Pl.an Re comm. Base Pl.an Re comm. 

1,441 656 654 1,363 654 
----------- ---------------------- ----------- =========== =========== =========== 

1,441 6.56 654 1,363 654 

1,441 656 6.54 1,363 654 
---------------------- ---------------------- =========== =========== =========== 

1,441 656 654 1,363 654 

1,441 656 654 1,363 664 

----------- ---------------------- ----------- ----------- ---------------------- ----------- =========== 
1,441 656 654 1,363 654 
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AGENCY: STATE TREASURER 

F.Y.91 FUNDING LEVEL 

NON RECURRING EXPENDITURES 
LEG=DIRECTED ADJUSTMENTS 
SALARY ANNUALIZATION 
DOCUMENTED RENT/LEASE !NCR. 

TOTAL 
BIENNIAL TOTAL 

All FUNDS 
F.Y.92 F.Y.93 

664 

<25> 
6 
7 
4 

BASE RECONCILIATION REPORT 
for 1992-1993 Biennium 

GENERAL FUND 
F.Y.92 F.Y.93 

664 664 664 

<25> <25> <25> 
6 6 6 
5 7 5 
4 4 4 

----------- ----------- ----------- -----------
656 654 656 654 

1,310 1,310 

OTHER STATE FUNDS FEDERAL FUNDS 
F.Y.92 F.Y.93 F.Y.92 F.Y.93 
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Acrr· 
PROGRA.., .. .; 

AGENCY: 

Treasucy Management 
State Treasurer 
State Treasurer 

DECISION ITEM: Personal Services Funding 

F.Y. 1992 

AGENCY Pl.AN: 

F.xpenditun!S 
General Fund $ 35 

Revenues 
General Fund $ -0-

GOVERNOR'S RECOMMENDATION: 

Expenditures 
General Fund $ -0-

Revenues 
General Fund $ -0-

Requires statutory change: Yes X 
Statutes Affeck:d: 

ITEM SUMMARY: 

19'J2--93 Biennial Budget 

Dollars in Thousands 
F.Y. 1993 F.Y. 1994 F.Y. 1995 

$ 64 $ 64 $ 64 

$ -0- $ -0- $ -0-

$ -0- $ -0- $ -0-

$ -0- $ -0- $ -0-

No 

This request assumes that negotiated wage increase will not be appropriated to agencies and assumes; 
1) 4.5% wage increases in F.Y. 1992 and F.Y. 1993, and; 2) $28,000 of progression increases for F.Y. 
1992 and F.Y. 1993 combined. 

RATIONALE: 

The Office of the State Treasurer has already absorbed a 40% reduction in staff and related funding 
over the past 5 years, with !!.Q increases in base level funding for operating costs during the same 
period. Non-discretionacy operating costs continue to rise and erode the amount of discretionacy 
funds available to absorb obligations that are required but not appropriated. For example, the 
anticipated increases represented in this funding request are $99,000 for the biennium, whereas, our 
total discrelionacy funds are only $50,000 and, must be used to cover all supplies, travel, department 
head, equipment education required for the office to operate. 

GOVERNOR'S RECOMMENDATION: 

Recognizing the distinction between separate branches of government, the Governor respectfully 
acknowledges the right of the State Treasurer to present its budgetacy needs directly to the 
Legislature for consideration. 
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ACTIVITY: 
PROGRAM: 

AGENCY: 

Treasury Management 
State Treasurer 
State Treasurer 

DECISION ITEM: Bank Service Charges 

AGENCY PLAN: 

&peoditures 
General Fund 

Revenues 
General Fund 

GOVERNOR'S RECOMMENDATION: 

&peoditures 
General Fund 

Revenues 
General Fund 

Requires statutory change: X Yes 

F.Y. 1992 

$ -0-

$ -0-

$ -0-

$ -0-

Slatuta Affected: M.S. 16A27, Subd.5, Ch.7 

ITEM SUMMARY: 

19CJ2..93 Biennial Budget 

Dollars in Thousands 
F.Y. 1993 F.Y. 1994 F.Y. 1995 

$ 645 $ 645 $ 645 

$ 893 $ 893 $ 893 

$ -0- $ -0- $ -0-

$ -0- $ -0- $ -0-

No 

The Office of the State Treasurer, requests funding of $645,000 for F.Y. 1993 and 1.0 position to 
pay banking charges by fees instead of compensating balances. 

RATIONALE: 

The Office of the State Treasurer is proposing to pay bank service charges by fee rather than the 
current practice of using compensating balances. Through cash management and the State Board 
of Investment an additional $240,000 would be generated annually and added to the General Fund. 
The reason for this difference is; 1) the State Board of Investment can earn approximately 1 % more 
than the bank; 2) the cost of managing the compensating balances is .5%; and; 3) only 88% of the 
balances in the bank earn any interest because federal laws require that 12% be relained as a reserve 
requirement. 

GOVERNOR'S RECOMMENDATION: 

Recognizing the distinction between separate branches of government, the Governor respectfully 
acknowledges the right of the State Treasurer to present its budgetary needs directly to the 
Legislature for consideration. 
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ACTI' 
PROGRAM: 

AGENCY: 

Treasury Management 
State Treasurer 
State Treasurer 

DECISION ITEM: Information System 

AGENCY Pl.AN: 

Expenditures 
General Fund 

Revenues 
General Fund 

GOVERNOR'S RECOMMENDATION: 

&penditures 
General Fund 

Revenues 
General Fund 

Requires statutory change: Yes 
Statutes Affected: 

ITEM SUMMARY: 

F.Y. 1992 

$ 750 

$ -0-

$ -0-

$ -0-

X 

1992-93 Biennial Budge 

Dollars in Thousands 
F.Y. 1993 F.Y. 1994 ,E.Y. 1995 

$ -0- $ -0- $ --0-

$ -0- $ -0- $ -0-

$ -0- $ -0- $ -0-

$ -0- $ -0- $ -0-

No 

The 1990 legislature appropriated $25,000 to study the needs of the Treasurer's Information System. 
This request is a result of that study. This request is supported by the Information Policy Office, 
Intertechnologies Group and the Department of Human Services. 

RATIONAlE: 

Estimated hardware costs are $300,000 to $350,000 and estimated software costs are $400,000 to 
$425,000. This System must be replaced because of its age and unreliability and also the Department 
of Human Services' "MAXIS Program" will increase the number of warrants processed by some 50% 
and the number of bank accounts by as much as 100%. See "Major Policy Drivers" section for full 
discussion. In addition, an updated system will save the General Fund and the Department of 
Human Services a minimum of $300,000 annually in processing costs. This one-time appropriation 
will satisfy the needs of the Statewide accounting system, cash management, checks and balances 
and the Department of Human Services for years to come. 

GOVERNOR'S RECOMMENDATION: 

Recognizing the distinction between separate branches of government, the Governor respectfully 
acknowledges the right of the State Treasurer to present its budgetary needs directly to the 
Legislature for consideration. 
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19'J2-93 'INIAL BUDGET 

PROGRAM ·smucnJRE 

AGENCY: ADMINISTRATION, DEPARTMENT OF 

PROGRAM PAGE 

OPERATIONS MANAGEMENT 

Risk Management 
Materials Management 
Travel Management 
Print Communications 
State Employee Assistance Program 
Minnesota Office on Volunteer Services 

INTERTECHNOLOGIES GROUP 

Information Seivices the Public Sector Buys 
Information Support for Agencies and the Public 
9-1-1 
STARS 

PROPERTY MANAGEMENT 

Real Estate Management 
Energy Conservation 
Stale Building Construction 
Building Codes and Standards 
Plant Management 

ADMINISTRATIVE MANAGEMENT 

Fiscal and Personnel Services 
Executive Support 
Public Broadcasting 
Minnesota Public Radio 
Twin Cities Regional Cable Channel 
Oil Overcharge 

INFORMATION POLICY OFFICE 

Information Planning and Resource Management 
Data Privacy 
Intergovernmental Information Systems (IISAC) 

173 

184 

193 

200 

204 
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OEPJ.l<TMEIIT OF J.!ll'.INI STU Tl ON ORGJ.11121.TION CHI.RT 
AT 09/30/90 

FISCAL AND PERSOlillEL SERVICES 

OFFICE OF THE COffilSSIOIIER 

CEXEOJTIVE SUPPORT) M.C.li.&.G!::1-(EI.T .&.l..&.L YS IS 

OJRRENT POSITID-:S OJRREIIT POSITIOOS 24.0 CURREliT POSIT 101.S 

OJL OVERCH.&.RGE 

CURREIIT POSIT! QIIS 2. 1 

.t.SSISTAAT COHMISSIONER 
OPERA Tl OOS l'.1.1..&.GEHEIIT BUREAU 

RI SK l'..t-llAGEl'.ENT 

OJRRENT POSITIONS 3.9 

l'J.TERJALS MAN.t.-GEMEIIT 

OJRRENT POSITJOOS 82.3 

TRAVEL l'J.111-GEHEIIT 

OJRREIIT POSITIONS 17.0 

PRINT cn+IUNICATIONS 

OJRREIIT POSlTJOt;S 9S.1 

STA TE EH?LOYEE ASS I STANCE 
PRO:.RAM 

ClJRRENT POSITIONS 7.0 

MINNESOTA OFFICE ON VOLUNTEER 
SERVICES 

OJRRENT POSI TIOl;S 6.0 

.t.SSISTJ.IIT c:t:)l{l'.ISSIOOER 
IIITERTECHNOLOOIES Gi'HlJP 

IIIFO.-l'J..TIOfl SERVICES 

OJRREIIT POSITJQ!;S 315.0 

9·1-1 

ClJRl<EIIT POSJ Tl OliS 3.0 

SH.RS 

ClJRREJ:T POSITI(ll;S 6.0 

9.3 

I.SSISTl,.IIT ~ISSJQ&;ER 
PRO?ERT1' M.t.l..t.GEl'.EliT B:JRE~ 

REJ.L EST .t. TE l'..t-li.t.~EMEliT 

CURRENT POSITIOliS 5.3 

PUNT l'..c.11.&.~E!-!EliT 

tURREIIT POSITIOI.S 194.4 

BUILDJIIG COOE 

CURREIIT POSITIO~S 24.0 

BUILDING tOIISTRUCTION 

CURREIIT POSITJOliS 2S.O 

ENERGY COIISERW,TION 

OJRRENT POSIT IOIIS 5.0 

22.2 

ASSISTt-1.T tCMMISSJOi.ER 
H,FO~.t.TION POLICY OFFICE 

llifO~l,.TJON PLI.I.NJNG t-N:> 
RESOJRCE .t.!lMIIIJSHATION 

OJRREliT POSITIOliS 19.6 

J.l.S.A.t. 

OJRii'.EIIT PCSITIOt;S 2.0 

OJ.TA PRIVACY 

OJRREIIT POSITIOIIS 2.0 
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DEPARTMEN1 ,F ADMINISTRATION 

POSITION AND EMPLOYEE STATUS INFORMATION 

Position Reconciliation: 

Authority: 
Current Requested 
F.Y. 91 For 6/30/93 

Legislative Complement: 
General Fund 
Special Revenue 
Revolving 
Gift 

Budgetary Authorized 
Special Revenue 

239.6 
22.1 

611. 4 
1.0 

2.1 

Total Permanent Positions 876.2 

Other Complement (FTE) 87.0 

TOTAL Positions 963.2 

Employees 
on 6/30/90 847.0 

240.9 
24.2 

610.l 
1.0 

876.2 

87.0 

963.2 

Employees by Employment Status: 

6/30/90 

Full-Time Unlimited 
Full-Time Temporary 
Part-Time Unlimited 
Part-Time Temporar¥ 
Intermittent Unlimited 

TOTAL 

750 
64 
17 
15 

1 

847 
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AGENCY: Administration, Department of 1C)C)2..93 Biennial Budget 

MISSION: 

The Minnesota Department of Administration (Admin) is the staff agency charged with managing 
the internal operations of the executive branch of Minnesota state government. It summarizes its 
purpose in the following mission statement: 

We are proud to help meet citi7.ens' needs by providing: 

• Technology tools 
• Management services 
• Operations support 
• Working environments 

for our partners in Minnesota government. 

In carrying out its mission, Admin creates value for taxpayers by helping line agency managers 
succeed at meeting their program goals. This outlook is part of a changing vision of staff agencies. 

In the 1930s, a citizen-based reform movement developed the bureaucratic reform model of 
government operations which emphasized standardization, efficiency and oversight. Admin, like other 
staff agencies, was created to cany out the reform. 

Over SO years, the reform vision successfully organized executive branch operations and institutional­
ized government accountability to the public. But it also developed into a rigid model that cannot 
completely meet today's challenges. Admin is trying to modify that model to make government 
more responsive. 

Government today operates in a new environment. Institutions, including government, have become 
larger and more complex. Technological advances have made standardization more cumbersome 
and customization more cost-effective. Consumers and citizens demand a higher level of 
accountability -- one that combines service and value. 

Admin is working with line agency managers to transform the bureaucratic model of government into 
one that adapts to new public expectations of service and accountability. 

Strategy 

Admin strives to accomplish its mission of helping line agency managers by strategically dividing its 
leadership and service functions under a program called Enterprise Management. The program 
emphasizes the end product -- the needs of the customer. Accountability for both service and 
control functions are based on relationships with agency customers, legislators and the governor. 

• Leadenhip functiona are those which serve a broad public good and whose customers are the 
governor and the legislature. In its leadership functions, where traditional standards and 
procedures are necessary, Admin attempts to 'win' compliance through education and incentives 
rather than punitive sanctions. Leadership functions are paid for through general fund 
appropriations. To some extent, their performance determines their level of funding from the 
governor and the legislature. Other accountability relationships include input from agency groups 
such as: 

1. the Information Policy Council, a group of state agency executives which helps establish policies 
and principles for information management and 

2. the Information Policy Advisory Task Force of citizens, businesses, libraries, local governments, 
education and all 3 branches of government which advises on state information policy from the 

citi7.en and service point of view. 

• Servioe Functiooa have line agencies as primary customers and provide services such as printing, 
data processing, telephone service, vehicle leasing and management consulting. Through the use 
of revolving funds, services operate on the fees they generate. Services are further divided into 
3 activities: marketplace, utilities, and cooperatives. 

1. Marketplace activities operate most closely to a private business, operating on their revenues and 
competing in the open marketplace. Competition and customer satisfaction provide strong 
accountability. 

2 Utility activities are "monopolies" much like consumers' water, electric and telephone services. 
These activities promote efficiency and economy of scale. Since these services are mandated, 
accountability is ensured through rate panels of customer representatives which determine utility 
fees. Customers also demonstrate their discretion through the amount of service they use, 
formalized through service level agreements. 

3. Cooperative activities are a new category where several agencies see the advantage of jointly 
providing a service. This category is new and is represented by 2 groups: the Inter'fechnologies 
Board and the STARS Advisory Council. 

Admin carries out its mission by strategically separating its leadership and service functions and by 
organizing into the following functional areas: 

• Management - the Management Analysis Division (MAD) bas both leadership and service 
functions. Its leadership functions include developing and implementing statewide management 
and quality improvement programs such as the state's STEP (Strive Toward Excellence in 
Performance) program, preparing executive orders, and approving agency reorganizations. MAD's 
service activities include organizational development, management consulting, and legislative 
studies. 

• ~ -- Admin's Property Management Bureau provides a mix of leadership and service 
activities. It manages the state's building program, helps develop state building plans, manages 
the building and land in the Capitol complex, and is responsible for the state building code. 

• Information Policy - The Information Policy Office serves a leadership role by developing a 
statewide information architecture, preparing a strategic information plan, reviewing budgets for 
information systems, and interpreting and advising on the state's data practices law. 

• Technology - Admin's Inter'fechnologies Group provides an array of technology services to 
government agencies including data services; network development; telecommunications; and 
development, implementation and management of STARS (the Statewide Telecommunications 
Access and Routing System). 

• Operations -- The Operations Management Bureau provides basic services to government agencies 
and to the public. They include purchasing, printing, operation of the state motor pool, travel 
management services, and risk management. 

MAJOR POLICY DRIVERS: 

Three major factors affect Admin's delivery of services and leadership responsibilities: management 
challenges, technological change and state policies. 

Management Challenges 

State government's major challenge of the 1990s will be how to effectively deliver state services with 
little or no new resources. As a leader in state management, Admin believes that the time has 
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come for a major new state effort to improve the productivity and quality of government services. 
In many instances, the best way to do this is to challenge the institutionalized way of doing things 
and propose innovations which replace those old ways with new efficiencies requiring no new 
resources. 

Admin has sought to improve service delivery through its use of revolving funds in its Enterprise 
Management program. However, for the program to work most effectively, Admin service managers 
need more discretion to plan and react to changes in the market. In the area of pricing, for instance, 
service managers need more flexibility to respond to inflation, competition and outside pressures such 
as rising fuel costs, which could create a need for price increases. Conversely, investments in 
technology could create the opportunity for significant productivity and cost improvements which 
would lead to price decreases. 

Another important issue is complement control. Admin's revolving funds play a key role in its 
separation of service and control functions. By making service activities operate on the revenues they 
generate, they become more accountable for the end product - the needs of their customers. But 
Admin needs the tools to make revolving funds work most successfully. One recommendation is to 
relax complement control. 

Through complement control, the legislature has expressed concern that unnecessary hiring might 
occur -- with negative effects on the budget. In an enterprise model, however, complement decisions 
are not made independently of the business activity. Rather, staff additions and reductions reflect 
the level of business activity. As business needs expand, staff increases may occur. As business 
activity falls, reductions may occur. Admin believes that for the enterprise model to work 
successfully, the complement for a revolving fund must have room to fluctuate as business demand 
rises and falls. Success and accountability should be measured by the quality of its services and 
health of the revolving fund rather than the number of employees. 

Even in general fund activities, complement controls might be unnecessary when budgetary controls 
by the legislature and Department of Finance are already in place. If general fund managers could 
determine their own complement levels within their assigned budgets, they could more creatively 
restructure programs to help hold down budget increases. 

Technological Change 

During the 1980s, 2 developments changed the way organizations could link themselves together 
through telecommunications: federal deregulation of the telecommunications industry and rapid new 
developments in telecommunications technology such as fiber optics. Suddenly the state of Minnesota 
was forced to look at new ways to provide a statewide telecommunications system for government 
agencies. The result is STARS (Statewide Telecommunications Access and Routing System), a joint 
effort of Admin's InterTechnologies Group and the Higher Education Advisory Council. 

STARS planning is now completed and Admin is ready to lease the new system. This project is a 
critical piece of the state infrastructure and has potential to stimulate economic development in 
Greater Minnesota. For the project to go foiward, Admin will need cash flow money for the STARS 
fund unti& it can pay its own way -- and repay the cash flow investment. 
Admin's foterTechnologies Group is also involved in a project which exploits the potential of a new 
technology known as expert systems. 

Expert systems are a promising branch of artificial intelligence which transfer the knowledge of an 
expert onto a computer software program. The program makes it possible for nonexperts to perform 
many of the same tasks as the expert -- and at the same high level of quality as the expert. The 
benefit to the state will be improved service at relatively low cost. 

The expert systems project is part of a larger research program in the InterTechr. j group 
known as AllTech (Alliances for Technology Development). AllTech joins together sta\-... _ ~~mment 
and private companies in researching applications of new technology. 

AIITech provides benefits for both the private sector and state government. For the private sector, 
companies are able to research and develop new products. For state government, we are able to 
benefit from the newest technologies that specifically address state needs, and we are able to develop 
the expertise of our employees. In some instances, the state may also receive some royalties from 
products it has jointly developed. 

AIITech attempts to fund its projects through grants, loans and in-kind services from its private 
sector partners thus freeing up valuable state funds for other uses. While there are no specific 
requests for funding AllTech, there may be a need in the future to change statutes which restrict the 
state's ability to develop and market new products. 

State Policies 

During the next few years, a number of state policy goals will affect how Admin delivers its services 
and provides leadership as a staff agency. 

Increased emphasis on the environment will expand state recycling programs already in place. In the 
past 2 years; Admin has established a statewide network for collection and disposal of recyclable 
products used by state agencies. Admin has also requested recycling plans from every major state 
agency and promoted awareness of recycling efforts. Despite its successes, the state recycling office 
is understaffed. Future recycling mandates will require additional staff and resources or a 
restructuring of cdsting programs. 

Environmental and economic concerns will also affect state energy policy, as recent events in the 
Middle East have demonstrated. Admin is already a key player in the state's energy conservation 
efforts through its management of state buildings, commuter van pool and the state car fleet. 

Admin's Energy Conservation Division has already helped cut energy use in state-owned buildings 
by 31.4% since 1973. That represents a $60 million to $80 million savings. As a lead agency in the 
Governor's Energy/Environmental Planning Team, Admin can be expected to request legislative 
changes and appropriations for energy programs that earn long-term state savings. 

In the area of building management, Admin is developing a 10-year space plan for providing work 
and office space for state governme~t. In St. Paul, the current ratio of state-owned vs. state-leased 
space is 40-to-60. Admin's plan is looking at reversing that ratio to 60-to-40. The plan addresses 
several major policy issues which will need legislative input including lease vs. build, lease-purchase 
vs. bonding, and the ,iting of state office space. 

In another major policy area, Admin joined the legislature last year in creating the nation's first 
response to the U.S. Supreme Court's 1989 ~ decision. The Court's decision had eliminated 
Minnesota's 14-year-old purchasing set-aside program known as the SED (Socially and Economically 
Disadvantaged) program. 

Admin's new Small Business Assistance Program for Economically Disadvantaged Businesses 
continues Minnesota's commitment to female- and minority-owned businesses. It also remedies past 
discrimination without setting quotas and serves as an economic development tool for small 
businesses throughout most of Greater Minnesota. By using the state's purchasing power to 
encourage social change, the new program supports Admin's mission of helping to meet citizens' 
needs. 

EXPLANATION OF BlIDGET ISSUES AND ALTERNATIVES: 

The major budget issue is how Admin will respond if there is no salary supplement to cover the cost 
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of negotiated salary increases. If there is no salary supplement, the options available to Admin are 
lower levels of service, terminating lesser-priority programs, charging agencies for services not 
previously charged and laying off staff. These options are identified in more detail in the program 
narratives. 

In any budget scenario, Admin's extremely low percentage of general fund activity magnifies the 
effects of general fund decisions. In the current biennium, only $19.1 million of Admin's $140 
million budget is general fund money. Of that $19.1 million, $5.6 million goes to public broadcasting 
grants, local government grants and legislative rent. These are "pass through" monies controlled by 
the legislature. The balance of about $13.5 million comprises less than 10% of Admin's total budget. 

In addition, cuts in Admin's general fund activities often mean an increase in state agency 
expenditures. Admin's general fund activities are centralized functions that improve efficiency and 
cost-effectiveness. For instance, without the services of Admin's telecommunications analysts, each 
agency would face developing its own specifications and contracts for telecommunications services. 
Or without the services of Admin's Real Estate Management Division, each agency would need lo 
develop building specifications and write and negotiate its own leases. 

As a staff agency, Admin also has some broad coordinating responsibilities which are supported by 
the agency's Administrative Management program without appropriate funding. These responsibilities, 
which cross organizational lines, are often urgent administrative issues which arise and need a 
response. 

Examples include the state's energy policy, security issues for state operations and insurance policies 
and environmental concerns such as the state's use of 2,4-D in lawn maintenance. 
Often, as in the case of state energy policies, there are significant long-term savings for properly 
funded and executed programs. 

Throughout the Department of Administration's budget, there are pages highlighting the status of 
our revolving funds. The term "revolving funds" is used to include both enterprise funds and internal 
service funds. Definition of both funds appears below: 

• Internal Service Funds: "A fund used to account for the financing of goods or services provided 
by 1 department or agency to other departments or agencies of the governmental unit, or to 
other governmental units, on a cost-reimbursement basis." Examples of internal service funds are 
travel management, motor pool, and plant management leases. 

• Enterprise Funds: "A fund used to account for operations a) that are financed and operated in 
a manner similar to private business enterprises, where the intent of the governing body is that 
the costs (expenses, including depreciation) of providing goods or services to the general public 
on a continuing basis be financed or recovered primarily through user charges; or b) where the 
governing body has decided that periodic determination of revenues earned, expenses incurred 
and/or net income is appropriate for capital maintenance, public policy, management control, 
accountability or other purposes." The fund for documents or "Minnesota's Bookstore" in the 
Print Communications Division is an example of an enterprise fund. 

All of these funds are accountable to their customers, primarily line agencies, for meeting needs 
cost-effectively. Funds are held accountable for quality service through meeting customer needs, 
competitive rates, and a financially viable fund. They are also accountable to the legislature and 
the governor for solvency and the public good. 

Over the past 5 years, Admin has held the average increase of its revolving fund rates to 0.94%. 
At this same time, the consumer price index (urban wage earners) has increased 3.91%, and the 
general fund has increased by 5.70%. Between F.Y. 1990 and F.Y. 1991, rates decreased 4.48%. 

This means that Admin's customers will pay approximately $3.6 million less this year than they did 
in F.Y. 1990 for the same level of services. Factors that contributed to this performance include 
greater market share, increased productivity, and cost reductions. 

Admin's revolving funds have revenues of approximately $65 million, which represent nearly 46% 
of Admin's total budget. 

Over the past few years, the department has placed heightened emphasis on continued improvement 
in the financial management of these funds and increasing the level of service expected by our 
customers. Through the introduction of what Admin calls the "enterprise management" program, our 
managers have been challenged to find new ways of being competitive with the marketplace, including 
the investigation of new markets and the development of new products. Enterprise management has 
introduced marketplace dynamics to the management of our revolving funds, including the use of the 
following strategies: 

• Price comparisons with private sector providers of the same service, 

• rate panels comprised of customers to review services and rates, 

11 service level agreements between the fund management and customers which specify what services 
the customer will receive at a specific rate based on the customer's demand, and 

• innovative customer surveys designed to provide feedback to management. 

Most of Admin's revolving funds were originally capitalized in 1979, with additional capital being 
provided to growing funds from time to time. No general funds have been added to these funds 
since 1987. The cash position of these funds generally remains very healthy, although the cash flow 
patterns vary from fund to fund. Good cash position is critical so ongoing business needs can be 
met, and bills can be paid promptly. 

Because fund managers have been able to keep their rates low, one might think that necessary 
investments to keep business up to date have been delayed. On the contrary, Admin's revolving 
funds had major investments of $18,250,748 in F.Y. 1989 and investments in F.Y. 1990 of 
approximately $15,985,105. These investments include a new computer in the lnterfechnologies 
Group and a new printing press in the Print Communications Division. 

The summary pages for Admin's revolving funds are presented here to provide a complete view of 
Admin's budget. 
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PROGRAM RESOURCE ALLOCATION: 
-----------------------------------
OPERATIONS MANAGEMENT 
INTERTECHNOLOGIES GROUP 
PROPERTY MANAGEMENT 
ADMINISTRATIVE MANAGEMENT 
INFORMATION POLICY OFFICE 
MANAGEMENT ANALYSIS 
-------------------------
TOTAL EXPENDITURES BY PROGRAM 

SOURCES OF FINANCING: 
---------------------
DIRECT APPROPRIATIONS: 

GENERAL 
SP REV DIRECT APPROP 

STATUTORY APPROPRIATIONS: 
GENERAL 
STATE GOVT SPEC REV 
SPECIAL REVENUE 
HGHHY USER TAX DISTR 
FEDERAL 
HORKERS COMP SPECIAL 
NE MN ECONOMIC PROT 
AGENCY 
GIFTS AND DEPOSITS 

FY 1989 

12,691 
5,661 
8,571 

12,446 
1,221 
1,174 

41,764 

16,006 
1,617 

95 

13,686 
1 

758 
284 
135 

8;,828 
354 

1992-1993 BIENNIAL BUDGET 
(DOLLARS IN THOUSANDS) 

FY 1990 

13,290 
6,051 

11,434 
8,328 
1,730 
1,390 

Est. 
FY 1991 

14,782 
5,588 
9,803 
4,238 
1,655 
1,342 

Ad.justed. 
Base 

14,918 
5,602 

10,011 
4,537 
1, 6(~3 
1,350 

FY 1992 

Agency 
P1an 

14,898 
5,604 

10,021 
4,541 
1,686 
1,311 

Governor 
Recomm. 

14,898 
8,404 

10,021 
3,370 
1,686 
1,311 

----------- ----------- -----------
42,223 37,408 38,061 38,061 39,690 

20,796 20,044 20,697 20,697 22,326 

76 
7,219 4,638 4,638 4,638 4,638 
3,164 1,476 1,476 1,476 1,476 

1 7 742 980 980 980 980 
31 

161 
8,708 10,198 10;,198 10,198 10,198 

326 72 72 72 72 
----------------------------------- ----------- ----------- ----------- ----------- ----------- -----------
TOTAL FINANCING 41;,764 42;,223 37;,408 38,061 38;,061 39;,690 

Adjusted 
Base 

14,905 
5,599 

10,060 
4,534 
1,641 
1,349 

38,088 

20,724 

4,638 
1,476 

980 

10,198 
72 

FY 1993 

Agency 
P1an 

14,942 
5,431 

10,125 
4,567 
1,704 
1,319 

38,088 

20,724 

4,638 
1,476 

980 

10,198 
72 

Governor 
Recomm. 

14,942 
7,831 

10,125 
3,396 
1,704 
1,319 

39,317 

21,953 

4,638 
1,476 

960 

10,198 
72 

----------- ----------- -----------
38,088 38,088 39,317 
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All FUNDS 
f.Y.92 f.Y.93 

BASE RECONCILIATION REPORT 
for.1992-1993 8iQnnium 

GENERAL FUND 
F.Y.92 f.Y.93 

OTHER STATE FUNDS FEDERAL FUNDS 
F.Y.92 f.Y.93 F.Y.92 F.Y.95 

----------- ----------- ----------- ----------- ----------- ----------- ----------- -----------
F.Y.91 FUNDING LEVEL 146,469 14~,469 20,044 20,044 125,445 125,445 9U 980 

ONE-TIME APPROPRIATIONS <404> <404> <404> <404> 
BIENNIAL APPROPRIATIO"S 464 464 464 464 ,, 
APPROPRIATIONS CARRIED FWD <88> <88> <88> <88> 
FUND CHANGE/CONSOLIDATION 130 130 130 130 
SALARY ANNUALIZATION 155 116 155 116 
DOCUMENTED RENT/LEASE INCR. 396 462 396 462 

----------- ----------- ----------- ----------- ----------- ----------- -----------
TOTAL 147,122 147,149 20,697 20,724 125,445 125,445 980 
BIENNIAL TOTAL 294,271 41,421 250,890 

F.Y. l')')l Butlgct Hnlucllons (lnlu1matiun Only) 

'l11e lollowing F.Y. 19'>1 rcJuctmns were implemented III Laws l'NI, Chapter 2. Tht."SC reductions arc~ 1dkc1cJ as d1angcs lo F.Y. 19")1 or F.Y. 19'>2-93 BASE l.evds within the 
budget documents. 

Pnlgram Management Building Code $ (700) 

H.t·n111c1ha11on tolab 1111 ludc 1111n11.1I :-.i-1v11 ,· 11111d .1111,111111\ 1A.l111 Ii arc 11t1l 111, !ti.I, ,I ,111 Ir., .d p.1gcs wl11ch lollow. 

PAGE 

980 
1,960 



ACI'IVI7 
PROGRAl'wl. 

AGENCY: Administration, Department of 

1992--93 Biennial Budf 

DECISION ITEM: Financial Inflationary Costs - Informational 

Dollars in Thousands 
F.Y. 1992 F.Y. 1993 F.Y. 1994 F.Y. 1995 

AGENCY PLAN: 

Ezpeoditures 
General Fund - Inflation $ 385 $ 570 $ 570 $ 570 

- Reduction (385) (570) (570) (570) 
$ -0- $ -0- $ -0- $ -0-

Revenues 
General Fund $ -0- $ -0- $ -0- $ -0-

Requires statutory change: Yes X No 
Statutes Affected: 

ITEM SUMMARY: 

This reduction is needed to fund salary and inflationary increases of 3.76% in F.Y. 1992 and 1.74% 
in F.Y. 1993. 

RATIONAU!: 

1. Risk Management: A cut of $18,000 would mean that a coordinated statewide effort for business 
continuation planning would be discontinued. Lack of this centralized coordination could affect 
the state's ability to plan for a speedy recovery of critical operations following a disaster. 

2. Materials Management: A savings of $7,300 annually can be achieved by limiting the advertising 
of bids to the State Register. Advertising used to also be purchased in the Legal Ledger and 
Commerce Daily, so vendors will have to either subscribe to the State Register or visit their 
county or local library. 

3. Materials Management: An annual reduction of $75,000 could be achieved by holding open 2 
positions, one a purchasing agent which will reduce interaction with vendors to ensure timely 
delivery of supplies, materials, and other commodities. In addition there would be a reduction 
in auditing and training in the field. Holding the other position open will reduce our ability to 
operate the statewide computer purchasing system that is used by all state agencies. This will 
impede the ability of state agencies to get what they need in time and to receive the assistance 
they need regarding how to use the purchasing system. 

4. Materials Management: An annual reduction of $19,000 will eliminate student workers which will 
increase the response time involved in sending bids to vendors and in the handling of bid 
documents. 

5. Minnesota Office on Volunteer Services: This cut of $10,000 will reduce the office's ability to 
handle peak workloads by hiring temporary employees which will delay the response to requests 
from community organizations, state agencies, and other public and public sector customers. In 
addition, other forms of support to these customers will be reduced such as printed materials and 
contracted projects. 

7. Employee Assistance Program: A cut of $10,000 will eliminate Admin's contributions of supplies 
and materials to 2 employee health units. 

7. State Building Construction: Two professional positions will be held open t' h the biennium 
for a savings of $86,900 annually. This will increase the workload of managt. by transferring 
to them the scheduling duties of project work flow through the office, addressing of technical 
issues previously handled by the positions, and reducing time available for management to provide 
guidance, consultation and assistance to client agencies. 

8. Energy Conservation: A reduction of $15,465 each year of the biennium will cut in half the 
current effort for training the employees in energy conservation methods. This will mean that 
maintenance staff at facilities statewide may have less knowledge of updated energy conserv~tion 
strategies. 

9. Information Support for Agencies and the Public: Changing the Records Center from general 
to a revolving fund will save $187,000 in general fund dollars by the second year of the biennium 
and will reduce costs to state agencies for storing records, since many records are now stored in 
premium, expensive office space rather than at storage rates. 

10. Management Analysis Division: A cut of $60,000 annually will be achieved by holding a position 
vacant. This will reduce the amount of general fund support provided to the Department of 
Administration by this activity, and will reduce funding for statewide productivity/quality 
improvement programs. 

11. Executive Support: A reduction of $50,000 annually can be achieved by holding a communications 
position open and reducing a variety of related line items such as printing and postage. 

12. Telecommunications Analyst: A cut of $34,000 annually can be achieved by holding open a 
telecommunications analyst position. This will reduce the amount of free consulting provided to 
state agencies who wish to modify their phone system, or otherwise restructure their 
communications system. Some agencies may have to use private sector consultants. 

GOVERNOR'S RECOMMENDATION: 

The Governor concurs with the agency's plan. 

REVISED 4/15/91 
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The Department of Administration Operations Management Bureau provides centralized operating 
support services to the agencies of state government. These services are provided as cost-effective 
alternatives to decentralized administrative services; aa efficient and responsive ways to help other 
agencies accomplish their missions; as a means to take advantage of economies of scale; as measures 
of control and oversight for the legislature and the governor; as assurance that high public standards 
for fairness, openness, and ethics are maintained; and as a means to implement broad public policies 
and goals. Services are also offered directly to the Minnesota business community and to the public. 

The bureau achieves this mission through programs that: 

• competitively bid purchases, construction projects, and statewide volume purchase contracts in 
order to acquire quality products and services at the lowest possible prices while at the same time 
providing Minnesota businesses with fair and open access to the state's purchasing dollar; 

• target purchases toward minority-owned, female-owned, and economically disadvantaged-area small 
businesses in order to remedy the effects of prior discrimination and to alleviate the impacts of 
low income and high unemployment; 

• provide quality goods and services at low cost to political subdivisions by making state purchasing 
contracts available lo them through the Cooperative Purchasing Venture; 

• review and approve professional and technical services contracts in order to assure that proper 
open process and contract requirements have been followed; 

• report and set standards for the management of fvced assets and consumable inventory in the state 
so that accountability for assets is assured and asset investment practices are cost-efficient; 

• encourage recycling and create recycling markets by 1) creating and managing recycling services, 
2) promoting recycling and the purchasing of recycled products, 3) providing technical assistance 
to recyclers and recycling activity managers, and 4) coordinating and creating partnerships with 
recycling programs at all levels of government and in the private sector; 

• manage surplus property for maximum reusage, maximum return of value .to the state, and 
minimum cost of purchase for agencies and citizens; 

• provide office...supplies to state offices at the lowest possible price and greatest convenience; 

• manage the state's fleet of vehicles (with certain agency and system exceptions) for maximum 
cost-effectiveness by leasing vehicles at very low rates, reviewing private vehicle reimbursement, 
approving agency vehicle purchases, and matching the peaks and valleys of individual agency needs 
for maximum vehicle usage; 

• assure the availability of the lowest possible commercial air travel costs and related hotel and car 
arrangements; 

• reduce the number of vehicles driven by state employees to their worksites, and the associated 
energy consumption, by 1) providing vans for commuting and establishing the van pooling routes, 
2) providing MTC buscards at a reduced rate to state employees, and 3) promoting the usage of 
both of these programs; 

• provide state agencies with the expertise and printing services needed to produce quality printed 
documents at competitive prices; 

• finance, market, distribute, and provide a return to the state on state agency publications; 

• sell official publications, regional publications, and publicly maintained mailing lists to the public; 

• provide efficient and cost-saving federal and interoffice mailing and. addressing and inserting 
services; 

• save state agencies money by leasing and selling electronic office equipment to atate offica at low 
prices and assure office productivity by training and providing maintenance ICIVice on office 
equipment; 

• manage the state's risk by 1) identifying risk management optiona and aclecting the optimal riak 
management strategy, 2) self-insuring through the Risk Management Fund when pun:hucd 
insurance policies are more expensive or not available, and 3) purchasing appropriate insurance 
when prica are reasonable and appropriate policica are available from dependable private 
companies; 

• prepare state operations for a disaster by having diaaater ra:overy plana in place ao that the 
critical business of the state can continue; 

• assist state employees to be as personally productive and healthy u possible by 1) confidentially 
diagnosing, referring and counseling employees whose penonal emotional, physical, financial, and 
family difficulties interfere with their performance in the workplace, 2) advising and auiating 
managers and supervisors whose difficult or troubled employccs detract from their performance 
in the workplace, 3) providing information and training on the most common atresaon for 
individuals, including chemical abuse, and 4) promoting good health habits and lifeatylca; 

• enable and empower community organizations to acoompliah their miuiona through· the effective 
mobilization of volunteers; 

• mobilize volunteers to address and resolve priority problema facing our communitica and our 
state; 

• provide leadership and supportive services that encourage, auatain, and expand volunteer programs, 
citizen participation efforts, and public/private partnenhii- that contribute to the quality of life 
in Minnesota; 

• provide information, technical assistance, training, visibility and networking that will rault in 
increased utilil.ation and more effective involvement of wlunteen; and 

• mobilize and effectively involve youth in volunteer community acrvicc in · order to increaae their 
self-esteem, divert youth from negative activities, supplement traditional modes of learning, and 
create life-long habits of volunteerism and civic service. 

PERF{)RMANCE: 

• In recent years, purchasing and contract activities have kept up with the growth in state apending, 
improved processing time, become more responsive to agency needa, and saved significant amounts 
of money by creating volume purchasing contracts. Despite these improvements, certain 
purchasing areas are not providing sufficient service to agencies in newly developing areas of 
emphasis in state government. Additional expertise and focus on high technology purchases and 
contracts are needed. Human service program areas arc large expenditure areas where significant 
additional savings could be accomplished. Freight, packaging, product testing and uaurancc of 
product quality, technical specification development, and energy conservation are areas of expertise 
that are needed to provide additional savings across all purchases and contracts. 
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111 Inventory management has recently implemented savings of $50,000 per year on the reporting of 
fixed assets by converting from the mainframe-based program called FARMS to a decentralized 
PC-based approach. Costs have also been reduced by raising the dollar-value limits of assets 
which need to be reported. However, declining resources have required the reallocation of funds 
and have curtailed inventory field audits to help agencies manage their assets and to help maintain 
inventory management standards statewide. 

111 Levels of recycling and the emphasis on purchasing recycled products have increased. Over 1,550 
tons of state-generated paper are now being annually recycled from the immediate St. Paul area. 
Offices in Greater Minnesota are now recycling or preparing to start soon. Many recycled 
products have been added to contracts for agencies and political subdivisions to purchase. Usage 
of recycled paper has increased substantially. However, the full potential of all of these areas has 
not yet been attained. More waste needs to be recycled, more recycled paper needs to be used, 
and more recycled products need to be used. 

111 Minnesota has led the way among all states in creating a targeted small business purchasing 
program for minority- and female-owned small businesses that responds to the requirements 
established by the Supreme Court in the Croson Case. Certification of small businesses has been 
centralized in Admin. Greater flexibility has been given to agencies as they seek to overcome the 
effects of prior discrimination by seeking proportional levels of purchasing for all targeted groups 
in all purchasing areas. It will take time to determine the effectiveness of this new program. 
Continuous outreach and education about targeted purchasing is necessary in order to reach more 
companies. 

• There has been a marked increase in demand for additional passenger vehicles from state 
agencies. The department has been able to meet most of this demand and still maintain virtually 
the same low lease rate. Vehicle needs for new and expanded programs in the Lottery, Human 
Services, Corrections, and other agencies have been met. However, there are still some justified 
requests for state vehicles that are not being met, and this means that agencies are spending more 
on employee travel than is necessary. 

• As the demand for printing grows in both volume and complexity, the State Print Shop balances 
maximizing the usage of state-owned equipment and meeting unique customer needs by utilizing 
a range of options for getting printing done. The State Print Shop is now financially sound. 
Increased usage of soybean-based ink and recycled paper provide a focus on environmentally 
sensitive printing. Productivity and responsiveness to customers are improved. Prices are 
competitive. 

• The State Bookstore has built a successful program by offering a constantly growing customer 
base and expanding line of publications of relevance to their information needs. The store serves 
as a source of revenue for the general fund and has developed a range of options which allows 
state agencies to receive a financial return on the sale of their publications. 

• Central Mail has handled a 25% increase in mail volume over the last 10 years with no increase 
in resources. Service levels have been maintained through creative use of resources. Now, with 
declining resources and without an additional mailhandler, both first class and third class mail will 
no longer be assured of being mailed out on the day received. As a result, citizens may not 
receive payments and information quickly, leaving agencies vulnerable to challenge from 
dissatisfied citizens. 

111 Since the advent of the Risk Management Program 4 years ago, state insurance and risk 
assessment matten are handled professionally. Vehicle liability is self-insured through the Risk 
Management Fund and costs Jess than 40% of what private insurance would cost. Previously 

uninsured activities are either now self-insured or insured with purchased insura, -'en the risk 
justifies the investment. However, state property and building contents are almost totally 
uninsured, and good business practice would dictate that the state not leave its property so 
exposed. · Similarly, the state is not well-prepared to recover from a disaster. Disaster recovery 
and business continuation planning are needed to ensure that vital state services are not needlessly 
interrupted by uncontrollable events. 

111 Providing confidential services that have credibility bas been the key to developing a successful 
State Employee Assistance Program (EAP). Usage of EAP in Greater Minnesota and in the 
metropolitan area bas grown from 1.9% of the state workforce per year in 1984 to 4.9% of the 
workforce per year in 1990. State employees, managers and supervisors rely increasingly on EAP 
to assist employees in overcoming problems that affect their on-the-job performance. More than 
57 different state departments, agencies, and boards requested assistance from EAP last year. 
The staff presented more than 200 workplace seminars to a total of 10,400 employees. These 
services are believed to reduce lost work days, increase worker effectiveness and job satisfaction, 
and encourage healthier lifestyles. Limited budget resources will reduce the availability of EAP 
services to employees in the next biennium. 

• As societal needs increase and public revenues decrease, there is a need to return more 
responsibility to local communities and individuals. Administration's Minnesota Office on 
Volunteer Services has helped agencies, organizations, and communities effectively mobilize 
citizens for problem-solving and service delivery through information, networking, training, 
visibility, and advocacy relating to volunteerism and citizen participation. 

PROSPBCI'S: 

Purchasing and Cootrw::ta: 

• State purchasing and contracting is becoming increasingly complex. The use of high technology 
products by all state agencies requires an increasing level of sophistication in the purchasing 
process. Development of good specifications requires knowledge of technology and high tech 
industries. Proposals and bids require a more ex.acting evaluation process. The volume and value 
of purchases are increasing significantly. The overlay of public policy requirements such as 
targeting small businesses, requiring affirmative action plans prior to bidding, using recycled 
products, distributing business throughout the state, and other requirements and expectations add 
demands to the purchasing process. In order to meet these needs additional expertise is needed. 
An appropriate way to meet this need and to ensure that state purchases provide the best product 
for agencies and the most product for the tax dollar is through a small surcharge on requisition 
and contract purchases. 

Central Mail: 

• The volume of state mail has grown 25% during the last decade to 30 million pieces per year. 
With only BASE level resources and without an additional mailhandler position, 1 of the following 
options will have to be implemented for Central Mail: a) reduce delivery service to 1 
pickup/delivery per day, close the Human Services Building satellite mail center, and eliminating 
interoffice mail; or b) convert Central Mail to a revolving fund by charging for mail service. 

Recycling: 

111 It is the intent of SCORE legislation and a Governor's Executive Order that the state have model 
recycling activities. In order to recycle additional commodities and to reach locations that are 
remote from the Capitol complex, a state material recovery facility is needed in the Capitol 
complex and cost subsidies, transportation networks, and storage opportunities are needed in 
Greater Minnesota. Providing funding for agencies' costs of containers, collection, and 
transportation statewide would increase the level of recycling. 
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Market Development and Purchasing Recycled Products and Materials: 

19'J2-93 Biennial Budget 

• In order to help develop markets for recyclable materials, reduce the demand for landfill space, 
and conserve resources public sector agencies are to purchase recycled and recyclable products 
and materials whenever practicable. In addition, purchasing practices should reduce waste by 
acquiring products and materials that are durable and repairable. This requires life-cycle costing 
and sophisticated use of weighting factors in developing specifications and evaluating bids. In 
order to accomplish these SCORE goals, a materials engineer is needed to handle the technical 
side of this purchasing. In addition, resources are needed to finance the life-cycle costing in 
purchasing study mandated in SCORE. 

Insuring Property and Preparing to Continue Critical Operations After a Disaster: 

• Chapter 506 of the Laws of 1990 repealed an obsolete provision of statute that prohibited the 
state from insuring property against losses except for in a limited number of exempted situations. 
It is important that the state now assess where it is important to insure property and to develop 
a strategy for providing that insurance. It is also important that the state prepare business 
continuation plans that prepare contingency plans for how critical state business operations will 
be put back into operation following a disaster. Admin will be addressing these questions during 
the upcoming biennium. 

F.mployee As.,istana::: 

• Employers are increasingly expected to respond to employee health and behavioral problems and 
to prevent future problems from occurring. Simultaneously, societal changes are increasing the 
number of troubled employees in the workforce. As a result, state agencies will become more 
reliant on employee assistance services to address these needs and to address the growing need 
for health education throughout the workplace. 

PLAN: 

Assuming normal inflation and negotiated salary increases, BASE level funding will mean that by 
the second year of the biennium the Operations Management Bureau will have to absorb a significant 
level of additional costs. This is not possible without significantly impacting current programs. Two 
proposals for addressing this shortfall without increasing general fund appropriations to the bureau 
would be to convert most of Central Mail and a significant portion of Materials Management to a 
revolving fund basis of operation. In Central Mail, this would be accomplished by adding a small 
surcharge to the postage billback to agencies. In Materials Management, this would be accomplished 
by adding a small value-added surcharge to each purchase done pursuant to state contract or material 
requisition. 

Without a significant reduction in the funding gap, action to reduce operations and positions would 
be required. The likely impacts of absorbing inflation and salary increases are: 

1. Risk Management: A cut of $18,000 would mean that a coordinated statewide effort for business 
continuation planning would be discontinued. Lack of this centralized coordination could affect 
the state's ability lo plan for a speedy recovery of critical operations following a disaster. 

2 Materials Management: A savings of $7,300 annually can be achieved by limiting the advertising 
of bids to the State Register. Advertising used to also be purchased in the Legal Ledger and 
Commerce Daily, so vendors will have to either subscribe to the State Register or visit their 
county or local library. 

3. Print Communications: A reduction of $40,000 can be achieved by limiting the number of times 
mail is delivered to state office locations. All buildings will see a reduction to 1 delivery a day 
from as many as 3 deliveries a day. This will mean that all agencies must plan their mail 
operations around the 1 pickup/delivery a day. The result will be delays in processing mail and 
a loss in the flexibility agencies presently have with regard to mail. All first class mail will not 
be dispatched to the federal postal system each day as is currently the case. There could be legal 
ramifications to slower mail delivery by state agencies. 

4. Materials Management: Holding a position open will save $40,000 but will reduce our ability to 
operate the statewide computer purchasing system that is used by all state agencies. This will 
impede the ability of state agencies to get what they need in time and to receive the assistance 
they need regarding how to use the purchasing system. 

S. Materials Management: A reduction of $24,000 will eliminate student workers which will increase 
the response time involved in sending bids to vendors and in the handling of bid documents. 

6. Minnesota Office on Volunteer Services: This cut of $10,000 will reduce the office's ability to 
handle peak workloads by hiring temporary employees which will delay the response to requests 
from community organizations, state agencies, and other public and public sector customers. In 
addition, other forms of support to these customers will be reduced such as printed materials and 
contracted projects. 

7. Employee As.,istance Program: A cut of $10,000 will eliminate Admin'a contributions of supplies 
and materials to 2 employee health units. 

GOVERNOR'S RECOMMENDATION: 

The Governor concurs with the agency's plan. 
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1992-1993 BIENNIAL BUDGET 
(DOLLARS IN THOUSANDS) 

AGENCY: 
PROGRAM: 

ADMINISTRATION,DPT OF 
OPERATIONS MANAGEMENT 

ACTIVITY RESOURCE ALLOCATION: 

RISK MANAGEMENT 
MATERIALS MANAGEMENT 
TRAVEL MANAGEMENT 
PRINT COMMUNICATIONS 
STATE EMPLOYEE ASSISTANCE PROGRAM 
MINNESOTA OFFICE ON VOLUNTEER SERV 
------------------------------
TOTAL EXPENDITURES BY ACTIVITY 

DETAIL BY CATEGORY: 

FY 1989 

141 
2,545 

196 
9,117 

437 
255 

12,691 

FY 1990 

134 
2,886 

445 
9,056 

498 
271 

13,290 

Es-t. 
FY 1991 

147 
3,151 

221 
10,512 

438 
313 

14,782 

STATE OPERATIONS 12,691 13,290 14,782 
=================================== =========-= ===-=------ -------=---
TOTAL EXPENDITURES BY CATEGORY 12,691 13,290 14,782 

SOURCES OF FINANCING: 
---------------------
DIRECT APPROPRIATIONS: 

GENERAL 
STATUTORY APPROPRIATIONS: 

SPECIAL REVENUE 
AGENCY 

---------------
TOTAL FINANCING 

3,757 4,254 4,501 

109 330 83 
8,825 8.,706 10,198 

----------- ----------- -----------
12,691 13.,290 14,782 

FY 1992 
-----------------------------------

Adjus1:ed Agency Governor 
Base P1c1n RecolMl. 

----------- ----------- -----------
149 136 136 

3,270 3,251 3,251 
221 221 221 

10,520 10,534 10.,534 
442 443 443 
316 313 313 

----------- ----------- -----------
14,918 14,898 14,898 

14,918 14,898 14,898 
----------- ----------- -----------

14,918 14,898 14.,898 

4,637 4,617 4,617 

83 83 83 
10,198 10,193 10,198 

----------- ----------- -----------
14,918 14,898 14,898 

FY 1993 
-----------------------------------

Adjus"ted Agency Governor 
Base P1c1n Recollllll. 

----------- ----------- -----------
148 137 137 

3,262 3,283 3,283 
221 221 221 

10,518 10.,538 10,538 
441 447 447 
315 316 316 

----------- ----------- -----------
14,905 14,942 14,942 

14,905 14,942 14.,942 
----------- ----------- -----------

14,905 

4,624 

83 
10,198 

-----------
14,905 

14,942 lCt, 942 

4,661 4.,661 

83 83 
10,198 10,198 

----------- -----------
14,942 14,942 

REVISED 4/15/91 
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_I 

1------- ----------------- --- --- ------- -- ------- -- - --------- -- - -- ---- - - ------ ----------------- ---------------- -----------------1-------------o;,.-TS;--------------:------:------i---1 
llnRATING Rf\/Etu:S: 
I 
I ~l 54.[5 
I LESS: COST IJ' SALES 
I 
I GROSS rRIJ' IT ON ~ES 
I DTIER Rf\'EJU 
I 
I 
I 

t£T Rf\/ElilS 

ILESS: IJ'fRATJl«i EXPENSES: 

51'.i.ARlfS 
&I-TI.JES I EXJ:U&S 
INTER£ST EXffNSE 
INDIRECT COSTS 
IW.JRTJZATIOO I DErRECIATION 

TOT~ !J:•ERATING W'ENSES 

CJUATJt«i IPCCIE !LDSSI 

t«W--lffRATJNG REVEtu:S !EXPENSE> 

NET HUM ILDSSI 

OCGHfHfli RETAit£D EARNll«,S 

PRIOR PERIOD ADJUST1£NT 

ENillNG RETAit£D EARNTNliS 
I 
I 
I FOOTNOTES TO STATEMENTS: 
I 
I 92 I 33 bienr,ial r,u• ber·s are per • gal. 

I I 

I I 
4,315 I . 193 I 5, 'WJ I 7, 42S IDJRilfNT ASSETS: I f I - .. --4, I 

1028 I 4,3~5 I 6,181 I I I I 
----------------------------------------1 CASH 263 I 222 I 165 I 

3, J~B I 41 I --- - ----- -- -- -- --
853 

0 
%6 I 871 I m l, 244 I 0TIER CURRENT ASSETS 834 I 874 I 882 I 

0 I 0 I 0 0 I . r 

J TOT~ UJRRENT ASSETS 
853 %f, 871 m 1,244 I 
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I 
I 
I 

338 I H2 I 4~2 I 436 I 513 I 
224 I 310 I 332 I 531 I 543 I 

01 01 01 01 01 
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UABIL ITIES & FlNl EWITY 
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----------- ---- ------------------------------------- --------------- --- ------ ----- . -------1--- -- -----. 

HJ I 315 I 328 I I, ns I I, 242 I CURRENT LIABILI T JES: 
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112 I SJ I 
I 

(57) I 
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I 
I 
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I 

I --] 

l- --
1 I I 

0 I 0 I 0 I 
0 I O I 0 I 
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------------------1 
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------------------1 

I I f 
0 I O I O I 
0 I 0 I 0 I 
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5 I 61 £, I 

-----------------1 
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' I 
I 
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·-----------------, 
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I 
I 
I 
I 
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I 
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I 
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I 
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13. 30:,;1 iB. (1(1,;1 

.?S.o,; 23. (1,; 

13. 73,;1 

(l.37j) 

22.(tj 

0. (l(lj 

.?2.~ 

·' 0.(l(lj I 
I 

22.oi1 
I 
I 
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=I 

l 

.. __ _J 
PAGE 177 



f' ·----- -· -·· 

'·-· _.f~~~bk~.~cf;~I:~~o:LW~ 
BUDGET ACTIVITY FISCAL SIJl'ffiRY - BIENWll EWGET 90 - 91 
PROORA1'11 (J)ERATIOOS MllNAGEMENT 

llGEt.CY· 'lDl11NISTRATION 

-------- OPERATIOt-.'S DATA -------- -------- FltiAllClill DATA ·· 
·-::::::=-- :;:::;:;;.::::::::::.:::::;::::::.:::;::::::::;::=::•::::;:::::::::::::::;::::::::.::::;:::=::. ;:::.=::. == :::::::.. ==== z.:::;;:.:::::::::=::::.::::-·::::.: ===::.;.•:;.::.:;;::: ~·..:.: .:;:;::;;.::; =:: - .:..:::;::::::;:.;.:. :..: ::;; _:::,,_· _;;;._; ____ ;::------=------ ... : -------- .. --------------

1 ---------- PROJECTED ---------- I I 
T ACTIR ACTIR. ESTll'IA!EO 1 · · ··•· · OCTI.R ACHW. ESTJ~TED .. -t-·--
1 FY 1989 FY 1990 FY 1991 FY 1'3'32 FY 1993 I FY 1983 FY 1'330 FY l'3'.H I 
,-------------------------- ------- ------- ----- -----!------------------ --------- -------1 

I !OPERATING REVElilS: i I I I I ASSETS: I I I 
L--t-· -·-· · ·-··· ... · · ··•···- I I · I · -· ·· --- t·---·· .. _ ......... -··1-------------------· ---· ........ ·I .. ... . .. 1 - i·····-

1 NET SALES 3,563. I I 3,858.2 I 4,318.3 I 4,53~ • .: I 4, 7£,(1.'3 !CURRENT ASSETS: I I I 
I LESS: COST OF SALES 0.0 I 0.0 I 0.0 I 0.(1 I 0.0 I I I I 
I ----------------------------·---! CASH 430.7 I 352.1 I 133.9 I 

l ·- I - 6ftOSS PRG= IT 01 SIUS 3,563.1 I 31 858, 2 I 4,318.3 I · 4; 534, 2 I · ~i 760. 9 I 0THEJH:URRENT ASSETS · 577, 1 I 858. 0 I 858. O ·I····-·-
I 0Tt£R REVElil 44. 0 I 64. 4 I 50. 4 I 60. 0 I 60. 0 I ------------------1 

Lj_ ___ ~!_REVEM.Es _ ···- .. ... .• . ....... J,601.1: ··- -·-·····~~~~~-6: 4,~:-7.: .. ·-· -.~!.~~ 4,S."'0.9 INON::::::s~~- ____ --:::::~.:·----·---~;.::::~-~ ... --· ::.:::~--·. 
ILESS: CJlERATING EXPENSES: I I I I I ------------- ---------------1 
1------------ I I I I I TOTAL ASSETS 5,'3'32.l I '3,071.3 I 81 '327.1 I 

[J,. eL~;- -·-· ··· -····· · •-i~i !- -•·ffH: •·i! 1··- · ··· ;,m1! ·· ---·~i 1 ___ L_I:_I_L_I~T-J_ES~~,~-FLNl)--_-:E:OU_-
1
_-T_Y~~---·-_::-:::.-=-==::. r=--: .-----.::T:----------:--::i ···· 
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-----------------------------ltOHURRENT LIABILJTIES 
I 

129.6 I 
I 

110. 8 I 
I 

1152. 211 
I 

1.6 I 
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132. 51 I WISTER LEASE NON-clJRRENT ------------------------------t-i~ft~ltttfES 
~.9 I 18-4.51 295.3 I tu.JI HUI ---------------------------1 T0Tll. t.00-clJRREHT LIABILITIES 
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I I I 
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-----------------1 
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-----------------1 
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UEff-REVEftE----- ---•--.--.. ·-------fl:O·t---· .. --0:(1 .. 1-------~t(I I fl.~t------¼-41--4-------------------------------r---~ 
I TOTIL QJRRENT ASSETS 111.7 I 100.8 I 9~. S I 

tET REVEt«S 133. J I 121,9 I 121.9 I 127.0 I 127.0 I ---------------1 
·--- ---·---f-·-·----·f ·-----+-----f------~HaH-WRRfNHISSEf . 36,-&-J 

ILESS: IJIERATJtli EXPENSES: I I 
1-------- I 

'---+-------------- ---· -·------1---·-----t 
I SALJlRJES 18.J I 20. 7 I 

e32. 4 I 2Jc.;-3·io 
333. 2 I 326. 8 I ---t-----i----+-~_;__ _ _.:__ ____ --:--_______ --I TOTIL ASSETS 

20.4 I 21.5 I 

348.1 I 

22.5 I 
64.8 I I StPPLIES & EXPENSES ~. 1 I 54. 1 I 51.2 I 59.2 I 

-1HJERESt'EXPEHSE-------· --·- ·-----i).1 I ---- .. --0.0 +-"· ·------0.0-1 o.e 1 0.0 I LIABILJTJES I RNrfGUHY---------+-------1-------J----, 

I INDIRECT lllSTS 4.6 I 4.0 I 4.2 I 
l INJRTJZATJON & DEPRECJATJOO 44. 2 I St. J I SJ.I I 

TOTIL IPERATUKi EX~S 121.9 I 130.1 I 128.1 I 

4.2 I 
53.8 , . 

138.7 I 
-

----i 
Ut.7JI .. · 

---

4.2 1-------------
48. 9 JLIABILITJES1 

t 
140.4 laJRREHT LIABILJTIES 

[ : """'""' IIIDIE 11.00SI JI. 2 I 18. 2JI 17. 011 

I ·--t--- ----- -~---+--------i ----- ---·---- -----------
1 tOHJ'£RATING REVEN.ES IEXPENSEl 13.J I H.2 I 13.5 I 13.5 I 
I 

------- .. --·--l--·-·--------f--------------1 I 
I t£T JlfnE (LOSS) 24. J I 6. 0 I 6. 5 I 
I 
HIESlfffff&-l!EfAlf&-EARHIIES -- 58.-'1-+-----83;+ I ll w~,--0 
I 
I PRIOR PERIOD ADJUSTMENT 

I ENDJtli RETAIIED EARHIMiS 
I 

0.0 l 

83.0 I 

-··--·- ----·-- --·-

0.0 I 0.0 I 

89,0 I 95.5 I 

1.8 I 

---
TOTIL ~-QJRREHT LJABILJTIES 

0.0 I 0.0 I 

---
97.3 I 97.4 I 

==========IFlHl EGUITYI 

I FOOTt«JTES TO STATEMENTS: I WfTRJBUTED CSlPJTAL 

I 
I 
t 
I I I 

0.0 I o.o I 0.0 I 

8~~ I o-.~ a:!:--, .:,.:,_,1i.,:1· 8.5 I 

ti.Ii I 8.5 I e.s-+---J 
I 
I 

e.o I o.~-------0.--0-t--
0.0 I 0.0 I 0.0 I 
0.2 I 0.1 I 0.1 I 

0.2 I 0.l I 0.1 I 
I 

¼h-81 .,, 8.6 I 8~ 
I 
I 
I 

200.1 I 200.1 I 200.1 I 
53.2 I 35.5 I 22.5 I I ____ I SPECIIV.. REVEN\£ FlHl - NET 

,te.nanges:~--Jrc7Dec>r------ .. -·--- o.~ ·· ·- -·-·- ---o.~ ·-- ·-·-----i37,58½j- ().i}Oji-----41~-+---------------------t------ I p-p"~-~•~-==1----

l RETAIIED EARHlt«JS 83.0 I 89,0 I 95.5 I 

I Five year average ir.crease/ (decrease): 17.SZli I I 
------------------------llf---T'ff8H'~fl'JT1RI('-----------336.-¼-I 324.-6 18,4-+--

I 
------- --- ·--- .. --- -··--·· TAt:-tiABJtffi~TY 348. J I 33J;i!-l---·---3c6,1--l--

===== ---- ----- --=I 
I• Difference due to roundir,g. 
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BUDGE1 IICTIVITY: PRINTING 
TYPE IF" FIJID1 INTERN/l.. SERVICE FUND 

-------- IJrERnT IONS DATA ------- -

,GET ACTIVITY FiSCfV.. SI.JlffiRY - BIE~IfV.. OODGEl 30 - 91 
~•RIJGR~: (J'{RATIOOS MANAGEMENT 

AGEICY: Al)llj ,ION 

-------·- FINAtlClfV.. DAfA --------
::::::::::::::::::::,:.-::::::::-:::::: . =====. ==,.-= :: ::::::::::::, = ======•=====:=-"==: ::::::-::::::-.:: ::::: ::::::::::: ::;-:-.:::::;-::::::::c::::, h .. = :::::::::::::::::::::,::::::::-:: ::: .. ·==-= :::::::::;:, ::::c.:: :::::::::::: :::::::::: ======= 
I ---------------- PROJECTED ---------------- I I 
I ACTUAL ACTUAL I ACT\R. ------ ESTIMATED ------- I 
I FY 1983 FY 133(1 FY 1991 FY 1'392 FY 1393 I FY 1983 FY 1990 FY 13'31 I 
1------------------------------------------- ----- ----- ----- --------------,--1------------------ ---~-- -----------------, 
l(J'{AATJl«i IEVEllES: I I I I I ASSETS1 I I I 
I I I I I 1------- - . . . I I . I 
I ru ssus 5,703 I 5, 7'1'3 I E,, 187 I 6, ~3(1 I 6,800 I CURRENT ASSETS: I I I 
I LESS: COST OF SALES 4,890 I 51 054 I 5,373 I 5, UO I 5, 320 I I I I 
I ----------------------------------------------------------------------------------1 CASH 713 I 8'30 I 305 I 
I GROSS PRCFIT 00 SALES 81'3 I 7~:'i I Bl~ I 8:'iO 880 I OTI£R ruRREHT ASSETS I, 10:'i I 11 071 I J,060 I 
I OTIER REVEN.£ I I O I O I O O I ----------------1 
I --------------------------------- ------------------------1 TOTfV.. llJRREHT ASSETS 11 818 I 11961 I 1,965 I 
I t£1 REVEN.ES 820 I ns I 81~ 850 880 I -----------------1 
I I I . INOH1JRRENT ASSETS: \'37 I Sc, I 500 I 
ILESS: IJ'ERATING EXr·rnSES: I I I ---------------·-----------------1 
1-------------------------- I I I TOTfV.. ASSETS 2,JIS I 2

1
485 I 2,46:'i I 

I I I I ----------------------------.,----------------------.,-1 
I SSi.ARIES 264 I 268 I :J2.7 342 :357 I I I 
I Sl.ffl.lES I EXPENSES '38 I 170 I 25'3 270 302 I , I I 
I INTEREST EXPENSE 26 I 24 I 20 13 S I LIABILITIES & FWD EQUITY I I 
I INDIRECT COSTS 130 I JO I 181 220 230 1------------- I I 
I AHORTIZATIOO I DEPRECIATION ~ I 13 I 26 27 28 ILJABILITIES:· r I 

TOTAL IJ'ERATJNG EXPENSES 

(J'{RATIN6 IICM ILOSSl 

lffi-(ffAATJN6 REVElilS !EXPENSE> 

IU INCDl'IE ILOSSl 

IE6Iff4II(, RETAll£D EARNINGS 

PRIOR PERIOD ADJUSTMENT 

ENDII(; RETAINED EARNINGS 

FOOOOTES TO SJATEl'ENTS: 

Rate char,ges: 1' lr,c !Deel: 

Five year average ir,crease/ldecrease): 

-------------··--------------------------------------- ----- -------------------1---- I 
522 I 61'3 I 813 I 872 '322 ICURRENT LIABILITIES I 

-----------------------------------------------------------------------------------------1 OLE 6Et£RAL FIJ4ll - CURRENT 420 13 10 I 
I I I I I JIIASTER LEASE - CURRENT '33 86 80 I 

238 I 126 I I I 12211 14211 DTl£R llJRRENT LIABILITIES 763 4~4 ~75 I 
---------------------------------------------------------------------------1 ----------------1 

I I I I I TOTfV.. llJRRENT LIABILITIES 11 276 543 565 I 
1171 I 36 I 0 I 0 I 0 I ---- ···----- -·-------------.:.--1 

-----------------------------··---------------------------------------------------IIOHURRENT LIABILITIES I 

I I I I I OLE GfNERfV.. Fl.f!D - IOHURRENT 49 36 25 I 
281 I 162 I I I 1221 I ml I MASTER LEASE tDHllRRENT 242 157 '34 I 

--------------------------------------------------------------------------1 IJl1£R tUHlJRIEHT LIABILITIES •o 88 ll9 I 
UHll m I 2% I 2971 27S I ----------------! 

-------------------------------------------·----------- --------------------------1 TOT'l. IOHllRRENT LIABILITIES 331 281 238 I 
01 01 01 01 01 -----------------, 

--------·--------------------------------------------------------------------------'--1. TOTIL LIABILITIES I 607 824 803 I 
Jj~ I 2% I 237 I 27~ I 233 I 

1 
--------1 

------------------------------------------ ------------ ------ ----------------------------- f Fl.f!D EDUI TY: I 
1------------ I 
I ~TRIWTED CWITll. 573 r i, 365 I, 365 I 
I -----1----------1 

1.601' 1.601' 0.001' 3.501' 3. 501'1 RETAlt£D EARNlt«iS 134 I 296 297 I 
I -----1----------1 

2. 0~1' I TOTIL FlMJ EQUITY 707 I I, 661 I, 662 I 
I ·-------------------------1 
I I I 
I TOTAL LIABILITIES & FOOi EDUIT't 2, 3H I 2,485 2,465 I 
I ::::===-=-- ==- .u .. _..,_ ____ ,. ------= -- --- ----- -1 
I I 
I• Difference due to rounding. I 

---------------------------------------------------------------------------------------------------------------------------------------------------------------1 
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llUDGET ACTIVITY: ELECTRCWJC EDUll'-'IENT RENTll. 
TYPE CF Fl.tllh INTERNAL SERVICE Fll-'D 

-- ·· --·- Of'[RATJONS DATA -------· 

BUDGET ACTIVITY FISCAL SUMMARY - 1mm1AL BUDGET 90 - '31 
PROGRAM: lnRArIO'-IS H/WAGENENT 

AllEtcY: ADMJNISTRnTJON 

·----·· ··· r!NllllCH\l. DATA ·---
--- ---- --- - -----===---- -··--. ----==-- . - --- ~-- -~ ·=-- =--- - -====- ·- -::= .:··~==-=====--======:- :-:: --=-==-====== ·".!:: ==-~"!: -:::: :: :-:::::.·!"===---:."';:':"'-::=====·· :::-=="!: :-::::·-=-=:=•· ~-; .·- ===- :-:--.·!'"::":' •.• ':' .• -:-::::=.":'":.:'.':'~:::-

f ------ -- ----- --- J:'ROJECTEO --- ----------- -- I I 
I ACTIJAl ACTU/ll. I ACT!ft ------- ESTIMATED ----- -- I 
f FY 1'38'3 FY 1'3'30 FY l'3'31 FY 19'32 FY 1'3'33 I FY 198'3 FY 1'39(1 FY 1'3'JI I 
,---------------------------------------------------------- ----------------- ----------------- ----------------- -----------------1-----------·----------- ------ -----------------1 
JIJ'ERATINi REVEKES: I I I I I ASSETS: I I I 
I I I I I 1-------------------------- I I I 
t NET SALES 41'3 I 674 I 538 I 607 I 686 !CURRENT ASSETS: I I I 
I LESS: COST OF SALES O I O I O I O I O I I I I 
I ------------------------------------------------------------------------------------------1 CASH 105 I 21 I 5 I 
I GROSS PRCFIT 00 SALES 419 I 674 I 538 I 607 I 686 I OTJEA aJRRENT ASSETS 127 I Z04 I 90 I 
I OTIER REVEIU 0 I 0 I 0 I 0 I 0 I ------------------1 I ___________________________________________________________________ :... ____________ , TOTIL aJRRENT ASSETS 232 I Z2S I 95 I 

I NET RE\£1US 419 I 674 I 538 I 607 I 686 I ----------------------1 
I I I I I IMJN-aJRRM ASSETS: 333 I 429 I 435 I 
ILESS: IJ'ERATING EXJ:'ENSES: I I I I I -----------------------1 
1-------------------------- I I I I I TOTIL ASSETS 565 I 654 I 530 I 
I I I I I I -----------------------------------------------------1 
I SALARIES 71 I 60 I 118 I 123 I O I I I I 
I SWPLIES & EXr{NSES 194 I 404 I 396 I 414 I 561 I I I I 
I INTEREST txm& 19 I 12 I 5 I 2 I I I LIABILITIES & FIJID EDUJTY I I I 
I INDIRECT COSTS 50 I 24 I O I 15 I 25 1------------ I I I 
I ANORTfZATICH I D£PRECIATION BB I 119 I 1H I 150 I 150 ILIABILITIESl I . I I 
I ------- ------------------------------------------------------------------------------- ---1------------ I I I 
I TOTll. IJ'ERATING EXr{NSES 422 I 61'3 I 663 I 704 I 737 ICURRENT LIABILITIES I I I 
I ----------------------------------------------------------------------------------------- I DlE GENERIL Fl.Ml - CURRENT O I O I O I 
I · I I I I I IWlSTER LEASE - CURRENT O I O I O I 
I IJ'ERATlt«i ltcc»E (LOSSI (3l I 55 I 11251 I (971 I (5111 DTIER CURRENT LIABILITIES 172 I 257 I 258 I 
I ------------------------------------------------------------------1 ----------------1 
I I I I I I TDT1L CURRENT LIABJLJTJES 172 I 257 I 2".,S I 
1 IOHJ'£RATJI(; REVEIUS !EXPENSE) 33 I 18 I 15 I 15 I 15 I ·----------------=---=-=a.~ · -= ----='--'--------'-"-( 
I - ----- ------------------- --------------- - ---------------------------------- --------------1 tOHURRENT LI All IL IT I ES I l 
I I I I I I DlE GENERll.. FIJID - NON-CURRENT O I O O I 
I ,u ltcM (LOSSI 3(1 I 73 I Cl 1(111 !B2Jf !3611 HASTER LEASE NON-CURRENT 0 I 0 0 I 
I ----------------------------- - ---1 OTTER PIW-OJRREMT LIABILITIES · JOJ I 34 13 I 
I BEGltfflMJ RETAINED EARNIM,S 126 I 156 I 223 I 11'3 I 37 I ---------------~-! 
I -----------------------------------------------------------------------1 TDTIL t«W-CURRENT LIABILJTJES 103 I 34 19 I 
I PRIOR PERIOD ADJUSTIENT O I O I O I O I O I -----------------1 
I ---- --------------------------------------- · -=.::.:.-.:.:...:.:..-·.:, .. rom.. LIABILITIES 2r.i I 291 2.n I 

ENDIMJ RETAINED EARNINGS 15£, I 229 I 11'3 I 37 I I I ---- ------------------1 
-------- --- ---- - --- --- ---------- -- -·- ---- - --- --- --- - --·----------- ---- ---- ··-·- --------------1 Fll-'O EOUITY: I . I 

1------------ I I 
FOOTMJTES TO STATEPENTS: I CXWTRIBUTED Dl'ITJL 134 I 134 134 I 

I -----1----------1 
Rill! chilnges: 1' Ire (Deel: O.OOlt o.ooit 111.021') 2.5{11( 2. ~I RETAINED EARNlt«;S 156 I 229 119 I 

I -----1----------1 
Five yeilr ;average ir,crease/ (decrease I: (1.20:11) I TOTJL AJID EWTTT ~ I 363 253 I 

I -----------------------------------------------------1 
I I I I 
I TOTll. LIABILITIES & Fl.tlO EllUITY 565 I 6~ I 530 I 
f -------=-:...:!t~!!-:.::2 ___ ~.e---Zlf~----------------- I 
I I 
I• Di fftrvnce dul! to rounding. I 

------------------------------------------------------------------------------------------------------------------------------------1 
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--· --. -·-1 

1:1!.JDl ~ITV: STATE RE6ISlER 
TYPE u . .J-1D: fNTERPR I SE 

a OCT!VITY Fl5m.. SUKIRY - BIEhNiiv.. BUDGET 
.JRAK: CPERATIONS l'MAIDEHT 

~Y: ADM' :10N __ _j 
-·- .. ·- . -- -------. 

-------- IJHATIONS DATA -------- -------- FINANCliv.. DATA --------
====== ===--- - - - --- ---------------- ----------------- - - -------------------------- - - - - --- --- - --- - - ----- ---------------------- ---- - ----
I --------------- PROJECTED ---------------- I __ _ _ I I ~~9 ~~ FY 1991 FY 1992 FY 19'.32 : ~7 - . f~-1~ ESTIIIUID ;;;;;; ··--1-J 
1----------------------- ------ ------ ------!------------------ -----.-- ------1 
ICl-"£RATl!f:i REVEIU:S: I I I I ASSETSi I I I I I I I i ---·-· ..... - •·· . - . ··- - -- ·r··- ----•-··-- ·-· T ------ -------l ···--
1 HEl Sil.ES 1, B~S I J, 863 11 813 I i,875 I I, '3""..0 I CURRENT ASSETS: I I I 
I LESS: COST CF Sil.ES 736 I 7"6 68~ I 701 I 723 I I I I 
I -----------------------------------------1 CASH 603 I ~~ I 524 I 
I SROSSPRCFITIJlsil..ES 1,10'3I 1,117 1,12'3 1,m1 ·1,ZZIIDTIERWRREHTllSSETS ___ ·-------- ---,ss,-------37n-·- J78(_]_ 
I OTIER REVEM.E O I O O O ! 0 I ----------------1 
I -----------------------------1 TOTiv.. OJRREMT ASSETS 1,088 I 8Z8 I 902 I 
I NET REVEi-AES I 10'3 I l 117 t 12'.3 I m I 1 ZZI I . -----------------1 1 1 1 ' • 1 · 1 1 · ··110f--OJRRERTASSETS: ____ ----·-------1rr----·---1w1------- no•-
ILEss: CfiRAlING EXPENSES: I I I -----------------! 
1----------- I I I TOTiv.. ASSETS 11 161 I 998 I l,~2 I 
I I I I =====-- ========I : ~rn~, EX~S fil: ~~ ~:i ~~ r ~n -- --------------•--------- · ______ T _________ T __________ r ___ J 
I INTEREST EXPENSE 0 I 0 0 0 I 0 I LIABILITIES & RN> EllUJTY I I I 
I INDIRECT COSTS 51 I 61 75 ~ I U0· 1----:::::::::::::::::::::::::::::-:::::::::::::::::::::__ I _____ I I 
I AKORTIZATIIJl & DEPRfCIATIOO 25 I 47 40 42 I . . 44 ILIABTLITIES: . -Y- r------ -- ---7-
I ----------------------------1---- I I I 
I TOTAL OPERATING EXPENSES 11 (168 I 11 155 11 102 11 165 I 1,220 laJRRENT LIABILHifS I I I 
I ----------------------------1 DLE ~HERAL. FOO> - OJRRENT 0 I 0 I 0 I 

: OPERATitii JIOJl1E (LOSS) u : (38) I 27 9 : • ~ ~T :\=.~~------ --- -- ~n- ----- - ~ln · -- · · · ~ r- _]-

' ----------------------------1 ----------------1 
I I I I I TOJiv.. OJRRENT LJABILJTIES 343 I 212 I 220 I 
I NOIH)PERATING REVEl~S (ElPENSEJ O I 6 I 9 10 I ll I -- .. - -- .... -- - - - . -=r·-
1 -------------------------------------IIOHURRfNT LJABlLITIES I I I 
I I I ! I DLE GENERAL. f~D - l«IN-OJRRENT 0 I 0 I 0 I 
I 1£1 lr«llo"IE !LOSS> 41 I !32J I 36 I 13 I 12 I MASTER LEASE l«IN-OJRRENT O I O I O I 
: OC6l~ING RETAl1£D EARNltiiS 282 I 323 I 2'.31 I "JZ7 I. ·- - - . -·. ~~r DT1£R JU{-OJRIDf lJABI[JTIES" -- - .. - ·- O ,- -- ... - - - ·o I . - - - .. ·- - - - 0T-- . . ] 
I -----------------------------1 mriv.. l«IN-OJRREMT LIABILITIES O I O I O I 
I PRIOR PERIOD ADJUSll'IENT 0 I 0 I O I 0 I 0 I -----------------1 
I ------------------------------------------------------------------- --------r· TOTIL LIABilITIES- 3.3 I - ..... --· 212 r- WT r- ---
1 ENDING RElAINED EARlllN6S 323 I 2'31 I 32.7 I :H6 I 358 I I I I 
I -----------------------------------------------------------------------------------------IF~D EllUI TY: I I I 
f 1---- I I I 
I FOOTNOTES TO STATEl'ENTS: . . I . llfflRIWTED CJl'ITIL------ ·- ---- . - . ij'JS r- 4'35 I 4'35 1 - . -] 
I I -----1-----1-----1 
I Rate changes: increase/ldecreasel: 10.68:ll 0.0(1% 3.75i 2.00:l 2.()0jl RETAINED EARNIN6S 323 I 291 I 327 I . 
I I -----1-----1-----1 
I Five year average ircrease/ I decrease): J. H~ 1 · TOTIL F1JID EllUITT" _________ --- ·--· ··- ··- -- - 818 r-·-··- ·· · · ··· 786 f - S..~ 1- · 
I I ----------------1 
I Rate figures apply c,r,Jy to the State Re9i~te1· pc,rti,,r, of Dc•i:uaier,ts. I I I I 
I I TOTAL LIABILITIES I FlHI E11JITY 11 161 I 998 ! 1, 0~2 I 

! ! - -- -- --- - --- --- -- l J 

l 

J :1 
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BUDGET ACTIVITY: CENTRtl. MIL 
TYPE CF FUID: INTE.RtW. SERVICE FUND 

-------- OPERAJ JONS DATA --------

BUDGET ACTIVITY FISCSl. SlJ'KlRY - BJEtfUII.. 1Ull6ET 
PROORM: cnRATHWS ~T . 

l&ICY, mJNINISTOITJIJN - ] 

------- Fltw«:ltl. DATA --------
,======-e=--==-==-----·=:--==-=---=:-e=-==== 

I 
I 
I 
1-----------------
JcnRATil«i RE\£lUS: 

=-------------------------------- ----------- ------------------------ - : - , --------~~~~~-- . - OCTIJL .. - ·- __ _: __ ESTIMATED --- f·- .] 

-----, ..... t . --·· ASSEISJ _____ ., __ ..... -::::9 ___ L FY 1990·····-.L ·--~-1-99~----L-

ACTtA. ACTtA. 
FY 1989 FY 1930 FY 1931 

-
I 

------ PROJECTED ----­

FY 1332 FY 1993 

I 
I NET Sil.ES 
I LESS: COST CF Sil.ES 
I 
I 6ROSS PRCFIT 04 Sil.ES 
I OTIER REVOlE 
I 
I 
I 

tET REVEJ«.ES 

ILESS: CJlERATING EXPENSES: , _______ _ 
I 
I 
I 
I 
I 
I 
I 
I 
I 
i 
I 
I 

sit.AiliEs'-
stJ.'PLIES I EXPENSES 
INTEREST EXPENSE 
Itro!RECI .COSTS . .. 
ANORTJZATIIJf & DEPRECIATIIJf 

TOTll. CJlERATJNS EXPENSES 

IJ:£RATll«i It«:M !LOSSJ 

I···-·• --- . - ,. . . -
I N04-CJlERATJMi RfVEt«S IEXPENSE:J 
I 
I 
I tU IOCOl'IE ILOSSJ -,-· 
I l:lEGI~Il«i RETAIIED EARNIMiS 
I 

I 
I 
I 
I 

PRIOR PERIOD ADJUSTMENT 

ENDJNS RETAIIED EARNINGS 

FOOTl(JTES TO STAIDENTS: 

RATE lt«:REASE !DECREASE> 

5 YEAR A~RAGE 

I I 1------------- I I I 
287 I 283 I 275 312 I 3".,S laJRRENT ASSETS: I I I 

0 I 0 I 0 0 I O I I I I ____________ :_:_: ____ :-,t~ta;-;;_ . --- --- ------: :-- -:r-- -_:_~'.;t l 287 I 283 I 275 
0 I 0 I 0 

287 I 283 I 275 
I ltm-WRRENT ASSETS: 76 I 61 I 43 I 
I I ----------------1 
I I TOTtl. ASSETS 160 I 152 I 168 I 

. I ---··· ___ l ... ____ _ _________ .,.-----,,.,,.= -= - .-L --· 
234 I 245 I 256 I I I I J 

37 I 45 I 53 I I I I 

I~ : . J : . ... . .... __ J :. . __ LIABIL~~I~- I Flt4D EllJITY I L._ ....... _ _ __ ; ... __ 
217 I 

35 I 
1 I 

15 I 
16 I 16 16 I 18 I 18 ILIAI.IJLITJES: I I I -------------------1---- I I I 

284 I 305 I ~8 I 352 IQJRRENT LIABILITJES I I I 
--------.-.. -.-.. -.. -. -.. -.. L DLe.rofK . .flNL::...t!JRJIOO ________ .. _____ OL__ _____ o_L ________ o L_, 

I I MASTER LEASE - ClJRRENT 13 I JJ I O I J 
1~,, 116>:. ·-- --~.L_o::=:~;: ________ ... -... -~----·---~--------~:L_ 

---
I 

(1)J 

I I· 
1 I 3 I 0 I O I -----------------1 

--------------ltm-ruRRENT LIABILITIES I I I 
I I I I DlE GEIEIR FlNl - f«W-QJRRENT O I O I O I 

(27JI UliJI._ ____________ Jf-~~R~ff~ES--· -- . -·l:--···-·----H----· ·--·~: ·----] 
43 I 16 I O I -----------------1 

--------------1 TOTtl. ~RENT LIABILITIES 16 I 3 I 3 I 
0 I 0 I ....... ___ O .I .. ____ ... . ... _ _ __ .. _ . _ . _____ -··· ... ______ .. . I ....... -

0 I 12 

43 I ---
0 I 
-----------------------1 TOTtl. LIABILITIES 50 I 42 I 18 
43 I 1£, I O I 3 I 

--=~~--=~~-=~----- ---------=======----- -----------=--- -------- -==IF'tm EOOITY: I I 

7.14,: 7. 33,: 3.45% &.S(lt 

6.20t 

I - . . .. - . - -
I CXMRJWTEII ~ITIL 
I 
I RETAitED EARNite.; 

- I .. .. .. _ .. -·----·· ---·-----· 
6. 50tl TOTtl. FlNl EllJITY 

I 

----'- ..... 1. 
67 I 67 I l:i4 _____ , _____ , ____ _ 
43 I 43 I 16 

----. ___ l:_._ . - ,. ·--
JIO I 110 I 150 

I I I 

I 
I TOTtl. LIABJLl1JES UWP_E!JUHY._ ------ ____ J_60_!_ ___ ___ )~_l.___ _ 1~ I l 
I ===-= - -- =--=--====: 
I I 
It. Difference dutt to rounding, I 

·--·· --·---·- - ... . '··-

--] 

·--------·----- ·---· -- ... - ------- ~ --------· 7 
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PROGRAM: 
Agency: 

lnterTechnologies Group 
Administration, Department of 

PROGRAM PURPOSE: 

19'J2-93 Biennial Budget 

The lnterTechnologies Group of the Department of Administration is in the business of working with 
the public sector to satisfy their diverse information services needs. The mission remains "to provide 
results from information assets that our customers value." 

InterTech provides services and support to the public sector including state agencies, the legislature, 
K-12 education, higher education, cities and counties, public corporations, the courts, and libraries. 
Our largest processing customers are the departments of Revenue, Public Safety, and Human 
Services. Our largest telecommunications customers are the State University System, the departments 
of Natural Resources and Human Services. 

lnterTech has emphasized being more customer-driven in approach, and the results to-date are 
excellent. We recognize the need our customers have to evaluate the trade-off between quality and 
price and to be able to decide what kind of service they can afford. We also take seriously the 
obligation to stop a line of business that warrants no further support. 

Our goals are to continue acting as a shared resource for our customers, to participate in joint 
decision making with them and to continue satisfying their information services needs. Our strength 
lies not only in our flexibility lo meet their changing needs within a climate of rapid technological 
change, but also in our ability to respond to their diverse information service requests. 

• Information services the public sector buys include: shared processing, network, electronic and 
voice mail, communications systems and facilities, and micrographics. These revolving fund 
services recover 90% of total InterTech expenses. Customers and lnter'I'ech continuously evaluate 
whether the cost, benefit, and method of service presents the optimum business solution. 

Statewide Telecommunications Access and Routing System (STARS) - delivering a combined 
voice, data, and video telecommunications network for the public sector -- beginning phased 
implementation in F.Y. 1992. Very simply, the goal is to provide a platform for effective, 
efficient, and affordable information exchange. This service will be paid for by its users on a 
usage basis. The legislature has yet to determine whether it also wishes to invest in STARS 
beyond its customers' current needs in order to provide communication highways for the state's 
future in a global marketplace. 

The requirement to provide solutions that optimize and fully leverage technology requires 
lnterTech to focus on applying and integrating emerging technology. Decisions to offer new 
services are made only after customer input indicates a need. To support innovation, Alliances 
for Technology Development (AllTech) is setting a framework for joint development or application 
of new technology by government organizations and private sector firms. 

• Information support for agencies and the public includes: 

Telephone Communications Center -- delivering public information and telephone referral services, 
teleconferencing, legislative in-wats, the state directory, and operations and support of 
communication systems. 

Telecommunications Analysts -- providing expertise to plan, design, and implement communica­
tions solutions and statewide telecommunications contracts; and partner with telephone companies 
so that the state's needs are met, often influencing plans to upgrade infrastructure technology 
( especially in Greater Minnesota), which also benefits the local community. 

Records Center -- delivering off-site records storage that saves more expensive office space. 

The state's 9-1-1 Program is funded through a speci;ll revenue fund derived from a statewide 
telephone surcharge. This activity sets standards for 9-1-1 technical configurations, provides 
technical assistance to local government 9-1-1 systems and pays the state's share of 9-1-1 costs. 
This activity recovers 7% of total lnterTech expenses, while the other 3 above represent 3% of 
InterTech's budget, appropriated from the general fund. 

PERF<>RMANCE: 

1. Information Services 

Computer- Services: 

• Overall rate decrease in each of the past 3 years indicates an ongoing ability to leverage the 
shared technology environment. 

Percent of Rate Decrease: F.Y. 1989 - (5%) F.Y. 1990 - (8%) F.Y. 1991 - (4%) 

Retained earnings of $6 million resulting from increased customer demand have been returned 
to customers. Maintained systems stability and availability while processing annual volume 
increases range from 12% to 58%. Performance factors such as response time and systems 
availability are now monitored, reported, and managed using agreed-to service objectives 
customized to each agency's needs. 

Number of Monthly 
Online Transactions (millions) 

1989 

9 

1990 

12 

-------Projections-----
1991 !m 1993 

19 26 29 

• The speed and ease of day-to-day office communication is improved among government and its 
customers by the installation of voice and electronic mail using existing telephones, terminals, 
and personal computers. Since implementation in 1987, the customer base has increased 
consistently to 2,300 subscriptions in over 40 agencies. 

• Approximately 60-70% of the 7,000 monthly customer problem calls are resolved by the Help 
Desk within 3 to S minutes. The remainder are referred to a second level of support and 
monitored until resolved to the customer's satisfaction. 

Telecommunications Servicea: 

• F.Y. 1991 overall rate decrease of 18% after several years of rate increases. 

Percent of Rate Change: F.Y. 1989 - 9% F.Y. 1990 - 8% F.Y. 1991 - (18%) 

• On target for paying back the deficit incurred while transitioning long distance calls from a 
general fund to a revolving fund activity. 

Migograpbia Services: 

• Rates have declined over the past 3 years. Rates are comparable or less than outside 
micrographic services -- while service is better because additional services are offered (such as 
microfilm storage). 

Percent of Rate Decrease: F.Y. 1989 - (4%) 

STARS: 

F.Y. 1990 - (2%) F.Y. 1991 - 0% 

• Performance will be measured when phased implementation begins in F.Y. 1992. 
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• Request for Proposal (RFP) developed based on comprehensive understanding of public sector 
communications needs. 

• RFP sent to vendors 2nd quarter F.Y. 1991 with responses e:icpected from vendors by 4th quarter 
F.Y. 1991. 

2. Information Support 

Telecommunicationa: 

11 Frequently the public's first point of contact, the Communications Center's staff of 6 operators 
process 7,000 calls daily. In addition, the Customer Service Unit processes 3,500 agency service 
requests and 18,000 telephone feature changes annually. Management goals are to maintain an 
average speed of answer of 5 seconds; to process service requests within 3 days; and to respond 
to accuracy and service complaints within 24 hours. 

11 Telecommunications Analysts assure that agency needs are met with the most innovative and 
affordable telecommunications solutions, done at a cost less than agencies could do themselves. 
Agencies rarely have the resources to maintain separate voice communications staff who can stay 
current with the rapidly changing technical environment. Bid specifications and evaluation criteria 
are clear, which eliminates time-consuming questions and project re-bids. Our custom Centron 
costs are at least 50% less than for neighboring states. 

Records Center. 

11 Agencies save $675,000 annually by using less expensive record storage and save a total of 
$1,500,000 by not investing in added file cabinets. 

2±!= 
11 99.97% of Minnesota citizens have 9-1-1 service available to them. 

PROSPECI'S: 

A major challenge, today and in the future, is to cost-effectively manage an increasingly complex 
technical environment. Simple shared processing is being replaced by a myriad of shared, networked, 
integrated, and interconnected technology solutions that incorporate data, voice, and potentially image 
technology. To manage and continuously improve this challenging environment, InterTech finds it 
necessary to: 

11 Actively involve its customer community in decision-making. Groups such as the InterTech Board, 
the MIS Directors Group, the Telecommunications Rate Panel, and the STARS Advisocy Council 
provide an essential forum for communication and learning as well as joint decision-making. 

• Focus on the cost side of the improvement equation. A Cost and Service Management Study, 
sponsored by lnterTech and its Board in F.Y. 1991, has the goal of determining how to decrease, 
avoid, and contain the cost of data processing to the Minnesota taxpayer both at InterTech and 
at its major customers. Improved financial reporting also makes it possible for InterTech cost 
pool managers to be accountable for both the production and cost of a seivice. 

111 Continue to commit resources to learning the technical and practical side of emerging 
technologies. This fulfills InterTech's responsibility to sort through the vast amount of rapidly 

developing new technology and work with customers to identify those technolc,, 
cost-effective alternatives or opportunities. 

1at present 

11 Improve the speed with which shared processing and network capabilities can be recovered in case 
of disaster. The current physical disaster recovery plan requires 2 months for recovery. This is 
too long given the dependency of the state on these capabilities to perform necessacy public 
services (i.e., public safety, public assistance distributions, etc.). We are implementing an 
upgraded plan to solve this critical problem. Increased emphasis on disaster recovery throughout 
the public sector may cause an otherwise stable volume of micrographics service to increase. 

11 Focus on implementing STARS and working with customers to better utilize communications 
technology in support of their programs. STARS will: 1) provide easy access to reliable data 
communications facilities; 2) provide a teleconferencing alternative to travel for meetings; 
3) deliver a communications structure that enables data processing systems to interoperate and 
supplies the building blocks so customers can evolve toward open systems for data sharing; 
4) make public access to public services more readily available, (example: interconnecting 
regional video systems to provide equal access to learning for students in all Minnesota locations); 
and 5) help contain the costs for telecommunications services supporting existing and new 
applications. STARS, with additional investment, could also promote development of 
communications infrastructure needed to keep all Minnesota secton competitive. 

• Continue to address the demand for assistance in determining the wiring (voice, data, and video) 
needs for new and existing state-owned and leased buildings as well as developing specifications 
to be included in requests for bids. This activity is expected to triple in the ne:ict biennium. 

11 Respond to the agencies' increasing statewide telecommunicationa needs for complex solutions 
such as integration of voice and data at the desk, such as voice response automation linked to 
a computer to provide citizens individualized answers to questions, and for innovative technologies 
to meet their public's demands. 

1111 Encourage effective use of the Records Center as a low cost option for record storage. 
Microfilming also improves records management by replacing the costly need to store bulky 
records with a storage medium that takes up little space and assures long-term readability of the 
documents. 

11 Support the rising public e:icpectations for improved 9-1-1 aervicea throughout the state. In 
addition to 9-1-1 maintenance, efforts will be directed toward getting 9-1-1 to the few 
Minnesotans seived by out-of-state telephone e:icchanges, and upgrading e:icisting systems to provide 
faster and more efficient service, such as the upgrade to on-line address identification in rural 
areas. 

~= 
InterTech plans to continue to closely manage its resources to deliver the essential technol­
ogy/information services during the biennium. 

Computer Savica: 

11 lnterTech plans to keep rates stable, make customer costs predictable and use resources generated 
by these businesses to develop whatever added services the customer marketplace requires. 

Telecommunications Services: 

11 !nterTech will continue to negotiate the best volume rates possible and mak:e available the services 
requested by its customers. 

a An average customer using a combination of voice long distance/800 service, local service, and 
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data lines should experience flat or slightly lower rates during the biennium. This assumes that 
the customer continues the same type of service. Customers planning lo upgrade their service, 
especially their data service, should plan appropriate increases. 

• Customers may also see an increase in their direct local service (dial tone) costs in 1992 or 1993. 
This is due lo the fact that U S WEST may be filing for a rate increase on some items with the 
Public Utilities Commission during 1991. If granted, customers could see a 10-15% increase in 
U S WEST local service bills. 

Micrographics Services: 

• lnlerTech anticipates no change in services offered. A slight rate increase of approximately 3% 
is anticipated each year due lo staffing costs. 

STARS: 

• STARS will begin phased implementation in the next biennium. Voice implementation is 
scheduled for completion in F.Y. 1992. The additional capability for packet switching will be 
added into locations throughout a 4-year period ending in F.Y. 1995. Video will be phased in 
over a longer period with a F.Y. 1996 target of 87 locations for conference video and 13-19 
locations for broadcast video. This plan is dependent on solving the cash flow need for loaned 
resources of $3.4 million in F.Y. 1992 and $3.4 million in F.Y. 1993. It is anticipated the STARS 
fund will break even starting the following biennium. Additional resources from the legislature 
in the neighborhood of $5 million per year could stimulate development of a major communica­
tions highway for Minnesota's future. The funds would be spent for new uses of STARS, 
especially high volume data and broadcast quality video. 

Telecommunications and Records Center Support: 

• Funding at the F.Y. 1991 BASE during the biennium means that normal inflation/salary increases 
totaling $63 thousand and $130 thousand would have to be absorbed in F.Y. 1992 and F.Y. 1993, 
respectively. 

• One way to absorb these costs and continue to provide the necessary services delivered by the 
Records Center, the Communications Center, and the Telecommunications Analysts is lo fund 
a subset of services via revolving rather than general funds. This change is only applicable lo 3 
services. In all 3 instances, consistent and cost-effective service is maintained, but the impact is 
felt for agencies to come up with funds to pay. 

The 1st service, Records Center storage, could be provided at a minimal charge per box that is 
still cheaper than on-site or commercial storage. 

The 2nd service, Records Center retrieval, could be provided at a ch~irge similar to commercial 
services. 

The 3rd service, Telecommunications Analysts consulting, could charge a fee for contract 
specification preparation al a rate cheaper than either outside or agency-resident consultants. 

• Another alternative is to reduce the service provided. 

This alternative does not seem appropriate for the Communications Center because it provides 
a basic level of public communication. The cost of this service consists almost entirely of salary 
and communications costs that cannot be reduced without decreasing the timeliness of service. 

We do not think reduced service would benefit the citizens of Minnesota or the image of state 
government. 

The Records Center expense is composed of space rental and a 2-person staff. Good 
management requires at least a 2-person staff to provide consistent service. At the current pace 
of usage, the Center will be filled to capacity during 1992. The Center could, however, be closed. 
Customer's records could be stored at their own office location or at a commercial records center. 
However, cutting this $187 thousand appropriation would actually cost the state more money, as 
agencies move their records to more expensive office space. 

Telecommunications Analysts could also reduce their service. The least impact will be felt by 
engaging consultants for specification writing and charging agencies for this service. Risks 
involved: 1) This will lower the expertise in technology and knowledge of state organizations that 
analysts currently provide. 2) Charging for services opens the door to vendors who provide 
consultants at no charge, which might be very attractive to agencies. The result could be 
competitive situations where the specifications are written (or coached) by one of the bidders. 

9-1-1: 

• 9-1-1 emergency service will continue to be funded via special revenue and InterTech will continue 
to administer the finances. 

GOVERNOR'S RECOMMENDATION: 

The Governor recommends the funding as requested except for the following; an increase of $5.2 
million as a loan from the General Fund to the STARS Internal Services Fund to be repaid in F.Y. 
1996. 
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AGENCY: 
PROGRAM: 

ADMINISTRATION,DPT OF 
INTERTECHNOLOGIES GROUP 

ACTIVITY RESOURCE ALLOCATION: 

INFORMATION SUPPORT FOR AGENCIES A 
9-1-1 
------------------------------
TOTAL EXPENDITURES BY ACTIVITY 

DETAIL BY CATEGORY: 
------------------
STATE OPERATIONS 
LOCAL ASSISTANCE 
AID TO INDIVIDUALS 

------------------------------
TOTAL EXPENDITURES BY CATEGORY 

SOURCES OF FINANCING: 
---------------------
DIRECT APPROPRIATIONS: 

GENERAL 
STATUTORY APPROPRIATIONS: 

STATE GOVT SPEC REV 
SPECIAL REVENUE 
FEDERAL 

---------------
TOTAL FINANCING 

FY 1989 

1,462 
4,199 

5,661 

5,616 
45 

5,661 

1,462 

4,154 
45 

1992-1993 BIENNIAL BUDGET 
(DOLLARS IN THOUSANDS) 

FY 1990 

1,534 
4,517 

6,051 

6,019 
4 

28 

6,051 

1,534 

4,193 
292 

32 

Es-t. 
FY 1991 

1,428 
4,160 

5,588 

5,588 

5,588 

1,428 

4,160 

Aajus-tea 
Base 

1,442 
4,160 

5,602 

5,602 

5,602 

1,442 

4,160 

FY 1992 

Agency 
Pian 

1,444 
4,160 

5,604 

5,604 

5,604 

1,444 

4,160 

Governor 
Recornrn. 

4,244 
4,160 

8,404 

8,404 

8,404 

4,244 

4,160 

----------- ----------- ----------- ----------- ----------- -----------
5,661 6,051 5,588 5,602 5,604 8,404 

Aa;ustea 
Base 

1,439 
4,160 

5,599 

5,599 

5,599 

1,439 

4,160 

FY 1993 

Agency 
Pian 

1,271 
4,160 

5,431 

5,431 

5 ,c.31 

1,271 

4,160 

Governor 
Recomm. 

3,671 
4,160 

7,831 

7,831 

7,831 

3,671 

4,160 

----------- ----------- -----------
5,599 5,431 7,831 

REVISED 4/15/91 
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STARS 
lntertechnologies 
Administration, Department of 

1992-93 Biennial Budget 

DECISION ITEM: STARS Loan for Network Implementation 

Dollars in Thousands 
F.Y. 1992 F.Y. 1993 F.Y. 1994 F.Y. 1995 

GOVERNOR'S RECOMMENDATION: 

Expenditures 
General Fund - Loan $ 2,800 $ 2,400 $ -0- $ -0-

RCYCOues 
General Fund $ -0- $ -0- $ -0- $ -0-

Requires statutory change: ___ Yes X No 
Statutes Affected: 

ITEM SUMMARY: 

A loan from the cash position of the General Fund will cover a short term negative cash flow as 
STARS is implemented. Authority is requested to move funds between the 2 years as the 
implementation schedule requires. 

STARS will operate from a revolving fund. In order to develop an operating plan for STARS, 
expenses and reven!les were estimated for a 6 year period. The financial model shows that STARS 
should reach break even in the 3rd year of operation, and be able to pay back all start-up loans in 
the 6th year. Estimates show that there will be a gap between revenues and expenses for the first 
2 years. This gap between projected revenue and expenses is caused by the normal lag between 
availability of services, and full utilization of the services. 

BACKGROUND: 

STARS will: 1) provide easy access to reliable data communications facilities; 2) provide a video 
conferencing alternative to travel for meetings; 3) deliver a communications structure that enables 
data processing systems to interoperate and supplies the building blocks so customers can evolve 
toward open systems for data sharing; 4) make public access to public services more readily available; 
and 5) help contain the costs for telecommunications services supporting existing and new 
applical ions. 

STARS has been in planning for more than 2 years. During that period, lnterTech has gathered 
information from potential customers for STARS about their projected needs for telecommunications 
in the next 5 years. STARS consultants pulled together detailed infom1ation about exisling networks 
and looked at the new technologies which are likely lo become available in the next 5 years. 1l1e 
results of these efforts are reported in the STARS final report published in March, 1990. 

ll1at work formed the information base for developing a Request For Proposal (RFP) for STARS 
services. llle RFP was issued in December, 1990, with responses expected in April, 1991. Following 
evaluation of responses and contract negotiations, a contract award is anticipated in late 1991. 
STARS will lease services from the private sector. The STARS network will be built and operated 
by private sector vendors, and managed by the stale. 

KEY STATISTICS/FlNANCING/IMPACf: 

Detailed financial benefits resulting fwm STARS won't be known until responses to the RFP are 
received. Costs are expected to be lower than present for each unit of transmission, although overall 
expenditures for telecommunications are expected to rise as agencies use telecommunications more 
for improved operations efficiency. 

RATIONALE/OPTIONS: 

Telecommunications is an essential service for nearly all state agencies. Continued pressure to 
provide more services to more citizens at lower costs will likely push state agencies to depend even 
more heavily on telecommunications to support delivecy of services. Effective government operations 
will probably require access lo more information, more quickly and with minimum effort. These 
trends underscore the need for effective, modem, cost effective telecommunications services. STARS 
is an important step towards meeting those needs. 
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----- ln"RATIONS OOTA ----
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AGE! :I NI STRATI 0/~ 

--- FI~IAL oorn -----
'==================================---===========- --- -----

ACTUAL ESTIMATED 
I FY 1383 FY 1330 

-----PROJECTED ________ . ___ ___ ----- ----·-·- - - -·----- -- - --- -- ------- -------- ··-_-::_:.:__ ESTIHATED ----
ACTUAL 
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1-------------------------
ltX'ERATING REVENUES: 

NET SALES 
LESS: COST OF SALES 

I GROSS PRiFIT 00 SALES 
OTHER REVENUE- . 
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- -- ·-

ILESS: OPERATWG EXPENSES: , ________ _ 
~RIES 
Slffl..IES & EXPENSES 
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INTEREST EXPENSE 
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AMORHZATION & DEPRECIATION 
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PRIOR PERIOD ADJUSTMENT 
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FOOTNOTES TO STATEMENTS: 

Rate Ir.crease/CDecrease): 

Five year average rate of ir.crease is: 

I 
I 
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0.0 I 

261 857. 2 I 
0.4 I 

26,857.6 I 
I 

81 993. 7 I 
91 436.2 I 
·s91i:a -, 

554.0 I 

_5,1!5-~ I 

24,994.0 I 

I 
I 
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0.0 I 0.0 I 
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U.1 I 0.0 I 
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__ U1 '3Ct0..!.0_I ____ -~1_?~tO.~_! ~~~-~~!S_:_ 
0.0 ! 0.0 I 
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0.0 I 
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0.0 I 

I 
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-----------------1 
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I 
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-----------------1 
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1
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1
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21 278.0 I (575.5) I 0.0 I 0.0 I O. 0 I MASTER LEASE rm-a.JRREMT 
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---------------------------1 TOTII. tDHlJRRENT LIABILITIES 
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:- - I 
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! __ _ 

0.0 I 0.0 I 0.0 I 
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I 
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I 
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PROGRAM: 
Agency: 

Property Management 
Administration, Department of 

PROGRAM PURPOSE: 

19'J2-.93 Biennial Budget 

The Property Management Bureau is the primary central state entity responsible for overseeing the 
real property and buildings owned, leased, or managed by the state of Minnesota. It does this 
through its statutory authority as the owner of record, and by coordinated working relationships with 
the users and/or those who have custodial control of property. 

The mission of the Property Management Bureau is to provide high quaJity, efficient, responsive, 
ethical, innovative, and cost-effective property-related services for safe and healthy working 
environments that influence the quality of services delivered by our partners in Minnesota 
government. 

The bureau is comprised of S divisions that provide a wide-range of services that meet the mission. 
Our goals are to continue as a central resource for our customers, respond to their many diverse 
needs, provide quality and timely services and work with our customers to ensure their needs are met 
to their satisfaction. 

Real F.state Managsnf'!Dt 

• provide, allocate, and lease state-owned and nonstate-owned real property for state agency use; 

• lease out state-owned property not needed for state use to generate revenue for the state; 

• assist agencies in identifying space needs and planning the most efficient use of the space leased; 

• acquire and dispose of real property for state agencies, grant or deny easements and permits, and 
transfer custodial control from one agency to another; and 

• coordinate state child care activities. 

Energy Conservation 

• monitor energy usage statewide, identify measures needed to reduce energy usage and costs, and 
promote the use of alternate fuels such as wood, peat, sawdust, solar, etc.; 

• maintain a preventive maintenance program and a computerized data inventory for state 
institutions on energy usage; 

• negotiate prices and administer fuel contracts for the larger state agency energy users; and 

• provide training to operating personnel on how to maintain mechanical equipment to reduce down 
time and emergency breakdown periods. 

State Building Construction 

• design, prepare plans and specifications for bid, and supervise the construction, alteration, and 
improvement of state buildings, structures, and grounds or provide supervisory oversight of 
consultants hired to provide these services; 

• provide staff support to ensure the timely selection of designers by the Designer Selection Board; 
and 

• provide consulting services to user agencies for their building-related needs. 

Building Codes and Standards 

• ensure safeguards for health, safety, welfare, comfort and security for all users of buildings by 
establishing and administering the state building codes based on national model codes to reduce 
the loss of life, injury, or property damage associated with buildings of any type; 

• inspect and certify residential and commercial prefabricated structures produced in and out of the 
state to ensure the safety of all users; 

• review building plans and provide inspection of state-owned, funded, and public school districts 
or contract with qualified parties from local government entities or the private sector for these 
services; and 

• provide training and direct assistance to local officials, designers, construction industry, mobile 
home dealers, installers and manufacturers to ensure uniform administration of the codes. 

Plant Management 

• provide clean, safe, and healthy buil~ing environments for our Capitol complex customers; 

11 maintain and operate the electrical and mechanical systems in the Capitol complex buildings 
including air conditioning, beating, ventilation, electrical distribution, and plumbing so working 
environments are safe and healthy so state agencies can perform their responsibilities efficiently 
and effectively; 

11 maintain the Capitol grounds, sidewalks and parking lots and facilities, including snow removal 
for the safety of all users; 

11 deliver interoffice mail, office supplies, and printing orders and provide moving services for state 
agency customers; and 

• manage parking in the Capitol complex, administer cafeteria contract, coordinate and issue permits 
for special events so there is continuity and consistency of service to employees and the public. 

PERF<lRMANCB: 

Real F.state 'Uana0Prl1f'llt 

• Managed approximately: 1) 200 leases for about 1,520,000 useable square feet of office space 
in state-owned buildings; 2) 500 leases for about 2,505,000 useable square feet of office space 
in nonstate-owned buildings; and 3) 300 leases for premises such as warehouse, land, boat slips, 
monitoring sites, motorcycle skill · testing sites, aircraft hangars, parking stalls, stockpile sites, 
vehicle storage, radio towers, and vehicle inspection sites. 

• Facilitated and coordinated agency relocations, consolidations and co-locations for improved 
agency operations and delivery of services to the public. 

• Inspected 113 lease sites, statewide, to verify compliance with lease agreements. 

• Analysis of bills and payments made by a state agency resulted in the recovery of $128,682 in 
overpayments on behalf of the agency. 

• Located space and negotiated the leases for the Minnesota Lottery headquarters and S regional 
offices. 

• Lease negotiations for 5 agencies resulted in improvements to leased space, no increase in rates, 
rate decreases, or a combination at a cost savings of $126,975 per year for the next 3-5 years. 
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PROG, Property Management 19'J2-93 Biennial Budget 
(L-va11inuation) 

Agency. Administration, Department of 

• Acquired and sold state property to meet agencies' goals to provide convenient service locations 
within communities. 

• Opened the state's first child care center for children of employees in April 1990. 

Energy Conservation 

• Minnesota has continued to provide and pursue a variety of opportunities to save our dwindling 
energy resources although such efforts have decreased in other parts of the nation over the last 
several years. 

• The dollar savings for F.Y. 1989 totalled $8,578,376. Energy conservation measures are paying 
off to the benefit of our customers. No portion of these savings are returned to this division 
for providing energy conservation assistance and guidance. 

• Savings realized by state institutions as a result of ongoing oil/gas purchase negotiations for F.Y. 
1990 totalled $171,585. 

• Conducted 5 different training courses, 3 sessions of each course (total of 15 sessions), 437 
operating staff from state institutions attended. The training keeps personnel up-to-date on the 
latest energy conservation techniques and methods of maintaining equipment in efficient operating 
condition. 

• Participation in rebate and incentive programs offered by the various power companies contribute 
to energy cost savings. 

State Building Construction 

• Provided high quality and cost-effective architectural and engineering services in the areas of 
planning, design, construction and operations of physical facilities at 44 state institution campuses 
and numerous other individual locations that meet state agency needs so, in tum, they may 
provide efficient services to those they serve. 

• Acted as the "owner's agent" on 229 state projects totalling $208.5 million in F.Y. 1990 and 201 
projects totalling $168.1 million in F.Y. 1989. 

• Designed and managed 525 small-scale projects in-house totalling $10 million for F.Y. 1989-90. 

• Selected designers for major state projects based on selection criteria and previous project 
performance through the Designer Selection Board. In F.Y. 1990, reviewed 757 proposals and 
selected 52 designers and in F.Y. 1989 reviewed 387 proposals and selected 30 designers. 

• Assisted in environmental clean-up by removing 11 underground storage tanks with a total removal 
cost of $398,296 and surveyed 31 additional tanks. 

111 Abated 64 asbestos projects totalling $2,691,913 for the safety and health of building occupants 
and submitted 34 claims against the Johns Manville Trust for a total of $1,695,310 of which 
$305,028 has been returned to the state to date. 

• Authored about 170 M-Contracts for such professional and technical services as soil borings, 
materials testing, architectural and engineering investigations, land/site surveys; and construction 
M-Contracts for concrete work, painting, glass replacement, electrical work, caulking, and 
tuckpointing. These contracts are generally for projects under $10,000 and provide a method 

to obtain these services faster and to expedite construction projects in spite of limit1 ff. 

• Established and implemented process to manage the $2.5 million Capital Asset PreseIVation and 
Replacement Account (CAPRA) for the allocation of funds, to show cost savings for preseIVation 
measures, and to help improve the allocation of limited resources in the future. 

Building Codes and Standards 

• Provided increased services based on demand and increased construction activity in both the 
private the public sector. 

• Consultation and direct assistance requests for all divisional activities totalled 29,151 in F.Y. 
1990 and 27,478 in F.Y. 1989. 

• Provided 38 days of training instruction with 2,081 participants in F.Y. 1990 and 32 days with 
1,835 participants in F.Y. 1989 for those responsible for state building code administration. 

• Reviewed final construction documents totalling 808 with an estimated construction value of 
$550 million in F.Y. 1990 and 829 documents with a value of $450 million in F.Y. 1989. 

• Decreased activity in manufactured housing and mobiles homes is compensated by the increase 
in manufactured commercial and industrial structures, e.g., gas stations, cellular communication 
buildings, banks, restaurants, etc. 

• Established fees to provide for administrative services for public buildings. The fees are paid to 
qualified individuals for services in the areas of the state where the code is not presently 
administered or where local government does not have adequate personnel to provide services. 
The fees became effective 7-90 and the contractual services program is being implemented in F.Y. 
1991. 

The results of theses efforts are reflected by: 

• Improved enforcement of codes and standards being attained at the local level through training, 
direct assistance, and monitoring efforts. 

• Safer buildings being produced, reducing lou of life and personal injucy as well as property value 
loss. 

111 Energy efficiency levels in buildings maintained as well as improvement in accessibility and 
usability by the disabled community. 

• Public and user complaints involving quality and performance of buildings are decreasing. 

• In F.Y. 1990, no formal appeal was filed challenging the performance of local governments' code 
administration, although the stale has taken action against local government for failure to properly 
administer regulations. 

Plant Management 

• Stability in lease rates maintained due to efficient management of services and operations related 
to the Capitol complex buildings and grounds. 

• Building environments are clean, safe, and healthy due to efficient cleaning techniques and the 
monitoring and regulating of air temperatures and moisture content. 

• Capitol complex grounds and parking facilities are pleasant and safe due to the quality of care 
given to the turf, plant life, sidewalks, building entrances, and snow removal. 
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Agency: Administration, Department of 

19CJ2.-93 Biennial Budget 

• Safe and convenient parking is provided at reasonable rates for employees, the legislature, 
constitutional officers, and the public. 

• Provided moving, delivery services, and interoffice mail delivery at comparable costs to outside 
vendors but with greater timeliness and convenience to state agencies. 

• Coordinated centralized services for janitorial, grounds, trades, and material allows for stable 
and consistent levels of service, quick response time, and flexible follow-up. 

• Building occupants benefit from such other services as Jost and found, meeting room scheduling, 
cafeteria food service, and event and rally reservations. 

PROSPECTS: 

Real F.state Managpneot 

• To continue offering state agencies comprehensive and meaningful real estate services and to 
protect them, as well as the citizens of Minnesota, funding to maintain the needed staff and level 
of expertise is required. 

• While state agencies space needs are being met with available funds, many agencies have space 
needs that require additional funding to optimize the delivery of services and products to the 
citizens of Minnesota. In many cases, efficiencies can be achieved by consolidating and/or co­
locating state agencies. In addition, other real estate issues need to be addressed such as ease 
of access, available public transportation, parking facilities, adequate work environments, efficient 
use of space, handicapped accessibility, and quantity of space, so that employees are able to 
accomplish their job tasks and programs are adequately delivered to the citizens of Minnesota. 

• Whenever an agency receives an increase in staff or an additional program, adequate space to 
office the staff or program is needed. This necessitates a vast amount of work to locate suitable 
space, program the space need, negotiate lease terms and conditions, and prepare the required 
documentation to protect the state. · 

• The above issues need to be addressed in the context of providing space by constructing, 
purchasing, or leasing it. The ongoing issue of constructing state-owned buildings, purchasing 
existing buildings, or leasing privately owned space continues to be a concern. Alternative 
methods for financing the purchase or construction of state-owned space requires further analysis. 

• Continuing the activity of land acquisitions, dispositions, transfers pf custodial control and the 
granting of easements and permits for state agencies also allows the delivery of goods and services 
to the citizens of Minnesota. 

• Although the state made a major step forward in providing child care on the Capitol complex, 
child care issues in other metro locations, as well as in greater Minnesota, still need attention. 
There is a child care crisis occurring especially for infant/toddler care. The availability of licensed 
child care has not kept pace with the demand. For example, statewide there are about 105,000 
licensed slots for children under age 6, but there are 223,000 children needing care. Providing 
child care services is a paramount concern throughout the state of Minnesota. The development 
of policies and procedures, planning, and the implementation of a program will require additional 
staff and funding. 

Energy Conservation 

• With the Middle East crisis, we are once again reminded that some of our energy supplies have 
finite limits. A better understanding of those limits and how fast they are being approached is 
urgent. Simple inexpensive fuels we have learned to depend upon may sharply increase in cost. 

• National policy can have a direct effect on how the state will carry out future energy policies. 
The state needs to continue to manage and conserve energy resources and look for alternatives. 

• Increased monitoring of all energy usage for every state building owned or leased will need 
additional personnel and funds. 

• Indoor air quality and health concerns will become increasingly important issues. The proposal 
to use more energy to treat the air to a higher standard is in effect the opposite of reducing 
energy in a period when energy is in short supply. How to administer and comply with federal, 
state, and local codes will be an issue. 

• More training on operating existing equipment is needed at the blue collar level to optimize the 
efficiency of all existing equipment or to install more efficient control equipment to reduce energy 
that is needed to operate state-owned and leased buildings. Training funds for the blue collar 
workers who actually service our buildings has historically not been available. It has only been 
in the recent years that funding has become available. 

• To reduce or eliminate any of these programs would be counterproductive resulting in an increase 
in fuel and electrical budgets and reducing the life of valuable equipment. 

State Building Construction 

• The increased staff authorized by the 1987 and 1989 legislatures has allowed the division to 
increase its hours toward improved consultant project management. The expanded engineering 
staff now provides some plan review during the planning phases. Additional field supervision of 
construction and remodeling projects has substantially improved response time to job conditions 
and thereby reduce the potential for delay claims. The construction management process was 
used successfully to rebuild the College Center at Inver Hills Community College in time for fall 
classes. Consultation services to state agencies has expanded and the time spent on construction 
litigation reduced. 

• The 1990 Capital Asset Presetvation and Replacement Account (CAPRA) Jaw provides an 
opportunity to develop a more effective way to manage routine building deficiencies, expose 
conditions needing further attention, and allow _a more immediate response to bona fide 
emergency situations. The program will foster a stronger partnership between the agencies and 
the division since both groups will bear responsibility for prioritizing what is sure to be more 
projects than funds available. The division will provide leadership in the development and 
application of criteria which must be met for agencies to use the funds. In addition to emergency 
situations, the fund will enable the state to diminish the need for larger future expenditures by 
taking care of problems while they are more manageable. 

In the short term, the Division of State Building Construction will, out of necessity, provide this 
additional service with no additional staff. 

• Significant progress toward achieving an effective automated building management program has 
taken place in the last 2 years. Recent statewide legislative action calling for management and 
development of programs dealing with hazardous materials, Capital Asset Preservation, statewide 
building classification system, accessibility surveys, and task forces on the study of space and 
capital needs will require automation assistance. The development of the new Computer Aided 
Drafting Design (CADD) and building management software systems will effectively support these 
tasks. Our customers' needs can be served by continuing to respond to the voids facing their 
operations. 
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Without additional staff, the Division of State Building Construction can only begin to develop 
these programs. To bring them to fruition will require additional staff or appropriations to 
provide consultant services. An undesirable alternative would be to reduce project management 
time which would negate our effort to provide quality and timely managed projects. 

Building Codes and Standards 

• Many issues and trends, global, national and international, will affect state's activities, efforts, and 
regulatory involvement now and in the future. 

• Global issues are energy availability and cost, effects of chloroflurocarbons, water quality/quan­
tity, indoor and outdoor air quality, international trade/standards, i.e., Canada, Europe 92, Pacific 
Rim, technical advances of equipment, methods and materials, wider application of technology, 
technological development, and increasing demand for educational opportunities. 

111 The states will likely assume a larger role in regulatory affairs from the federal government in the 
area of modular construction and manufactured housing (mobile homes). The trend toward 
national standardization of codes and standards will continue. A major impact in regulation and 
application, for instance, is the federal Americans with Disabilities Act. 

• Partnerships between state and local communities will increase as the demand for greater 
regulation of the construction industry occurs. Greater accountability at the local level will place 
added emphasis on advanced training and continuing education for local code administrators to 
be provided by the state. 

111 Current and · future trends in state legislation in the areas of radon mitigation, energy, water 
usage, recycling, indoor air quality, fire safety, human rights issues on disabilities, and interstate 
and international reduction of regulatory barriers have major impact on the establishment and 
cost of administrating construction regulatory affairs. 

Plant Management 

• The fixed expenses for operating the buildings in the Capitol complex total $8,270,834 annually. 
This includes heat, electric, gas, statewide indirect costs, building depreciation (amortization), 
equipment depreciation, and building improvement amortization/bond interest. 

111 The Plant Management Division currently is responsible for providing the custodial, maintenance, 
and grounds services for the 22 buildings in the Capitol complex, including 1246 University 
Avenue, Ceremonial House, Health Building in Minneapolis, and the Duluth Government Center. 

111 A staffing increase is needed to provide the needed services due to the addition of new buildings 
and spaces to the Capitol complex. Those additions include the Judicial Plaza, History Center, 
l-94 corridor, etc. The costs of providing these seivices are paid by the tenants through their 
lease rates. 

With no increase in staff, a noticeable decrease in the quality and quantity of services performed 
will occur. Customers will notice less cleaning, snow removal will take longer, less care given to 
the grounds, decrease in the timely delivery of mail, printing orders, and supplies, etc. 

11 The need to provide safe and secure facilities in the Capitol complex for employees and visitors 
is an ongoing concern. Tragic crimes in recent years prompted the state to enhance security 
measures in its operations. Advances have been made, but many concerns remain that must be 
addressed. Although the complex itself has a relatively low crime rate, in 1989, 2 homicides, 50 

rapes, 297 robberies, and 287 aggravated assaults were reported in the surroundin& ,;;. 

PLAN: 

The demands for the existing programs within the Property Management Bureau preclude reducing 
them or shifting resources without reducing the current level of services. The bureau anticipates that 
if no provisions are made to accommodate inflation and the negotiated salary increases, those 
increases alone will force the bureau to absorb about $670,000 in extra costs over the next 2 years 
not including any reduction in appropriation "in lieu of rent" for legislative, ceremonial and services­
for-the-blind space. To do this will require reductions in general fund programs and services 
detrimental to the operations of state agency customers and the public they seive. 

Real E.state Manaru-.ut 

• Since over 90% of its budget is for salaries and rent, reduction of services in the leasing, land, 
and child care activities would be necessary. These are services provided to agencies, statewide. 
Consequences are that all aspects of developing, negotiating, and finalizing leases will take longer. 
State agencies will need to contract directly with either the Department of Transportation or the 
Department of Natural Resources for land-related services such as acquisition, disposal, and 
easement permits across state land. 

• Although there is a child care crisis occurring in Minnesota and nationally and the providing of 
child care services is a concern throughout the state of Minnesota, no consultation services would 
be provided to interested agencies other than management monitoring of the Capitol Child Care 
center. To do more will require additional staff and funding. 

• An alternative would be to charge for leasing services and spread the costs to other state agencies 
using those services. 

• Until there are other alternatives to providing space such as building new buildings or the ability 
to enter into lease-purchase options, the division will continue to lease nonstate-owned space at 
the most economical rental costs in order to meet state agency program needs. 

Energy Coosemtioo 

• Although the Middle East oil crisis bu heightened the need to do more in the area of energy 
conservation, the bureau will be forced to reduce services provided in the "Training Program for 
Blue Collar Workers" and in the preventive maintenance program. However, based on past 
experience, it has been found that the benefits and long-term savings of these programs outweigh 
any short-term savings that would occur. 

• Without the centralized training program and "watchdog" program, most state institutions neglect 
taking care of their equipment resulting in increased down time and emergency breakdown 
periods, and premature equipment replacement. The cost of operations to state agency budgets 
will increase several times and less data will be provided and available to determine the effective­
ness of various energy conservation measures. In addition, agencies will need to hire more 
outside consultants to maintain the same level of operations. 

• The department is the only agency monitoring the energy in state buildings in order to effectively 
manage the $22 million annual state fuel budget and will continue to provide this leadership. Any 
additional requirements lo provide increased energy monitoring of all state- owned and leased 
buildings will require the addition of staff and funds and cannot be done at the sacrifice of other 
programs in this area because they are closely interrelated. 

State Building Construct.ion 

• In the Building Construction Division, it will be necessary to reduce consultation and project 
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management services provided to agencies, statewide, and defer Repair and Replacement (R · & 
R) projects. The staff is currently canying an extraordinary heavy load of projects and any 
increase in workload will be offset by decreases in the quality and timeliness of services provided. 

• The R & R fund was established specifically to allow repairs on small-scale projects in the Capitol 
complex that had been deferred and were competing with major Capital Budget projects. 
Deferring repairs will result in increased project costs and progress to-date will revert to the type 
of situations this funding was designed to alleviate. 

• For !he short-tenn, the division can only develop automated projects. Additional staff and 
fundings are needed to manage these statewide programs on an ongoing basis. These programs 
are the result of recent legislative action calling for the management and development of programs 
dealing with hazardous materials, Capital Asset Preservation, statewide building classification 
system, accessibility surveys, and task forces studying space and capital needs. 

Revenue Sourc:a 

The bureau will continue to provide responsive and high-quality services to its state agency customers 
through its 2 revenue-generating operations. 

Building Codes and Standanla 

• The division will continue to be a state and national leader in the administering of building codes 
and standards. Due to current and future issues and trends, its role will continue to expand to 
meet increased demands and regulatory requirements. 

• Income generated from the services provided are deposited into the general fund and historically 
have exceeded its appropriation and expenditures by 100%. The increased demand for services 
cannot continue to be met with the same resources. The current sharing, cooperation, 
partnerships, compacts, reciprocity, etc., are reaching their limits. It is highly desirable that the 
resources generated by this program be permitted to fund its expanding role. Currently, excess 
funds are given to local government with no dedicated purposes. 

Plant ManafflllPOt 

• Rates are scheduled to increase approximately 4% in the next biennium, due in part to higher 
utility costs. 

• With the pending completion of the Minnesota History Center and its grounds and the addition 
of other grounds such as the Judicial Center Plaza, 1-94 corridor, etc., the department needs 
increased complement to provide the services needed to operate the building systems and to 
maintain the property. If there is no increase in staff to meet these new requirements, a 
noticeable decrease in the quality and quantity of services performed will result. 

• The providing of safe and secure facilities in the Capitol complex for all who use them is a major 
concern. The department will continue to coordinate with the Department of Public Safety 
(Capitol Security) the development of security measures for parking, public events, buildings, and 
personnel as well as implementing the recommendations contained in the April 1990 Report of 
the lnteragency Security Task Force. The department will again request Capital Budget funds 
to improve lighting and security. 

• An increase in the appropriation for "in lieu of rent" will be needed for space that the 
congressionally chartered veterans organil.ations will take over after the Legislative Auditor moves 

from the Veterans Service Building. The appropriation will also need to increase to cover about 
12,000 square feet of space that the legislature will use in the Capitol due to Judicial's move to 
its new building. 

GOVERNOR'S RECOMMENDATION: 

The Governor concurs with the agency's plan. 
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1992-1993 BIENNIAL BUDGET 
(DOLLARS IN THOUSANDS) 

AGENCY: 
PROGRAM: 

ADMINISTRATION,DPT OF 
PROPERTY MANAGEMENT 

ACTIVITY RESOURCE ALLOCATION: 
Es-t. 

FY 1989 FY 1990 FY 1991 

----------------------------------- ----------- ----------- -----------
REAL ESTATE MANAGEMENT 390 314 274 
ENERGY CONSERVATION 309 378 472 
STATE BUILDING CONSTRUCTION 2,736 4,411 3,114 
BUILDING CODES AND STANDARDS 1,186 1,387 1,794 
PLANT MANAGEMENT 3,950 4,944 4,149 

----------------------------------- ----------- ----------- -----------
TOTAL EXPENDITURES BY ACTIVITY 8,571 11,434 9,803 

DETAIL BY CATEGORY: 
------------------
STATE OPERATIONS 8,571 11,434 9,803 

----------------------------------- ----------- ----------- -----------
TOTAL EXPENDITURES BY CATEGORY 8,571 11,434 9,803 

·SOURCES OF FINANCING: 
---------------------
DIRECT APPROPRIATIONS: 

GENERAL 5,191 7,474 8,027 
SP REV DIRECT APPROP 1,617 

STATUTORY APPROPRIATIONS: 
STATE GOVT SPEC REV 46 128 
SPECIAL REVENUE 632 2,012 668 
HGHHY USER TAX DISTR 1 
FEDERAL 711 1,710 980 
WORKERS COMP SPECIAL 284 31 
NE MN ECONOMIC PROT 135 161 

--====-============================ =========== =========== -----------
TOT AL FINANCING 8,571 11,434 9,803 

FY 1992 
-----------------------------------

Adjus"ted Agency Governor 
Base Pian Recomm. 

----------- ----------- -----------
280 288 288 
482 475 475 

2,942 2,908 2,908 
1,815 1,858 1,858 
4,492 4,492 4,492 

----------- ----------- -----------
10,011 10,021 10,021 

10,011 10,021 10,021 

----------- ----------- -----------
10,011 10,021 10,021 

8,235 8,245 8,245 

128 128 128 
668 668 668 

980 980 980 

----------- ----------- -----------
10,011 10,021 10,021 

FY 1993 
-----------------------------------

Adjus"ted Agency Governor 
Base Plan Recomm. 

----------- ----------- -----------
280 292 292 
481 478 478 

2,937 2,929 2,929 
1,811 1,875 1,875 
4,551 4,551 4,551 

----------- ----------- -----------
10,060 10,125 10,125 

10,060 10,125 10,125 

----------- ----------- -----------
10,060 10,125 10,125 

8,284 8,349 8,349 

128 128 128 
668 668 668 

980 980 980 

----------- ----------- -----------
10,060 10,125 10,125 

REVISED 4/15/91 
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TY~ IF FIHl: INTEl!tft. SERV!Cf fOOl 
-------- IJ'ERAT IOHS DATA -------- FINKllt. DATA 

- ·-=- -===================-===:-:~-- = -=.::: -==== ==-= = ": ~--==-==:;;= = :' =- -::= ~=;; = -== ~============= == :-:- =======-==- ========= === ============== === ===========-= ===============================================::=====-======::-======--====-================= 
I ACTUi. ACTUi. ESTIMATED -------·---- l'ROJECTEIJ ------------1 ACTIR OCTUI. ESTIWITEIJ I 
I FY 1983 FY 1390 FY l'nl FY 13':12 f V l3'.l3 I FY l':183 FY l'.nO FY 1991 I 
,------------------------ ---- - -- -- ------- --- -------------- ------- ---------- -------------- -··- --- ---------- ---- ----- ---------- --1-------------- ----------------------------------- ---- ----- ----------------- ----------- ------1 
ICJlEMTIMi IIE\'Ot.ES: I I I I I ASSETS, I I I 
I I I I I I I I I 
I tET SILES 13,877.2 I 14,003.3 I JG,288.2 I 20,724. l I 24,330.0 IOJRRENT ASSETS1 I I I 
I l£SS1 CDST IF ~ES 0.0 I 0.0 I O.C• I 0.0 I 0.0 I _ I I I 
1 -----------------------------------------------------------------------------------------i CASH 1,181.1 I ~. 9 I 606. 9 i 
I GROSS PR(FJT ~ SIUS 13,877.2 I H, 003. J I 16,288.2 I 20, 724. l I 24, JJO. 0 I OTIER CURRENT ASSETS l, 971. 2 I 11 084. 4 I 931. 6 I 
I OTI£R REVEN.£ 287.4 I "J27. 7 I 246. 7 I 275.0 I JOO.Cl I -------------------- --------------1 
I _ -----------------------------------------------------------------------------------------1 TOTll. UJRRENT ASSETS J, 158. 9 I 21 077.3 I 1,538.6 I 
I ~T llVEN.ES 14,JU.5 I H,JJI.O I 16,534.8 I 20,999.1 I 24,630.0 I -----------------------1 
I I I I I ltOHlJRRENT ASSETS; 1,610.5 I 1,538.1 I 11 487.9 I 
ILE991 CJlERATIMi EXPENSES: I I I I I -------------------1 

I I I I TOTI\. ASSETS 4, 769,-' I J. 61~. 4 I J, 026. 4 I 

~ARIES 
SlJIPl.lES I EXPENSES 
INTEREST EXPENSE 
lliH ~tr tosf S 
INlRTIZATICJI I IJEPRECIATI~ 

TOTll. CffRATHli EXPENSES 

CffRATING 11£M (LOSSl 

ltOHJlERATltfi REVEtUS !EXPENSE> 
I 
I 
UlT lt«:CK ILOSSl 
I 
IBE61hNJtfi RETAltED EARNINGS 
I 
IPRJ[II PERIOD ADJISTIENT 
I 
IBlllhS RETAit£D EARNltfiS 
I 
I 
!FOOTNOTES TO STATElf:NTS: 
I 

I I I I ---z---------z-z:-z:-c------=---:z:z-~----:-----:------1 
4,964.01 5,312.21 6,174.f,I 61 736.11 71 409.71 I 
6,40(1.3 I 6,327.4 I G,H0.6 I 7,318.1 I 91 532.5 I I 

:320.4 I 334.4 I 1,584.S I J,421.3 I 4,506.0 I LIABILITIES & FI..Nl EOOITY I 
405.0 I 345.0 I 394.9 I 395.0 I 395.0 I . ---- j 

I 
I 

- I 
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------ ------------------------------------------------------------------------1---------- I 

I 
I 

14,132.0 I 14,383.0 I 16,921.c I 21,151.1 I 24,789.8 IUJRRE'4f ~lfllllUTl~S1 __ . . I 
-- ------ -- -- --------------------------- ---------------- ----------------------------------1 Ill£ litERll. F~ll - CURRENT 6. 3 I 

. - I 
0.0 I 

I I I I I PIASTER LEASE - CURRENT 126. 5 I 134.J I 
32.S I (52.Jll (386.\ll (152.0)1 (15':l.8)1 onu CURRENT LIA!IILITIES l,O'.J3.9 I 857.9 I 

-- ------------------------
I I TOTIL QJ~RENT LIABILITIES 1,226.8 I 992. l I 313.0 

13.5 I J(l.f, I 0.5 I 0.0 I 0.0 I -----------------1 
----- --- -- - - ----- --- --- -------- -- -------- ------ -- --- ----- - - -- ---------- ------------------1 tllN-CIJRRENT LI AlHL IT I ES. 

I I I I I Ill£ GEtERll. FOO> - tOl-aJRRENT 
46.J I (21.4ll (38'.;.':lll (152.0ll 115':I.Sll HASTERLEllSENON-CURRENT 

OTHER tOHURRENT LIABILITIES 
I, 686. 7 I 1,661.9 I I, f,~2. J I 1,258.2 I I, 108.0 I 

TOTll. IOHURRENT LIABILITIES 
17(1.9)1 1.8 I 1.8 I J.8 I 1.8 I 

- ·------ ------------------ -------------- ---- -- ---------- --- --- --- ----- -------------------1 TOTIL LIA!IJLI TIES 
1,661.9 I l,U2.J I 11 258.2 I 1,108.0 I 'Y...0.0 I 

========================== ======= ====== ====== == =-= ==== = -=== ==== =================~==-=-=-=I 
lf:~b £WITY: 

I I 
5.3 I 0.0 I 

JO'J. 7 1 175.7 I 
115.6 I 148.9 I 

--- -----------------------
430.6 I 324.6 I 

---------------------------
1,657.4 I 11 316.8 I 

I 
0.0 I 

75. 4 I 
125.3 I 

200.1 

I, 113. 7 I 
---------------- ·--------------1 

I I I 
I I I 
I I I 

1,450.1 I 656.J I 654.5 I 
IProjecllor,s ilssuiae rt-ldpletic,r,s arid reralal c,r H1slc,ry Ceriter ir, Dec, 
IRi1l1 increilSI percer,lages exclude Judicial Bldg ar,d History Cer,ter. 
I 

1':131. 
I 

I 

I 
I 
I 

CllHRHiUTED CAPITll. 

RETAltEIJ EARNitfiS 

TOTll. F~D EOOITY 

-----------------------------------------------------1 
1,661. '3 I 1,642.3 I I 1 2"...S. 2 I 

--------------------------------1 
lllilll! lncruie/ lllecreilse): 
I Leases 
I Hatl!rial Transfer 
I Revc.J v H,g Repa Jr 

IFive year average lr,crease/(IJeffEasel: 
I Lease~ 
I Maler ial Transfer 
I Revc,lvrng Repair 

D 

0.(1(11-
0. 53-,. 
3. 87'i-

2. 4'.ii 
6. 501' 
5. l0'i-

I. 60'i-
5. 4':l'i-
1. (ll'i-

(I. J7j.) 
2. 4£,J 
(1. 6~1' 

6.00'i-
12.001' 
10.(l(lj. 

6.00'i-1 
12.(11.)'i-l 
10.(l()tl 

I 

I• 
I 

rDTll. LIABILITIES & Fl~D EOOITY 

3,ll2.0 I 2,298.6 I 11 312.8 I 
----------------------------------------- - I 

41 763.4 I J,&15.4 I 3,026.4 I 
=======================,..===:--------------======== I 

I 

I 
• Differer,ce due to rounding to the nl!irt!St dollar. I 

I 
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PROGRAM: 
Agency: 

Administrative Management 
Administration, Department of 

PROGRAM PURPOSB: 

1992--93 Biennial Budget 

The Administrative Management progrdm provides internal management support services lo Admin'a 
operating units. The program includes the £unctions of budget and fiscal services, personnel services, 
agency relations coordination, grant administration, systems and automation coordina1ion and 
executive support. The grant administration area includes specific legislative grant administration 
tasks dealing with public broadcasling, regional cable communications, oil overcharge programs, and 
the Stale Band. The results achieved through this program include a well-managed department 
making the best use of its human, financial and information resources as il fulfills its mission. 

More specifically: 

• Fiscal Services establishes and maintains a centralized and integrated budget and accounting 
system for the department, both for general and revolving funds, as well as for lhe Office of the 
Governor, Office of the Ueutenant Governor, C...apitol Area Architectural and Planning Board, 
Citizens Commillee on Voyageurs National Park, Spanish Speaking Affairs Council, Council on 
Black Minnesotans, Council on Asian/Pacific Minnesotans and the Boundary Waters Canoe Area 
Task Force. 

• Personnel Services provides personnel services to departmental managers, supervisors and 
employees. Services include labor relations, employee training and development, performance 
appraisal assistance, recruitment, affirmative action, classification, safety administration, employee 
counseling, payroll and personnel transactions. 

• Executive Support provides departmental direction, priority and policy selling, short- and 
long-range planning and problem solving services, public information, and employee communica­
tions for the entire departmenl. The program provides secretarial and office support services for 
the departmenl's executive managers. In addi1ion, statewide coordination on a variel)' of critical 
issues ranging from security to state energy policy is included here. 

• Public Broadcasting is the gram administralion program carried oul for the legislature under 
terms of M.S. Chapter 139.16-21. Legislative allocations are divided among 6 public television 
and 12 public educational radio stations in the form of block, matching and equipment grants. 
The bureau oversees the grant program, disbursing funds in accordance with legislative 
appropriations and direction, and ensures that all statutory requirements and criteria are complied 
with. 

• Public Broadcasting -- Minnesota Public Radio is an additional public broadcasling grant program 
for establishment, improvement and operation of Minnesota Public Radio's network o{ 18 stations 
serving Minnesota. Stale grants to MPR arc also conditioned by eligibility and criteria of M.S. 
139.16-21. 

• 'lwin Cities Regional Cable Channel is a grant program based on M.S. Chapter 238.43 which 
mandates an interconnected regional cable channel to be carried on 7-county metropolitan area 
cable sys1ems. Legislative appropriations to assist in the establishmem and operation of the 
channel by the nonprofit corporation named as the opernting entily are administered by the 
bureau in accordance with legislative direction. 

• Oil. Overcharge Administration is the program assigned to the Department of Administration by 
the legislature in 1988 for management, administration and coordination of programs for which 
appropriations are made from funds received by the state from selllements with oil companic:s 
for violations of pricing regulations from 1973-1981. 

. ;~RF(>RMANO!: 

1. Achieved a 4.48% decrease in revolving fund rates for F.Y. 1991; 

2. Completed 90% of a atrategic information plan for the department; 

3. Implemented the atate'a first on-aite child care facility; 

4. Administered 69 public radio and television granu to 20 redpicnu for a total of $5,762,835 during 
the biennium; 

5. Administered 14 new oil overcharge granu for a total of $6,611,200 and continued management 
oversight of 8 earlier grants whOtiC total is $16,769,000 during the biennium; 

6. Implemented a new performance management system for lhe department developed f,y employc:a; 
and 

7. Cooperatively, with the department'• lnterfcchnologica Group, advanced lhe preparation of the 
STARS program for implemcnhllion and for utilization by atale agencica. 

8. Provided leadership on a variety of interdepartmeot iaauea auch u energy and accuril)'. 

During the past year, Admin'a Executive Team worked with employc:a lo re-work the department'• 
mission statement, values statement and its vision for the folure. Through these effort.111, the efforts 
of all employees can be focused toward the achievement ot .111hared goals. 

1win Olia Regional C.able Channd 

• Recent accomplishments include: 

Established its own operating facility; 
Doubled wecldy broadcasts from 35 lo 85 boun; 
Opened schedule to broader base of produccn; 
Developed new graphics and identity; 
Arrnnged schedule in 1hema1ic blocks; 
Secured experienced, full-time management; and 
Gained more audience and producer recognition. 

MinDCIIOb Public Radio 

• Accomplishments include: 

Reporters in all parts of the state; 
Distribution of Canadian and British programs; 
Distribution of National Public Radio and American Public Radio programs; 
Weekly cumula1ive audience of 320,000; 
Financial conlribu1ions from 65,000 individuals; and 
Support from 400 businesses and foundationa. 

Public 8roadowjg 

• Current measurable outputs include: 
Total Broadcast Hours (1V) 
Member C .. on1nbutions (IV) 
Local Production I lours fIV) 
Member Contribuuons (Radio) 
Volunteer Hours (Radio) 
Local Programming Houn. (Radio) 

38,921 hours 
$5,400,000 
850 hours 

$1,'1J:J7,800 
73,230 houra 
58,400 houra 
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PROGRAM: Administrative Management 
(Continualion) 

Agency-. Administration, Depanment of 

PROSPECfS: 

1992-93 Biennial Budget 

The centralized suppon functions within this program will experience many of the same trends and 
issues facing all other state agencies. The future suggests increasing fiscal stringencies, greater 
demands for improved and speedier service to slate agency and citizen customers, and a need for 
increased productivity. As issues become increasingly complex, often crossing governmenlal 
boundaries, Admin will play a continued leadership role in coordinating those involved. Personnel 
Se,vices must respond to the need for more highly qualified and specially 1rained personnel, along 
with the need for work force flexibility to allract and retain them Their challenge is to create 
innovation within the values of the merit system and the collective bargaining boundaries. Fiscal 
SefVices already has 4 fewer staff and 5 more revolving funds lhan in F.Y. 1981. If Admin creates 
more revolving funds as a way to fund its activities, this increased workload will fall on Fiscal 
SefVices to manage. The issues facing Admin management can change rapidly. As the depanment 
adapts to these changes, the need for responsive and flexible suppoll services increases. In addition, 
the diversity of Admin presents unique challenges to its own support functions, as it moves from such 
issues as child care to telecommunications infrastructure. 

Public Broadcasting: 

Opportunities exist to: 

11 1) Expon locally produced programs beyond the state to promote Minnesota; 2) Attract and 
leverage funding from other sources to full her enhance service capability; 3) Moderate the 
escalating costs of providing high quali1y program services; and 4) Preserve long term progress 
by restoring previous cuts to block and matching grant areas to meet public educational needs 
of the 1990s. 

Miooeaola Public Radio: 

11 To accomplish its goal of expanded service delivery to all Minnesotans, MPR plans a more 
complete and technologically updated system, and expects to move rapidly to claim diminishing 
noncommercial radio frequencies allocated to state communities. 

Twin Qliea Regional Cable Channel: 

11 Recent achievements have validated the legislative vision that created the channel and have set 
it on a course to become a major source of information for 400,000 cable households in the 
metro area. Continued stale assistance will leverage increased private contributions, suppoll and 
channel use. 

~= 
Like many of Admin's activities, salaries and rent comprise the major pollion of this program's 
budget, once pass through money is taken out. Specifically, biennial BASE level funding for this 
program totals $9,071,000. Of that amount, $5,442,000 is distributed in oil overcharge and public 
broadcasting grants. Of the remainder, 86% is salaries and rent. Because of this, it will be difficult 
to absorb salary and other inflationary increases, without looking at staff reductions. 

Admin receives no money for the administration of the public broadcasting grants. A legislative 
appropriation is received from oil overcharge money which supports staff to administer that program. 
If that approoriation were not made, this program would have to make a staff reduction of 2. 

GOVERNOR'S RECOMMENDA11ON: 

The Governor recommends the funding as requested except for a biennial reduction of $2,342,000 
for Public Broadcasling and Minnesola Public Radio Grants. 

P ..--.. 'lSED 3/28/91 
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1992-1993 BIENNIAL BUDGET 
(DOLLARS IN THOUSANDS) 

AGENCY: 
PROGRAM: 

ADMINISTRATION,DPT OF 
ADMINISTRATIVE MANAGEMENT 

ACTIVITY RESOURCE ALLOCATION: 

FISCAL & PERSONNEL SERVICES 
EXECUTIVE SUPPORT 
PUBLIC BROADCASTING 
MINNESOTA PUBLIC RADIO 
THIN CITIES REGIONAL CABLE CHANNEL 
OIL OVERCHARGE 

FY 1989 

1,242 
809 

1,986 

40 
8,369 

Es1:. 
FY 1990 FY 1991 

1,274 1,088 
646 737 

3,202 2,063 
226 

2,980 350 
----------------------------------- ----------- ----------- -----------
TOTAL EXPENDITURES BY ACTIVITY 12,446 8,328 4,238 

DETAIL BY CATEGORY: 
------------------
STATE OPERATIONS 2,049 1,915 1,821 
LOCAL ASSISTANCE 10,397 6,413 2,417 

----------------------------------- ----------- ----------- -----------
TOTAL EXPENDITURES BY CATEGORY 12,446 8,328 4,238 

SOURCES OF FINANCING: 
---------------------
DIRECT APPROPRIATIONS: 

GENERAL 3,675 5,053 3,816 
STATUTORY APPROPRIATIONS: 

GENERAL 45 
STATE GOVT SPEC REV 2,980 350 
SPECIAL REVENUE 8,369 
AGENCY 3 2 
GIFTS AND DEPOSITS 354 293 72 

----------------------------------- ----------- ----------- -----------
TOTAL FINANCING 12,446 8,328 4,238 

Adjusted 
Base 

1,109 
707 

2,271 
100 

350 

FY 1992 

Agency Governor 
Pl.an Recoltlm, 

1,143 1,143 
677 677 

2,271 1,150 
100 50 

350 350 
----------- ----------- -----------

4,537 4,541 3,370 

1,812 1,816 1,816 
2,725 2,725 1,554 

----------- ----------- -----------
4,537 4,541 3,370 

4,115 4,119 2,948 

350 350 350 

72 72 72 

----------- ----------- -----------
4,537 4,541 3,370 

Adjus"ted 
Base 

1,108 
705 

2,271 
100 

350 

FY 1993 

Agency Governor 
Plan Recomm. 

1,159 1,159 
687 687 

2,271 1,150 
100 50 

350 350 
----------- ----------- -----------

4,534 4,567 3,396 

1,809 1,842 1,842 
2,725 2,725 1,554 

----------- ----------- -----------
[} ,534 4,567 3,396 

4,112 4,145 2,974 

350 350 350 

72 72 72 

----------- ----------- -----------
4,534 4,567 3,396 
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ACnvTIY: Puhlic llroadcasling/Ml'I{ 
Administrative Managcmt·nt 
Administration, Department of 

I W1 93 Biennial Hudgci 
PRO<,RAM: 

AGENCY: 

DOCISION rn!M: Reduce Public Broadcasting/MPR (,rants 

GOVERNOR'S RECOMMENDA110N: 

F.xpr:ndiiwu 
General Fund 

Rew::nuaa 
General Fund 

Roquua lbluloly change: 
SB.Alutea Affa:kd: 

nF..M SUMMARY: 

Yes 

Dollars in Thousands 
F.Y. 1992 F.Y. 1993 F.Y. )(>94 F.Y. 19')5 

$ (1,171) $ (1,171) $ (1,171) $ (1,171) 

$ -0- $ -0- $ -0- $ -0-

X No 

Reduce BASE level funding for puhlic broadcasting operational and equipment grants which will 
result in a remaining base of $1,150,000 for Puhlic Broadcasting and $50,000 for Minnesota Puhlic 
Radio. 

BACKGROUND: 

This program provided direct matching, operational and equipment grants to those noncommercial 
television and radio stalions which meet the criteria set forth in the st al utcs M.S.139.16- I 9. 

Operational grants are used lo offset the ongoing costs associated with providing puhlic hroadcasl 
services. Equipment grants are used to replace worn out and ohsolete equipment and to acquire new 
equipment. 

RATIONALF.JQPTIONS: 

Support for this type of activity should be dependent upon puhlic contrihulions. 

BASE: F.Y. 1990 F.Y. 1991 F.Y. 19<>2 F.Y. 1993 

General Fund fapenditures (OOO's) 
Public Broadcasting $ 3,102 $ 1,%1 $ 2,271 $ 2,271 
MPR Grants 100 IOO 100 100 
Total s 3,202 $ 2,0<>3 $ 2,371 $ 2,371 

REVISED Jfl,8/91 
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PROGR.: 
Agency: 

Information Policy Office 
Administration, Department of 

PROGRAM PURPOSE: 

19'J2-93 Biennial Budget 

The Information Policy Office (IPO) is charged with assuring the legislature and governor that all 
major state government information management activities are coordinated and well managed. IPO 
is unique in that it takes a statewide view of the public's information systems, provides the vision 
beyond that of the functional agency, and acts as an information technology leader for the state. 
IPO assists state agencies by developing an information architecture, and implementing management 
disciplines that allow agencies to be effective in using information resources to achieve their 
objectives. IPO has a diverse range of responsibilities, including: 

11 Developing a statewide information architecture; 
11 Selecting and coordinating implementation of hardware and software standards to ensure 

compatibility among public sector information systems; 
11 Ensuring vendor compliance with standards and guidelines; 
11 Developing techniques to improve management of state records; 
11 Developing information system needs assessment methodologies for use by stale agencies; 
11 Developing, promoting and coordinating education for state personnel on information system 

issues; 
11 Reviewing and approving all information system requests to be included in the governor's budget; 
11 Supporting local governments as they encounter information system issues; and 
11 Promoting compliance with and understanding of the Minnesota Government Data Practices Act. 

To achieve its objectives, IPO is organized into 4 basic activities. 1) Planning produces guidelines, 
standards, and models that provide the design and direction for the effective use of information 
technology in state government. This activity also develops strategic plans that direct how the state 
will migrate to conformance with those standards. 2) Information Resources Management ensures 
conformance to standards, guidelines, and principles by providing education, training, and 
communications to state agencies; reviewing agency information technology budgets, strategic 
information plans, and systems performance; and administering agency information technology 
contracts and procurement. 3) Data Practices provides consulting, education, legislative drafting, 
evaluation, and mediation services within the public policy framework that balances the contending 
interests of privacy and due process rights of citizens on whom the government maintains data. Also 
at stake here are the public's right to get access to government information, and the agencies need 
to collect and use data to carry out government programs. 4) IPO also includes the legislatively 
created Intergovernmental Information Systems Advisory Council (lISAC). 

PERFORMANCE: 

Minnesota is experiencing a technological revolution. The growth of computer use has fueled 
dramatic changes in the workplace, which in tum have resulted in equally striking changes in the 
way we live. Information is now the driving force behind much of our economic and social activity, 
and is a growing, pervasive influence on all aspects of governmental activity. 

The legislature requires that IPO set priorities on all major information system requests, and ensure 
that individual systems do not duplicate or conflict with other agencies' systems. Because information 
systems and the needs they are designed to serve are complex, IPO requires long-term planning by 
agencies before they purchase and use information systems. To properly budget for and use a 
system, agencies must consider more than the price of the hardware and software and more than 
just the immediate information needs. IPO encourages a big picture approach so that all aspects 
of expense and utilization are fully understood before any money is spent. This helps ensure system 
success and efficiency. 

\ critical part of this process is the strategic information plan. A strategic informati( 11 is a 
broad, long-term view of the organization's mission and how it can be achieved. It is•. .:ciding 
what computers to buy or what software to run on them; instead, it's a process used to understand 
the agency's business, its functions, and the information used by those functions. The strategic 
information plan identifies the role information will play in achieving the agency's mission, and the 
initiatives to be undertaken that will enhance the agency's information resources. Along with the 
technology to be employed, the plan accounts for all forms of information management and addresses 
the human resources to be used. 

IPO has introduced the concept of life-cycle costing into the planning process. The life-cycle 
methodology illustrates the costs, benefits, and risks of a system over time. It allows planners to 
examine present needs and peer into the future so they can prepare a systematic economic analysis 
of any proposed system and the demands that will be placed upon it. 

IPO has also created a process for a performance review of system expectations (PROSE). PROSE 
follows the budget review process and continues throughout the life of the system. At important 
periods during system life cycle, PROSE asks questions designed to illuminate system and user 
performance. PROSE is another aspect of the planning process that creates understanding of 
information needs and how an agency can meet them. 

IPO continues to develop a statewide information architecture. The information architecture is a 
framework that will allow us to develop more efficient and flexible handling of the state of 
Minnesota's complex information needs. An important part of this process is selection and 
implementation of standards that deal with hardware and software features, ranging from plug design 
to the way in which computers send data to each other. IPO selects appropriate international and 
national standards to help ensure compatibility between information systems and computer networks. 
As the foundation on which to base future standards, IPO has chosen the U.S. g.:wernment's 
Government Open Systems Interconnection Profile, or GOSIP. GOSIP provides interconnectivity 
of electronic mail, file transfers, wide-area networks, and local area networks. The first GOSIP 
standard chosen for implementation is called X.25, which allows the free flow of information between 
local area networks and wide-area networks. 

Projects designed to deal with specific aspects of critical information management issues are another 
important part of the IPO architecture development process. These projects have addressed such 
issues as geographic information systems, building wiring, data modeling, 2-way interactive video, 
records management, automated systems development tools, and the development of a state 
information infrastructure. The thinking required to successfully conclude these projects contributes 
to both resolving the immediate issues and ongoing development of the statewide architecture. The 
IPO architecture development process allows the state the potential of not being simply reactive to 
information technology change, and gives agencies support in managing how that change affects 
their activities. 

PROSPHCI'S: 

Minnesota is becoming an information society. To meet new and evolving citizen needs, government 
must also change. To operate effectively in this new age, Minnesota government must be more 
flexible and responsive to change. This process is made more complex because these demands on 
government are growing at the same time that its resources are shrinking, which requires large 
improvements in productivity. This trend will not change in the foreseeable future. Successful 
government agencies in this new environment will be identified by their effective use of productivity­
enhancing information technology. That will require a fundamental restructuring of how they do 
their work. 

Experience has shown that the new technologies can enable new and more productive work methods. 
However, they can also lead to long-term losses in productivity potential. Evidence is growing that 
simply automating existing processes can achieve only limited gains in productivity. Any improvement 
is important, but simple automation of the old way of doing the job is the poorest way to use new 
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Agency: Administration, Department of 

19CJ2-93 Biennial Budget 

technology and offers the least gain in productivity. The heavy investment in new technology to 
automate existing work can also lock an agency into inefficient processes and further damage 
productivity potential by making it much more difficult to change. 

The best gains in productivity are achieved by re-engineering work processes in order to optimire 
applications of new information technologies. That level of change doesn't happen naturally. It 
requires a thorough examination of how the work is done, how new technology might improve it and 
how new ways of utilizing the technology might improve it still further. To successfully complete 
these detailed examinations agencies will need to create detailed business plans followed by equally 
detailed strategic information plans as a foundation for re-engineering. The Information Policy 
Office will be actively promoting re-engineering activities and encouraging agencies to make use of 
the opportunities that information technology affords. 

PLAN: 

If we assume normal inflation and negotiated salary increases BASE level funding for the Information 
Policy Office, the salary and benefits portion of the total IPO budget will increase from 75% to 82%. 
This will decrease IPO's operating budget 30% over the biennium. Also, given the absorption of the 
Data Protection Division within the office, by the end of the biennium the office will have effectively 
loot $250,000 in operating revenue (approximately 18% of the F.Y. 1991 BASE). 

There are 3 options to respond to this funding gap: 

1. Discontinue all staff training, retraining, travel, and no longer contract for outside expertise. The 
consequences will be a staff that is becoming more and more out-of-date with information 
technology. We estimate this would be the equivalent of loosing 8 experienced staff over the 
course of the biennium. 

2. Continue our leadership function and discontinue the bureaucratic review processes. We would 
no longer review procurement nor budget requests. We would also not have resources to support 
active involvement in standards implementation and migration. The consequences will be a loss 
of the "watch dog" role for the legislature over agencies' information technology activities. 

3. Continue the ''watch dog" role and discontinue the activities which support agency information 
management. We would no longer guide and support agency strategic information planning; act 
as an intermediary between stale agencies and local government; publish training, research, and 
development material, nor develop programs for agencies to improve management of their 
information resources. The consequences will be a loss to state government of the resources 
needed to help state agencies move effectively into the information age. 

GOVERNOR'S RECOMMENDATION: 

The Governor concun with the agency's plan. 
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1992-1993 BIENNIAL. BUDGET 
(DOLLARS IN THOUSANDS) 

AGENCY: 
PROGRAM: 

ADHINISTRATION,DPT OF 
INFORMATION POLICY OFFICE 

ACTIVITY RESOURCE ALLOCATION: 

INFORMATION PLANNING AND RESOURCE 
DATA PRIVACY 
INTERGOVERNMENTAL INFORMATION SYST 
------------------------------
TOTAL EXPENDITURES BY ACTIVITY 

DETAIL BY CATEGORY: 
----------------
STATE OPERATIONS 
LOCAL ASSISTANCE 
----------------
TOTAL EXPENDITURES BY CATEGORY 

SOURCES OF FINANCING: 

DIRECT APPROPRIATIONS: 

FY 1989 

1,009 
45 

167 

1,221 

1,007 
214 

1,221 

FY 1990 

1,536 
54 

140 

1,730 

1,555 
175 

1,730 

Est. 
FY 1991 

1,343 
93 

219 

1 1655 

1,557 
98 

1,655 

GENERAL 1,152 1,654 1,655 
STATUTORY APPROPRIATIONS: 

GENERAL 50 76 
SPECIAL REVENUE 17 
FEDERAL 2 

----------------------------------- ----------- ----------- -----------
TOTAL FINANCING 1,221 1,730 1,655 

Adjusted 
Base 

1,362 
94 

187 

1,643 

1,578 
65 

1,643 

1,643 

-----------
1,643 

FY 1992 

Agency 
Plan 

1,397 
98 

191 

1,686 

1,621 
65 

1,686 

Governor 
Reconvn. 

1,397 
98 

191 

1,686 

1,621 
65 

1,686 

1,686 1,686 

1,686 1,686 

Adjusted 
Base 

1,360 
94 

187 

1,641 

1,576 
65 

1,641 

1,641 

1,64-1 

FY 1993 

Agency 
Plan 

1,412 
100 
192 

1,704 

1,639 
65 

1,704 

Governor 
Recornm. 

1,412 
100 
192 

1,704 

1,639 
65 

1,704 

1,704 1,704 

1,704 1,704 
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Management Analysis 
Administration, Department of 

PROGRAM PURPOSE: 

19'12-93 Biennial Budge· 

The Department of Administration's Management Analysis Division (MAD) is state government's 
in-house management consulting unit. 

The mission of the division is to improve the productivity, quality, and cost-effectiveness of 
government services. The division provides management consultation to the governor, legislature, 
commissioner of administration, state agencies, and local units of government. 

Work requested by the governor, legislature, and commissioner of administration and statewide 
productivity/quality improvement efforts are funded by the general fund. The division charges fees 
for work requested by state agencies and local units of governmenL 

The division strives to achieve its mission by: 

11 providing objective information to the legislature on management and public policy issues 
confronting the state; 

11 advising and acting for the governor and his cabinet on issues related to the overall management 
of state government; 

11 developing, piloting, and disseminating innovative ways to improve government productivity and 
quality; 

11 providing consultation and technical assistance on department operations to the commissioner of 
administration; and 

11 providing affordable, quality management consulting services on productivity and quality 
improvement to state agencies and local units of government. 

PERroRMANCE: 

MAD has conducted S legislative studies during the F.Y. 1990-91 biennium: an analysis of the need 
for additional veterans homes in the state, a cost/benefit analysis of consolidating the state air fleets, 
an analysis of the state's set-aside purchasing programs, an analysis of performance incentives for 
state managers, and an assessment of the state's prevailing wage law. 

MAD serves as staff to the F.xecutive Council, prepares gubernatorial executive and reorganization 
orders, approves agency reorganizations, staffs the.governor's subcabinets, handles the administrative 
affairs of agencies that are abolishe-.d or temporarily suspended, prepares contingency plans for state 
government operations in case of disasters or employee strikes, assists new agencies in setting up 
operations, and handles the administrative details of gubernatorial and attorney general transitions. 

MAD has developed an innovative productivity and quality improvement program -- Strive Toward 
F.xcellence in Performance (STEP) -- with over 60 pilot projects in 24 state agencies. The division 
has recruited over 200 public and private sector partners to assist the pilot projects. The Urban 
Institute has recently published the STEP program guide for sale nationally to government managers. 

MAD provides a variety of assistance to the Department of Administration. In F.Y. 1990-91 the 
division, for example, staffed an interagency task force on security in the Capitol complex and is 
revising the Department of Administration's operating policies and procedures in order to streamline 
and simplify them. 

Revolving Fund 

Since 1985, the division has charged for consulting semces provided to state agencies ana 1oca; units 
of government. Demand for MAD's services has increased dramatically. In F.Y. 1986, MAD 
devoted 3 full-time positions to this activity. In F. Y. 1991, the demand bas grown to support 9 
positions. 

MAD does not have a monopoly on state government contracts. State managers are free to con­
tract with private consultants if they wish. This means that MAD must be able to compete on price 
and quality. MAD's F.Y. 1991 rates are $60 per hour, less than half the rate of outside consulting 
firms. Rates include all costs including salaries, benefits, ccpenses, supplies, equipment, secretarial 
support, and overhead. MAD's consulting services include strategic and operational planning 
assistance, cost/benefit analysis, systems analysis, organizational design, work simplification and 
redesign, and organizational development. MAD's staff bring years of practical, hands-on experience 
working with government agencies. The division has a reputation for objective, thorough analysis and 
workable solutions to management problems. 

MAD's principal clients are state agencies. MAD had 67 consulting contracts in F.Y. 1990. In 
F.Y. 1991, MAD's business plan calls for a 19% increase in demand. 

PROSPECT'S: 

Toe division's general fund work plan changes depending on the priorities of the legislature, 
governor, commissioner of administration, and the cabinet. The division's staff are experienced 
consultants who can be assigned a variety of work. Although its general fund complement has 
remained the same since 1981, demand for MAD's services has increased substantially. 

Given the increasing demand for state services and a tight state budget, the division can provide 
useful advice, consultation, and assistance to the legislature, governor, and state agencies on ways 
to increase the productivity and quality of state services. 

Toe department believes that the time bas come for a major new state effort to improve the 
productivity and quality of government services. The department has formed a working group of 
state agency heads, business leaders, and labor to examine the issue. The STEP program focuses 
on management innovation. The committee has recommended that in addition to the STEP program, 
the state should undertake a comprehensive service redesign initiative, targeting those services which 
cut across state agencies and levels of government. Toe redesign initiative would involve not only 
improving the management of a semce but also redesigning policy and restructuring service delivery 
systems. 

~: 

Toe division's F.Y. 1992-93 general fund work plan allocates staff time as follows: 

Legislative Studies•• 
Ongoing Statewide Management Responsibilities 
Statewide Productivity/Quality Improvement Initiatives 
Department of Administration Assistance 

15% 
30% 
30% 
25% 

• • Our F. Y. 1992-93 plan assumes that, as in the past, the legislature will appropriate supplemental 
funds for major studies. 

· Salaries account for over 80% of the division's budget; rent and other fixed expenses account for an 
additional 6%. Any salary increases, not covered by a salary supplement, can only be managed 
through staff reductions. 
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If there is no salary supplement to cover increased salary costs, we would eliminate most general 
fund services to the department of administration and would reduce funding for statewide produc­
tivity/quality improvement initiatives. We would scale back i.he STEP program. If the division were 
directed to begin even a very modest service redesign effort, the SIBP program would be closed 
down. There would be insufficient funds for both efforts. 

We would continue our current level of effort for legislative studies and ongoing statewide 
management responsibilities. Our efforts in these areas were reduced to minimal levels as part of 
earlier budget reductions. 

In F.Y. 1992-93, we predict demand for our fee-based services will increase between Sand 10% per 
year. We estimate our rates will increase at or below the rate of inflation. 

GOVERNOR'S RECOMMENDATION: 

The Governor concurs with the agency's plan. 
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1992-1993 BIENNIAL BUDGET 
(DOLLARS IN THOUSANDS) 

AGENCY: 
PROGRAM: 

ADMINISTRATION,DPT OF 
MANAGEMENT ANALYSIS 

ACTIVITY RESOURCE ALLOCATION: 

MANAGEMENT ANALYSIS 
-------------------
TOTAL EXPENDITURES BY ACTIVITY 

DETAIL BY CATEGORY: 

FY 1989 

1,174 

1,174 

FY 1990 

1,390 

1,390 

Est. 
FY 1991 

1,342 

1,342 

STATE OPERATIONS 1,174 1,390 1,342 
----------------------------------- ----------- ----------- -----------
TOTAL EXPENDITURES BY CATEGORY 1,174 1,390 1,342 

SOURCES OF FINANCING: 
---------------------
DIRECT APPROPRIATIONS: 

GENERAL 769 827 617 
STATUTORY APPROPRIATIONS: 

SPECIAL REVENUE 405 530 725 
GIFTS AND DEPOSITS 33 

----------------------------------- ----------- ----------- -----------
TOTAL FINANCING 1,174 1,390 1,342 

Adjusted 
Base 

1,350 

1,350 

FY 1992 

Agency 
Pian 

1,311 

1,311 

Governor 
Rec onvn. 

1,311 

1,311 

1,350 1,311 1,311 
----- ----------- -----------
1,350 1,311 1,311 

625 586 586 

725 725 725 

1,350 1,311 1,311 

Adjusted 
Base 

1,349 

1,349 

FY 1993 

Agency 
Pian 

1,319 

1,319 

Governor 
Recornm. 

1,319 

1,319 

1,349 1,319 1,319 
----- ----------- -----------
1,349 1,319 1,319 

624 594 594 

725 725 725 

1,349 1,319 1,319 
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PROGRAM PAGE 

Administrative Hearings 

Workers' Compensation 

216 

219 
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Assistant Chief 
AdMinistrative Law Judge 

Supervises: Workers' 
Comensatioa Voit 

!
Workers' 
Coinpensation 
Judges C28l 

l . 

MINNESOTA OFFICE Of AOHINISTRATIVE HEARINGS 
ORGANIZATION STRUCTURE 

July, 1990 
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Judge Supervisor 
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I Accounting 
Super( Sr, 
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Coordinator J 
Clerk 2 C.Sl 
Data Ent. Operator 

I legal I Secys, CJ> 
Clerk Typjst 2 :c 

Administrat1ve law 
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Judge 11 APA Docket 

Legal Secy. 
Legal Secy. 

Administrative la~ 
Judge Supervisor 
licensing 

Regulatory Unit 

Administrative law 
Judges II (7 > -· 

l
rn;:i;:;!m I legal Technician 

(Dakota County 
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EDP Progranner/ I 
Analyst --~-------

1 legal Technician I I legal Analyst 
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Position Reconciliation: 

Authority: 

Legislative Complement: 
Revolving Fund 
Workers' Comp. Special 

Total Permanent Positions 

Other Complement (FTE) 

TOTAL Positions 

Employees 
on 6-30-90 

Administrative H ngs, Office of 

Position and Employee Status Information 

Current Requested 
F.Y. 1991 For 6-30-93 

25.5 25.5 
52.0 52.0 

77.5 77.5 

2.0 -0-

19.5 77.5 

19.5 

Employees by Employment Status: 

6-30-90 

Full-Time Unlimited 77.5 
Full-Time Temporary 2.0 

TOTAL 79.5 
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MISSION: 

The mission of the Office of Administrative Hearings is to conduct contested case and rulemaking 
hearings for state agencies, child support enforcement hearings for 17 Minnesota counties, hearings 
for political subdivisions, and all workers' compensation trials for the state. The office conducts the 
hearings, compiles the official records of the hearings, and issues recommendations for action or final 
orders. 

The primary aim of the office is to provide fair and expeditious administrative hearings at the lowest 
possible cost to all participants. 

MAJOR POLICY DRWERS: 

The primary clients of the office are state agencies, political subdivisions injured workers and their 
dependents, employers and their workers' compensation carriers, attorneys, and other citizens of the 
state whose rights may be affected by state action. While the office operates out of a main location 
in Minneapolis, where 17 hearing rooms are located, the office conducts hearings in every county of 
the state, the specific locations being selected on the basis of convenience to the parties involved in 
the hearings. 

The office is divided into 2 program areas, administrative procedure act hearings and workers' 
compensation hearings. The workers' compensation program is funded by a direct legislative 
appropriation from the special workers' compensation fund, while the Administrative Procedure Act 
program is funded through a revolving account. 

The demand for the offices' services are significant and require the provision of timely hearings 
particularly in the areas of workers' compensation and child support enforcement. The office must 
be prepared to assign judges to handle 700 administrative procedure act cases per year, 6,000 
worker's compensation cases per year, and 4,000 child support enforcement matters. 

The goal with respect to all hearings is to increase the efficiency of the hearing process while 
ensuring that all parties are provided due process. A reduction in the time required to conclude the 
hearing process has been a primary objective. 

Resource allocation has been made very conservatively. There is a very low level of support staff 
with 33.5 supporting 44 full-time judges and 25 part-time judges. This is far less than any judicial 
and most quasi-judicial systems. Emphasis has been placed on working environment and 
technological improvements. 

EXPLANATION OF BUDGET ISSUF.S AND ALTERNATIVES: 

The Administrative Procedures Act change level is to fill vacancies and to cover salary increases; 
workers compensation change request is for anticipated salary increases only. 

Administrative Procedure Act 
Worker's Compensation 

Reallocation by Program 

F.Y. 1991 
1,688 
3,298 

F.Y. 1992 
Change From 

F.Y. 1991 
205 
193 

F.Y. 1993 
Change From 

F.Y. 1992 
283 
352 
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AGENCY: ADMINISTRATIVE HRNGS 

PROGRAM RESOURCE ALLOCATION: 

ADMINISTRATIVE HEARINGS OFFICE 
HORKERS COMPENSATION 
-----------------------------
TOTAL EXPENDITURES BY PROGRAM 

SOURCES OF FINANCING: 
---------------------
DIRECT APPROPRIATIONS: 

HORKERS COMP SPECIAL 
STATUTORY APPROPRIATIONS: 

ENTERPRISE 
---------------
TOTAL FINANCING 

FY 1989 

1,276 
2,923 

4,199 

2,889 

1,310 

1992-1993 BIENNIAL BUDGET 
(DOLLARS IN THOUSANDS) 

FY 1990 

1,590 
3,150 

4,740 

3,146 

1,594 

Est. 
FY 1991 

1,688 
3,316 

5,004 

3,298 

1,706 

Adjusted 
Base 

1,688 
3,364 

5,052 

3,346 

1,706 

FY 1992 

Agency 
Pian 

1,893 
3,476 

5,369 

3,458 

1,911 

Governor 
Recomm. 

1,893 
3,476 

5,369 

3,458 

1,911 

----------- ----------- ----------- ----------- ----------- -----------
4,199 4,740 5,004 5,052 5,369 5,369 

Adjusted 
Base 

1,688 
3,353 

5,041 

3,335 

1,706 

FY 1993 

Agency 
Pian 

----------------------
1,971 
3,635 

5,606 

3,617 

1,989 

Governor 
Reco1nm. 

1,971 
3,635 

5,606 

3,617 

1,989 
----------- ----------- -----------

5,041 5,606 5,606 

PAGE 214 



AGENCY: ADMINISTRATIVE HRNGS 

F.Y.91 FUNDING LEVEL 

SALARY ANNUALIZATION 
DOCUMENTED RENT/LEASE INCR. 

TOTAL 
BIENNIAL TOTAL 

All FUNDS 

BASE RECONCILIATION REPORT 
for 1992-1993 Biennium 

GENERAL FUND 
F.Y.92 F.Y.93 F.Y.92 F.Y.93 

5,004 

41 
7 

5,052 

.5,004 

30 
7 

.5,041 
10,093 

OTHER STATE FUNDS 
F.Y.92 F.Y.93 

5,004 

41 
7 

.5,052 

5,004 

30 
7 

5,041 
10,093 

FEDERAL FUNDS 
F.Y.92 F.Y.93 
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PROGRAM: 
Agency: 

Administrative Procedure Act 
Administrative Hearings, Office of 

PROGRAM PURPOSE: 

1992-93 Biennial Budget 

The Office of Administrative Hearings' Administrative Procedure Act Program is required, by statute, 
to conduct contested case and rulemaking hearings for the state, child support enforcement hearings 
for 17 Minnesota counties, and trial type hearings for political subdivisions when the subdivision 
requests that an administrative law judge preside. These matters are to be heard and decided in a 
fair and expeditious manner and at the lowest possible cost to all participants. 

The administrative law judges conduct all prehearing conferences and hearings, complete all necessary 
legal research with some assistance from a legal analyst, and issue recommendations for final agency 
action. In cases involving OSHA, the human rights act, special education, personnel disciplinary 
actions, child support enforcement hearings, and certain other cases the reports are final decisions 
and are appealable directly to the courts. 

The hearings conducted involve the rights, duties or privileges of the state's citizens and those doing 
business within the stale. Contested case hearings are typically in the areas of human .rights, 
employee discipline, public utilities, professional licensure, securities regulation, transportation 
regulation and environmental quality. Examples include the Beverly Nursing Homes licensing case, 
the St. Paul Fire Chief discharge matter, the Flying Cloud Landfill permit case, the licensing of those 
in the medical profession, the NSP rate case, the Minnesota equal access telephone network system 
matter, the St. Paul firefighters hiring practices case, and all contested rulemaking hearings for state 
agencies. The program also conducts approximately 4,000 child support enforcement hearings per 
year in 17 Minnesota counties. 

PERFORMANCE: 
The office has been successful in conducting the hearings as required and issuing fair and timely 
decisions. The hearings conducted span such lengthy and extensive proceedings as an environmental 
or utility case which may require months of hearing to a child support matter which may be 
concluded in less than 1 hour. 

An example of how successful an expedited administrative process can be was the child support 
enforcement proceedings conducted in Dakota County which commenced in 1988. In that county, 
child support orders per year went from 335 in 1987 under the district court process to 960 in 1989 
under the administrative law process and collections increased from $4.4 million in 1987 to $6.8 
million in 1989. The objective and effectiveness measures for the Administrative Procedure Act 
Program are as follows: 

Objective: To complete hearings and issue final decisions or recommend final action in state agency 
contested cases, rulemaking proceedings, child support enforcement proceedings, and hearings 
conducted for political subdivisions. 

Actual Actual Estimate Request Request 
Effectiveness Measures: F.Y. 1989 F.Y. 1990 F.Y. 1991 F.Y. 1992 F.Y. 1993 
Hearings Completed and 
Reports/Decisions Issued 490 506 510 560 560 

Average No. of Days After 
Hearing to Issue Report/Decision 18 19 19 19 19 

No. of Child Support Enforcement 
Cases Brought Before AL.ls 960 3,000 4,000 4,000 4,000 

Total Hours of Hearings 
Conducted by AL.JS 2,652 3,245 3,250 3,575 3,575 

Total Hours Billed By AL.JS 16,599 19,230 19,250 21,175 21,175 

PROSPECTS: 

This program is funded through a revolving account. The entities which use its services are charged 
an hourly rate for services performed. That hourly rate is approved each fiscal year by the 
Department of Finance and reflects the actual expenses of the program. 

The primary objective is to provide quality hearing services at a minimum of cost. Use of settlement 
and alternative dispute resolution techniques has and will continue to be emphasized to resolve 
disputes without requiring lengthy hearings and decision-making. The prospect of more hearings 
occurring in Greater Minnesota has resulted in the employment of qualified attorneys from local 
areas to serve as administrative law judges. This can reduce travel and resultant costs for clients in 
these areas. 

PLAN: 

The program intends to continue to provide quality hearing services at a competitive price and with 
the intent of minimizing costs by the prudent use of support staff, the use of alternative dispute 
resolution techniques, the use of contract administrative law judges as appropriate, and the retention 
and employment of competent, knowledgeable and fair judges who can perform these responsibilities 
in a thorough and expeditious manner. 

The office is not requesting a direct appropriation for this activity as it operates on a revolving fund. 
Dedicated revenue obtained through the approved rate structure will be used to cover the costs of 
providing the hearing services. 

Agency Reallocation: 

Salary Increases F.Y. 1992 $205,000 F.Y. 1993 $283,000 

The administrative procedures activity anticipates a 10% increase in hearings during the next 
biennium. We anticipate that we would be required to fill the 2 remaining vacant administrative law 
judge positions and 1 vacant legal secretary to meet that increased volume. Salary increases for F.Y. 
1992 and F.Y. 1993 will be funded by additional revenue generated by increased billable hours and 
a possible rate increase. 

Since this program is not on a direct or fixed appropriation, but rather it charges for the hourly 
services of employees,a cut of positions or reallocation of resources will not save money for the 
revolving fund. 

GOVERNOR'S RECOMMENDATION: 

The Governor concurs with the agency's plan. 
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1992-1993 8 IE N NI AL BUDGET 
(DOLLARS IN THOUSANDS) 

AGENCY: 
PROGRAM: 

ADMINISTRATIVE HRNGS 
ADMINISTRATIVE HEARINGS OFFICE 

ACTIVITY RESOURCE ALLOCATION: FY 1989 
========================-=====-==-= 
ADMINISTRTV HEARINGS 1,276 

------------------------------- -----------
TOTAL EXPENDITURES BY ACTIVITY 1,276 

DETAIL BY CATEGORY: 

FY 1990 

1,590 
----------------------1,590 

Es1:. 
FY 1991 

1,688 

1,688 

STATE OPERATIONS 1,276 1,590 1,688 

----------------------------------- ----------- ----------- -----------
TOTAL EXPENDITURES BY CATEGORY 1,276 1,590 1,688 

SOURCES OF FINANCING: 
---------------------
DIRECT APPROPRIATIONS: 
STATUTORY APPROPRIATIONS: 

ENTERPRISE 1,276 1,590 1,688 
-=--=------====-==-==-==-=-==-=-=== ==-=====-=- =--======== =========== 
TOTAL FINANCING 1,276 1,590 1,688 

Adjus1:ed 
Base 

1,688 
----------------------

1,688 

FY 1992 

Agency 
Pl.an 

1,893 
==========-= 

1,893 

Governor 
Recomm. 

1,893 
----------------------

1,893 

1,688 1,893 1,893 
----- ----------- -----------
1,688 1,893 1,893 

1,688 1,893 1,893 
----- ----------- -----------
1,688 1,893 1,893 

AdiUS1:ed 
Base 

----------------------
1,688 

=======-=== 
1,688 

FY 1993 

Agency 
Pl.an 

----------------------
1,971 

----------------------
1,971 

Governor 
Recon-n. 

=========== 
1,971 

----------------------
1,971 

1,688 1,971 1,971 
----- ----------- -----------
1,688 1,971 1,971 

1,688 1,971 1,971 
===== =-=====-=-= -=--==-----
1,688 1,971 1,971 
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ACfIVITY: 
PROGRAM: 

AGENCY: 

Administrative Hearings 
Administrative Hearings 
Office of Administrative Hearings 

1992-93 Biennial Budget 

DECISION fIEM: Fill Three Vacancies and Salary Increases 

Dollars in Thousands 
F.Y. 1992 F.Y. 1993 F.Y. 1994 F.Y. 1995 

AGENCY PLAN: 

Expenditures 
Enterprise Fund $ 205 $ 283 $ 283 $ 283 

Revenues 
Enterprise Fund $ 205 $ 283 $ 283 $ 283 

GOVERNOR'S RECOMMENDATION: 

Expenditures 
Enterprise Fund $ 205 $ 283 $ 283 $ 283 

Revenue1 
Enterprise Fund $ 205 $ 283 $ 283 s 283 

Requires statutory change: Yes X No 
Statutes Affected: 

ITEM SUMMARY: 

This program anticipates a 10% increase in hearings during the next biennium. This would require 
the filling of 3 vacancies and the absorption of salary adjustments through revenue generated by fees 
charged for billable hours. 

RATIONALE: 

This item requires no direct appropriation. It simply anticipates an increased need for the hearing 
services of the office for which hourly fees are charged for services provided. This would occur if 
additional child support hearing responsibilities and/or state agency hearing requirements are added 
to the agency's workload as has been the case during the current biennium. 

GOVERNOR'S RECOMMENDATION: 

The Governor concurs with the agency's plan. 
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PROGRAM: 
Agcocy: 

Workers' Compensation 
Administrative Hearings, Office of 

PROGRAM PURPOSB: 

1992-93 Biennial Budget 

The Office of Administrative Hearings' Workers' Compensation Program is required to conduct all 
workers' compensation trials for the state. Disputed workers' compensation claims which are not 
settled at the Department of Labor and Industry are referred to the Office of Administrative 
Hearings for resolution. 

Once a matter is referred to the office, the workers' compensation judges and their support staff are 
required to decide and issue orders granting and denying motions, issue pretrial orders schedule and 
conduct pretrial hearings and settlement conferences, review all settlement agreements and issue 
awards on those agreements, conduct all trials and issue final decisions, award attorney fees, process 
all appeals and handle cases remanded from the workers' compensation court of appeals. 

PHRFORMANCB: 
The office has been successful on reducing the time which it takes to obtain a hearing once a 
workers' compensation case has been referred lo the office from the Department of Labor and 
Industry. In 1988, that could have taken up to 18 months. Today, it stands at 6 to 7 months. Cases 
are finally decided within 30 days of the hearing and, if the matter settles, an order approving the 
stipulation is issued within 3.2 days of the receipt of the signed stipulation by the office. 

The objectives and effectiveness measures for the Workers' Compensation Program are as follows: 

Objective: To adjudicate all workers' compensation cases referred to the office from the Department 
of Labor and Industry. 

Actual Actual Estimate Request Request 
Effectiveness Measures: F.Y. 1989 F.Y. 1990 F.Y. 1991 F.Y. 1992 F.Y. 1993 
Files Received For 
Hearing at OAH 4,620 S,909 S,900 S,900 S,900 

Files Disposed 
Of By OAH S,347 5,651 S,700 S,700 5,700 

Objective: To reduce time delays in providing an opportunity for a hearing and the issuance of a 
decision on a disputed workers' compensation claim. 

Effectiveness Measures: 
Actual 

F.Y. 1989 
No. of Months Between 

Filing a Claim At DOLi 
To Hearing Date 

No. of Months Between 
Receipt of Claim Petition 
At OAH and Hearing Date 

Average No. of Days To 
Issue Decision On Claim 
Petition After Hearing 

No. of Findings and 
Orders Issued 

No. of Months Between Receipt 
of Petition to Discontinue 
Compensation Or An Objection 
To Such Discontinuance and a 

Final Decision 

10.6 

6.4 

28.3 

1,354.0 

2.0 

Actual 
F.Y. 1990 

10.3 

6.1 

29.0 

1,364.0 

2.0 

Estimate 
F.Y. 1991 

11.0 

7.0 

29.0 

1,370.0 

2.0 

Request 
F.Y. 1992 

11.0 

7.0 

29.0 

1,370.0 

2.0 

Request 
F.Y. 1993 

11.0 

7.0 

29.0 

1,370.0 

2.0 

Objective: To provide for the settlement of workers' compensation cases with a minimum of delay. 

Actual Actual Estimate Actual Actual 
Effectiveness Measures: F.Y. 1989 F.Y. 1990 F.Y. 1991 F.Y. 1992 F.Y. 1993 
No. of Awards Issued 
On Settlements 3,571 3,779 3,779 3,779 3,779 

Average No. of Days From 
Receipt of Stipulation 
to Issuance of Award 3.4 3.2 3.0 3.0 3.0 

PROSPECI'S: 

There has been a significant increase in files referred to the office from the Department of Labor 
and Industry during F.Y. 1990. Total cases referred in F.Y. 1989 were 4,620, while total cases 
referred in F.Y. 1990 were S,909, a 28% increase. 

With our current staffing and with a consistent flow of cases from the department, we will continue 
to be able to provide reasonable time frames for the conduct of hearings and issuance of decisions. 
The danger would be a significant influx of cases from the Department of Labor and Industry as was 
experienced during F.Y. 1990. The agencies are communicating on a routine basis in order to 
provide for an orderly case flow. 

PLAN: 

The program intends to provide quality and timely workers' compensation proceedings and to do so 
within its current resource allocation. However, the continued increase in files referred has led to 
an increase in the time it takes to obtain a bearing during the first half of F.Y. 1991, and it is 
anticipated this will continue. 

The office )las and will continue to emphasil.e settlement of these matters which saves the clients 
both time and expense. Technological innovations have been introduced with respect to the 
processing of cases and the use of personal computers by judges. Of paramount importance will be 
continued cooperation with the Department of Labor and Industry on the numbers and types of 
cases referred to the office for hearing. 

Agency Reallocation: 

Salacy Increases F.Y. 1992 $193,000 F.Y. 1993 $352,000 
Base level increases for anticipated salary increases must be funded from the workers' compensation 
special fund rather than funded by cuts in staff or services. A cut in resources will cause an increase 
in case processing time. While there has been a significant increase in activity in the workers' 
compensation area, this program can accomplish its goals with existing complement. However, a 
continued increase in cases would lead to an increase in the time required to obtain a workers' 
compensation hearing. M.S.1990, 1SA083, subd. 7, requires that workers' compensation judges be 
paid 15% of district court judges and in the past these raises were funded by salary supplement 
transfers from the special workers' compensation fund. We have calculated these increases at 6% 
annually for workers' compensation judges in accord with what has occurred for district court judges 
and 4.5% for support staff and incorporated these increases into the budget as a change level. 
Additional cost of leased office and courtroom space for $7,000 per year is also included in the 
Base level adjustment. 

GOVERNOR'S RECOMMENDATION: 

The Governor concurs with the agency's plan. 
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l992-l993 BIENNIAL BUDGET 
(DOLLARS IN THOUSANDS) 

AGENCY: 
PROGRAM: 

ADMINISTRATIVE HRNGS 
HORKERS COMPENSATION 

ACTIVITY RESOURCE ALLOCATION: 
-----------------------------------
HORKERS COMPENSATION ACTIVITIES 
HORKERS COMP. APPEAL FEES 
------------------------------
TOTAL EXPENDITURES BY ACTIVITY 

DETAIL BY CATEGORY: 

FY 1989 

2,889 
34 

2,923 

FY 1990 

3,146 
4 

3,150 

Est. 
FY 1991 

3,298 
18 

3,316 

STATE OPERATIONS 2,923 3,150 3,316 
=========-==-==-==-==-=====-=-==-== ==-=--=---- =---------- -----------
TOTAL EXPENDITURES BY CATEGORY 2,923 3,150 3,316 

SOURCES Of FINANCING: 

DIRECT APPROPRIATIONS: 
WORKERS COMP SPECIAL 

STATUTORY APPROPRIATIONS: 
2,889 3,146 3,298 

ENTERPRISE 34 4 18 

TOTAL FINANCING 2,923 3,150 3,316 

Adjusted 
Base 

3,346 
18 

3,364 

FY 1992 

Agency 
Plan 

3,458 
18 

3,476 

Governor 
RecolM\. 

3,458 
18 

3A76 

3,364 3,476 3,476 

----- ----------- -----------
3,364 3,476 3,476 

3,346 3,458 3,458 

18 18 18 

-- ----------- -----------
3,364 3,476 3,476 

Adjusted 
Base 

3,335 
18 

3,353 

FY 1993 

Agency 
Plan 

3,617 
18 

3,635 

Governor 
Reco!Ml. 

3,617 
18 

3,635 

3,353 3,635 3,635 

----- ----------- -----------
3,353 3,635 3,635 

3,335 3,617 3,617 

18 18 18 

-- ----------- -----------
3,353 3,635 3,635 
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ACTIVITY: Workers' Compensation 
Workers' Compensation 

1992-93 Biennial Budget 
PROGRAM: 

AGENCY: Office of Administrative Hearings 

DECISION ITEM: Statutory Salary Increases for Workers' Compensa­
tion Judges and Support 

Dollars in Thousands 
F.Y. 1992 F.Y. 1993 F.Y. 1994 

AGENCY PLAN: 

Expenditures 
W.C. Special Fund $ 112 $ 282 $ 282 

Revenues 
W.C. Special Fund $ 112 $ 282 $ 282 

GOVERNOR'S RECOMMENDATION: 

&penditures 
W.C. Special Fund $ 112 $ 282 $ 282 

Revenues 
W.C. Special Fund $ 112 $ 282 $ 282 

Requires atatutory c:bange: ___ Yes X No 
Statutes Affected: 

ITEMSUMMARY: 

F.Y. 1995 

$ 282 

$ 282 

$ 282 

s 282 

This would require an increased appropriation from the Workers' Compensation Special Fund to 
meet the projected salary adjustment requirements for workers' compensation judges and their 
support staff. 

RATIONALE: 

M.S. 15A083, Subd.7, requires that workers' compensation judges, of which there are 29 in the 
office, be paid at 75% of a district court judge's salary. This increase is required to comply with 
the statute if increases in district court judges' salaries this biennium parallel the increase provided 
last year which was 6%. Support staff increases are anticipated at 4.5% per year. Support staff 
ratio to judges is less than 1 to 1 in the office which is very low for a judicial or quasi-judicial 
operation and all positions are currently filled. 

GOVERNOR'S RECOMMENDATION: 

The Governor concurs with the agency's plan. 
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Position Reconciliation: 

Authority: 

Legislative Complement: 

Total Permanent Positions 

Other Complement (FrE) 

TOT AL Positions 

Employees on 6/30/90 

Amateur Sports Commission 

Position and Employee Status Information 

Employees by Employment Status: 
Current Requested 

F.Y. 1991 For 6-30-93 6-30-90 

7.0 7.0 Full-Time Unlimited 7.0 
Full-Time Temporary 2.0 

7.0 7.0 
TOTAL 9.0 

2.0 2.0 

9.0 9.0 

9.0 
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AGENCY: nnesota Amateur Sports Commission (MASC) 1992-93 Biennial Budget 

MISSION: 

The Minnesota Amateur Sports Commission (MASC) is the principal agency of state government 
involved in amateur sports program, event and facility development. 

The Mission of the MASC is to promote the social and economic benefits of sport for all 
Minnesotans as a national model. The MASC strives to achieve this mission through programs that: 

1. Attract major sport events to Minnesota that draw out-of-state visitors to expand our tourism 
economic development. 

2. Assist state agencies, counties and cities in the development of sport and recreational facilities 
to strengthen Minnesota's infrastructure of buildings that provide both increased recreational 
benefits to Minnesotans and an enhanced ability to host sport tourism events. 

3. Increase sport and recreational participation by Minnesotans by developing and supporting 
amateur sport events and programs. 

4. Promote Minnesota as a national model to gain regional, national and international recognition 
for Minnesota as an excellent quality and healthy state. 

MAJOR POLICY DRIVERS: 

1. Economic Impact 

Several national studies demonstrate that the collective economic benefits from amateur sport 
events has a value of almost $400 million annually. The work of the MASC and other sports 
event organizations in Minnesota have planned over $180 million worth of economic benefits from 
sporting events in Minnesota between the years of 1990 and 1994. It is clear from the number 
of events secured that Minnesota can sustain an economic benefit of $30 million from sport on 
an annual basis. 

2. Facilities 

It is important that to maintain Minnesota's position in the marketplace, we must have a high 
quality portfolio of amateur sport facilities located in the state. The facilities that were approved 
in 1987 and 1989 clearly make it possible for Minnesota to host a significant level of higher 
activity including U.S. Olympic Festival-'90 and the International Special Olympics-1991. 
Continued improvements and additions will be required to maintain the state's ability to host 
major sport competitions. 

The MASC has set a goal to develop an Olympic-class facility for each of the 32 Summer Olympic 
sports and 11 Winter Olympic sports. MASC staff studies indicate that the greatest economic 
benefits in the future are for those marketplaces that can host winter or summer multi-sport 
events. Currently, Minnesota has, or is in the process of establishing, state-of-the-art facilities for 
30 of the 32 Summer Olympic sports and 7 of the 11 Winter Olympic sports. 

3. Participation Programs 

To increase sport participation for all citizens, the MASC has identified successful models. In a 
comparative study between Minnesota and Norway, both with approximately 4 million people, 
similar climate and comparable sports played, il was discovered that Minnesota can do more to 
increase sport participation. For example, Minnesota has 1.1 million sport memberships while 
Norway has 1.4 million. Moreover, Minnesota has approximately 330,000 female registrants and 

Norway has 504,000. Minnesota also has a challenge to increase sport participation for the 
economically disadvantaged, the elderly and those in greater Minnesota. 

4. Recognition 

The purpose of the MASC in expanding social and economic benefits through sport activity 
relates well to Minnesota's future. Numerous studies indicate that the international and national 
market for leisure activities such as sport spectators or sport participants is on the increase. The 
MASC's role in developing further programs and facilities will bode well for increased opportunity 
for our state in the future. 

PERroRMANCE INDICATORS: 

In general terms, since the creation of the MASC in 1987, Minnesota has gone from a non-ranked 
status to one of the top 3 stales in the nation as a model for amateur sports slate. 

1. Economic Impact 

Prior to 1988, Minnesota averaged approximately $10-15 million of annual economic impact due 
to sporting events. With the advent of new facilities and programs, Minnesota experienced $30-
40 million of economic impact due to sports in 1990. The MASC has established a goal of $30 
million of economic benefit annually. It is, also, a goal to develop annually 1 new major statewide 
event and 2 major events at each of the 5 MASC facilities. 

2. Facility Development 

The Minnesota legislature appropriated $29.4 million in 1987, $1.1 million in 1989 and $13.5° 
in 1990 for a total of $44.0 million in amateur sport facility construction. The MASC has 
established a goal of 3 new facilities in 1992 and 3 in 1994. 

3. Program Development 

111 Star of the North State Games: Now in its 4th year, the Star of the North State Games is 
recognized as the largest winter and summer multi-sporting events staged in Minnesota annually. 
The Games, with an average of 10,000 participants, is an olympic-style event open to all 
Minnesota residents. The goal is to maintain 10,000 participants in the Summer events and 
1,500 participants in the Winter events. 

111 Minnesota Amateur Sports Congress: The Minnesota Amateur Sports Congress, an annual 
comprehensive workshop designed to address current issues facing the amateur sports movement 
in our stale, is attended by Minnesota's sport associations, park and recreation planners and 
community sport groups. 

111 Women's Leadership Conference on Physical Fitness and Sports: This annual conference focuses 
on the promotion of sport and fitness for women. It is designed to appeal to women of all ages 
and background, with an emphasis on increasing participation for all girls and women. As part 
of the commitment to increase participantion by of women in sports, a full-time women's sport 
director position will be established. 

111 Governor's Council on Physical Fitness and Sport: The Governor's Council includes representa­
tives from academic, medical and health fields who study and recommend programs to enhance 
general fitness, awareness and sports participation. 

111 The Minnesota Sport Event Program Board: As one of the statewide committees of the MASC, 
the Sport Event Promotion Board was forn1ed to enhance Minnesota's ability lo attract major 
sport events and to work with existing events to advance tourism and derive economic impact 
from amateur sports. 
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AGENCY: Minnesota Amateur Sports Commission (MASC) 
(Continuation) 

EXPLANA'flON OF BUDGET ISSUES AND ALTERNATIVr~: 

1992-93 Biennial Budget 

The MASC has determined that current program objectives, statutory requirements, and projected 
increase in the costs of goods and services excluding salaries, will result in funding demands that can 
be met by the current base F. Y. 1991 through economizing measures. The agency plan assumes 
annual inflationary costs of 4.5%. Funding for estimated salary increases for full-time positions has 
been adjusted by reducing the budgets for part-time positions and capital equipment. However, the 
notable exception is the cost of fiscal services. 

Fiscal services have been provided to the MASC by DTED in F.Y. 1988, F.Y. 1989 and F.Y. 1990 
at no cost to the MASC. A report by the Legislative Auditor in 1989 confirmed the MASC as an 
independent agency and recommended the agency now pay for its related fiscal cost incurred by 
Department of Trade and Economical Development beginning in F.Y. 1991. Currently, the MASC 
is negotiating with DTED for payment of fiscal and personnel services. It is not determined how 
the MASC will seek these services in the future. 

A second major issue relates to the 1992 NCAA Final Four National Men's Basketball Champion­
ships. 

The 1992 NCAA Final Four - National Men's Basketball Championships is the premier collegiate 
sporting event in the United Stales. The event is the nation's highest rated collegiate television event 
and has a significant economic impact for the host community. 

In 1986, a Minnesota delegation headed by Governor Rudy Perpich successfully persuaded the 
NCAA to award the event lo Minnesota. As part of the Bid specifications and Minnesota's proposal, 
the state of Minnesota pledged $500,000 to the NCAA governing body for the NCAA Twin Cities 
Organizing Committees budget. All state of Minnesota pledged funds are to be spent in Minnesota 
as part of the Minnesota Local Organizing Committee budget. 

This event plays a major role in our state's master plan to be a national sports center. In 1990 we 
played host to the nation's number 1 amateur sport event - the U.S. Olympic Festival. In 1991, we 
will host the number 1 disabled sport event - International Special Olympics. In 1992, we will host 
the number 1 professional sport event - the Super Bowl and the number 1 collegiate event - the 
NCAA Final Four will be hosted by Minnesota. 

The Minnesota Amateur Sports Commission strongly supports the state of Minnesota's financial 
commitment to the NCAA Final Four. The state will receive an excellent return on investment 
because of the economic impact, sales tax proceeds, national recognition, Minnesota Amateur Sports 
legacy fund, and will increase opportunities to host future events. 

Past hosts of the NCAA Final Four Men's National Basketball Championships estimate the economic 
impact to be $92.1 million. As a national event that attracts thousands of out-of-state visitors, the 
event will have a significant impact on Minnesota tourism. TI1e new net sales tax proceeds from 
out-of-stale visitors is expected to be $3.6 million. 

In 1990 the event had a television rating of 20.1 for the final game which translates to 18,752,000 
million viewers. The 2 semi-final games had a television rating of 13.2 which translates to 12,376,320 
million viewers. The combined viewership of all 4 games will be a 31,128,320 million television 
audience. In addition, this event will generate significant radio and print media. 

Contingent on NCAA approval, the Minnesota Local Organizing Committee has pledged that 
proceeds from the practice sessions will be awarded lo the MASC Foundation. These monies will 
be a Minnesota Amateur Sport Legacy Fund from the NCAA Final Four. The Minnesota Amateur 
Sports Commission will utilize these funds to promote amateur sports in Minnesota with a special 

emphasis on providing sport opportunities for disadvantaged youth. 

Currently, the University of Minnesota has submitted bids for the men's 1st and 2nd round 
basketball tournament and women's final 4 in 1994. In addition, we will also be preparing a bid for 
the 1994 NCAA hockey final four. 

It can be demonstrated by past hosts of the NCAA Final Four that a successful hosting of this event 
will generate future events. The profound level that this event brings will enable Minnesota to host 
many subsequent events. 

The Minnesota Amateur Sports Commission has determined that a contribution of $500,000 is 
consistent with current program objectives and statutory requirements. 

GOVERNOR'S RECOMMENDATION: 

The Governor concurs with the agency BASE level including internal adjustments to absorb projected 
inflationary costs for the 1992-93 biennium. No funding is recommended for the NCAA basketball 
chanpionships. 
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1992-1993 BIEN NI Al BUDGET 
(DOllAHS IN THOUSANDS} 

AGENCY: MN AMATEUR SPORTS COMMISSION 
PROGRAM: AMATEUR SPORTS COMMISSION 

ACTIVITY RESOURCE ALLOCATION: 
-=-------=-=-=-=-===-==-=-=-======= 
AMATEUR SPORTS COMMISSION 
-------------------------
TOTAL EXPENDITURES BY ACTIVITY 

DETAIL BY CATEGORY: 

FY 1989 

476 

476 

FY 1990 

l:1340 
===== 
l:,340 

Es-t. 

FY 1991 

493 

493 

Ad;us'ted 
Base 

447 

447 

FY 1992 . FY 1993 

Agency 

Pl.an 

447 
----------------------

447 

Governor 
Recoltdll. 

447 

447 

Ad;us'ted 
Base 

=========== 
446 

446 

Agency 

Pl.an 
----------------------

446 

446 

Governor 
Reco11'111l, 

446 

446 

STATE OPERATIONS 461 1,153 493 447 447 447 446 446 446 
LOCAL ASSISTANCE 15 187 
=================================== =========== =========== =========== =-=-=-===-= ===-=-=---= =-=-=-=-=-= =-===-=-=== =====-===== -=-=-=-=-=-
TOTAL EXPENDITURES BY CATEGORY 476 1,340 493 447 447 447 446 446 446 

SOURCES OF FINANCING: 

DIRECT APPROPRIATIONS: 
GENERAL 453 702 443 447 447 447 446 446 446 
SPECIAL REVENUE 225 

STATUTORY APPROPRIATIONS: 
SPECIAL REVENUE 6 5 
GIFTS AND DEPOSITS 17 408 50 

----------------------------------- ----------- ----------- -----------
TOTAL FINANCING 476 1,340 493 447 447 447 446 446 446 
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AGENCY: MN AMATEUR SPORTS COMMISSION 

F.Y.91 FUNDING LEVEL 

SALARY ANNUALIZATION 
DEDICATED RECEIPTS AND FUNDS 

TOTAL 
BIENNIAL TOTAL 

All FUNDS 
F.Y.92 F.Y.93 

493 

4 
<50> 

447 

BASE RECONCILIATION REPORT 
for 1992-1993 Biennium 

493 

3 
<50> 

446 
893 

GENERAL FUND 
F.Y.92 F.Y.93 

443 

4 

447 

443 

3 

446 
893 

OTHER STATE FUNDS FEDERAL FUNDS 
F.Y.92 F.Y.93 F.Y.92 F.Y.93 

50 50 

<50> <50> 
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AGENCY: Capitol Area Architectural and 
Planning Board (CAAPB) 

MISSION: 

1992-93 Biennial Budget 

To preserve and enhance the Capitol Area's unique aesthetic and historic character, and to plan and 
guide its future development. 

As the planning and regulatory agency responsible for architectural design and long-range planning 
for the Capitol Area, the CAAPB has exclusive zoning jurisdiction and design review over both the 
state government complex: and the surrounding commercial and residential areas. 

In coordinating and overseeing development in the Capitol Area, the CAAPB works closely with the 
Departments of Administration and Transportation; with the City of St. Paul; with planning district 
and neighborhood development groups, and with architects and developers from the private sector. 

MAJOR POLICY DRIVERS: 

As overseer of Capitol Area development, CAAPB's responsibility for public projects begins with 
sponsorship of architectural design competitions and continues through all phases of design and 
construction. Five major design competitions have been conducted since 1985 (for the Judicial 
Center, Capitol Mall, History Center, State Office Building parking ramp, Minnesota Vietnam 
Veterans Memorial); of these, only the State Office Building (SOB) ramp has been completed. 

These major construction projects have more than quadrupled the agency's workload. At least 2 
more design selections will be held during the coming biennium based on appropriations in 1989 (for 
an office building in the Capitol Area to house executive-branch agencies) and 1990 (for a Roy 
Wilkins memorial in the Capitol Area). When construction funds are made available, CAAPB 
expects to add to its continuing-oversight list renovation of the Capitol Building's East Wing, a Labor 
History Center, Light Rail Transit, and 1 or more new state office buildings. 

EXPLANATION OF BUDGET ISSUES AND ALIBRNATIVES: 

CAAPB's increased level of responsibility and overall workload has outpaced its BASE budget for 
several years. The agenc/s complement was increased from 3 to 5 by the 1989 legislature, and its 
annual BASE raised to $229,000. The 1990 legislature cut the agency's second-year BASE by 
$13,000. This cut has imperiled agency effectiveness in terms of its ability to meet a continuing 
demand for services. This budget cut already threatens a staff reduction that would increase the 
workload for the complement employees; it would prevent hiring temporary help for overload periods 
as well as overtime pay for present employees. 

Besides paying salaries for its complement employees (the executive secretary, 2 planners, 2 clerical 
support staff), the BASE budget buys the required advice of 3 architectural professionals. The board 
is also authorized by statute to contract for other consultant services as required. Some of these 
services can be charged back to CAAPB project budgets. Often, however, no project planning funds 
have been made available to CAAPB. This has significant consequences for the board's operations. 
For example, CAAPB staff and architectural advisors have devoted hundreds of hours in 1990 to 
review of plans for light rail transit (LR1) as it will affect the Capitol Area. The Advisors' review 
time for this one project alone cost the CAAPB over $6,300 during the past 6 months; this is almost 
32 percent of the advisor "services"' annual allocation in the operating budget. Because no project 
funds were allocated to the CAAPB by any of the LRT planning entities, this money must be taken 
from the agency's already shrunken BASE budget. 

CAAPB's responsibility for design review of private-sector projects in the Capitol Area also can be 
costly in terms of Advisors' fees. Under CAAPB's permitting process, that expenditure could be 
recovered in the cost of construction permits issued; by law, however, such fees are currently credited 
to the general fund, not to the CAAPB. 

The CAAPB sees no possibility of cutting setvices; on the contrary its statutorily defined 
responsibilities for Capitol Area planning and development oversight have increased yearly. Plan 
review for projects in the Capitol Area is mandatory; unfortunately, funds to pay for review and 
advisory services are not. One solution to this recurring problem would be a required budget set­
aside for the CAAPB for its involvement in any state projects affecting the Capitol Area. 

GOVERNOR'S RECOMMENDATION: 

The Governor concurs with the agency's plan. 
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AGENCY: CAPTL AREA ARCH/PLNG 
PROGRAM: CAPTL ARCH/PLAN COMM 

ACTIVITY RESOURCE ALLOCATION: 

CAPTL ARCH/PLAN COMM 

--------------------
TOTAL EXPENDITURES BY ACTIVITY 

DETAIL BY CATEGORY: 

1992-1993 BIENNIAL BUDGET 
(DOLLARS IN THOUSANDS) 

FY 1989 FY 1990 
----------- ---------------------- -----------

619 291 

--- -----------
619 291 

Est. 
FY 1991 

234 

234 

Ad;us'ted 
Base 

236 
----------------------

236 

FY 1992 

Agency 
Pl.an 

236 

236 

Governor 
Recotnm. 

236 

236 

STATE OPERATIONS 619 291 234 236 236 236 
=================================== =========== =========-= ==========- =-=-=-=-=-= -=-=-=-=--- =-=---=----
TOTAL EXPENDITURES BY CATEGORY 619 291 234 236 236 236 

SOURCES OF FINANCING: 

DIRECT APPROPRIATIONS: 

Adjus"ted 
Base 

=========== 
236 

236 

FY 1993 

Agency 
Pl.an 

236 

236 

Governor 
Reconim. 

236 

236 

236 236 236 

--- ----------- -----------
236 236 236 

GENERAL 619 239 234 236 236 236 236 236 236 
STATUTORY APPROPRIATIONS: 

GENERAL 52 

----------------------------------- ----------- -----------
TOTAL FINANCING 619 291 234 236 236 236 236 236 236 
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AGENCY: CAPTL AREA ARCH/PLNG 

F.Y.91 FUNDING LEVEL 

SALARY ANNUALIZATION 

TOTAL 
BIENNIAL TOTAL 

All FUNDS 
F.Y.92 F.Y.93 

BASE RECONCILIATION REPORT 
for 1992-1993 Biennium 

GENERAL FUND 
F.Y.92 F.Y.93 

----------- ----------- ----------- -----------
234 234 234 234 

2 2 2 2 
----------- ----------- ----------- -----------

236 236 236 236 
472 472 

OTHER STATE FUNDS FEDERAL FUNDS 
F.Y.92 F.Y.93 F.Y.92 F.Y.93 
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AGENCY: EMPLOYEE RELATIONS, DEPARTMENT OF 

1992-93 BIENNIAL BUDGET 

PROGRAMSlRUCfURE 

PROGRAM PAGE 

ADMINISTRATION 

Administration 
Central Personnel Transactions 
Infonnation Management 
Social Security Administration 
Administration Non-Operating 

EMPLOYEE HEAL TH AND BENEFITS 

State Group Insurance 
Public Employees Insurance 
Insurance Non-Operating 

LABOR RELATIONS 

Labor Relations 

STAFFING AND COMPENSATION 

Staffing Services 
Compensation and Pay Equity 

SAFETY AND WORKERS' COMPENSATION 

Safety and Workers' Compensation 
Workers' Compensation Non-Operating 

TRAINING AND DEVELOPMENT 

Training and Development 

EQUAL OPPORTUNITY 

Equal Opportunity 

GENERAL REDUCTION 

240 

244 

249 

252 

255 

259 

263 

265A 
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Department of Employee Relations Organization Chart 7/1/90 

ASSISTANT TO THE 
COMMMISSIONER 

Current 
Positions 

ADMINISTRATIVE 
SERVICES 

Current 
Posilion:n l~.7 

CENTRAL PERSONNEL 
TRANSACTIONS 

Current 
Po:ntition:n 7.0 

INFORMATION 
MANAGEMENT 

Current 
Positions 

SOCIAL SECURITY 
ADMINISTRATION 

Current 

5.8 

Position:n 2.0 

OFFICE OF THE 
COMMISSIONER 

Current 
Position:n 

1.0 

J 
DEPUTY COMMISSIONER 

LABOR RELATIONS 
BUREAU 

Current 
Po:nitions 1.0 

l 
LABOR RELATIONS 

BUREAU 

Current 
Positions 9.0 

TRAINING AND 
DEVELOPMENT 

Current 
Positions 

EQUAL 
OPPORTUNITY 

Current 
Positions 

11. 5 

6.5 

2.5 

l 
DEPUTY COMMISSIONER 

PERSONNEL BUREAU 

Current 
Positions l.O 

STAFFING SERVICES 

Current 
Positions 42.0 

COMPENSATION AND 
PAY EQUITY 

Current 
Positions 

WORKERS' 
COMPENSATION 

Current 
Positions 
New Positions 
Total Positions 

3.5 

44.0 
5.0 

49.0 

-----

EMPLOYEE BENEFITS 
STATE GROUP 

Current 
Po:nitions 15.0 
New Positions 9.0 
Total Requested 24.0 

EMPLOYEE BENEFITS 
PUBLIC GROUP 

Current 
Positions 4.0 
New Positions 2.0 
Total Requested 6.0 
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Department of Employee Relations 

Position and Employee Status Information 

Position Reconciliation: I . I Employees by Employment Status: 
Authority: Current Requested 
Legislative Complement: FY91 For6/30/93 -- 6/30/90 

General Fund 112.0 109.0 Full-Time Unlimited 156 
Special Revenue Fund 46.0 52.8 Full-Time Temporary 19 
Insurance Trust Fund 17.5 29.5 Full-Time Emergency 0 

Full-Time Seasonal 0 
Total Permanent Positions 175.5 191.3 Part-Time Unlimited 15 
Other Complement(FTE) Part-Time Temporary 7 
Total Positions 175.5 191.3 lntermittant Unlimited 32 

Employees on TOTAL 229 

6/30/90 229 
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AGENCY: ~mployee Relations, Department of 19'J2-93 Biennial Budget 

MISSION: 

The Department of Employee Relations seIVes as the employer for the executive branch of 
Minnesota state government. DOER gives unity and consistency to the management of state 
government by directing and coordinating human resource management systems and labor relations 
programs. 

The department pursues its mission by administering a fair personnel system which places jobs into 
a consistent class framework, fills those jobs through an open and objective process, and assures that 
the jobs are equitably compensated. The department further assures that the state work force 
reflects the diversity of the state, that employees are well-trained for the work they do, that the work 
life of employees is enhanced and supported, and that relationships between the state and its workers 
are stable and constructive. 

The department is organized into 7 programmatic areas: administration, which includes establishment 
of policy, administrative support, information management and payroll certification; the statewide 
affirmative action program; employee health and benefits; labor relations, which includes negotiation 
of biennial collective bargaining agreements, contract administration and grievance management; 
safety and workers' compensation; staffing and compensation, which includes recruitment, 
examination, selection, classification and compensation; and employee training. 

The department's objectives are: 

111 To develop and foster a strong, single employer perspective to personnel and labor relations 
decision-making and administration, 

111 To provide policy leadership and policy direction for the state's human resource management and 
labor relations functions, 

111 To maintain a well qualified and stable work force so that state agencies can accomplish their 
missions, 

1111 To provide managerial flexibility for state agencies, 
1111 To ensure constructive and effective labor-management relationships, 
111 To ensure that the state work force is representative of Minnesota's population and remains free 

of discrimination and harassment, · 
1111 To build the productive capacity of state employees through training and development, 
1111 To provide quality, cost effective benefits package for state employees, 
111 To ensure that state employees work in a safe and healthy environment and that costs due to 

work-related injuries and illness are minimized. 

MAJOR POLICY DRIVERS: 

Demographic trends are changing the state's work force. In the 1990's it will contain more non­
traditional workers, and be made up of an increasing number of single parent families and families 
in which both parents work. The state must respond to the special needs of this changing work force 
through policies which provide flexible hours of work and leave policies which respect family 
commitments. 

The state government work force is also aging, a factor which can put pressure on benefit and 
retirement plans, restrict upward mobility for workers, and reduce opportunities to recruit protected 
group members. 

Pressures are created in the compensation structure as workers move to the top of the salary 
structure. The cost of state government increases without a corresponding increase in the number 
of personnel. And when upward mobility is limited, there is pressure at the bargaining table to 
inflate salary ranges and there is pressure from employees to reallocate jobs to higher levels. 

l the same time that the existing work force is becoming static, the state is expe1. g a 
substantial increase in applications for state positions due to reduced opportunities in the p;. . : job 
market. While this creates opportunities to be more selective in the appointment process, it cr-.:ates 
significant workload problems for the personnel function and additional pressure on the testing and 
screening of applicants. 

A dynamic change in the nature of state jobs is also taking place. State programs are added, 
changed and deleted. Changes in technology and job design occur at a rapid rate. The public 
demands more from government as well as a different mix of state services. 

To respond to the changing nature of work the state will need to increase its training and retraining 
efforts. It can no longer rely on new workers to bring apertise to the work place, but will have to 
build its own expertise from within. The state must also train managers to deal with the changing 
work force and changing jobs, with particular emphasis on motivating employees and improving the 
quality of state seIVices. 

The classification system must also keep up with the changes in state jobs. It has to respond to 
rapidly changing technology, be flexible enough to meet the needs of state agencies, and aid in salary 
administration by providing career mobility to state workers. 

The cost of providing health care to state employees has a major impact on the work of the 
department. Medical inflation is the highest factor in the consumer price index. Group insurance 
rates have inci:-eased an average o[ 27% over the past 3 years due to higher costs of medical care, 
increasing utilization, and technologically advanced and costly new medical procedures. Increased 
medical costs place substantial pressures on collective bargaining since health insurance premiums 
are consuming a larger share of compensation costs. Nationally, health insurance is the biggest cause 
of labor strikes. Employees have the expectation that employers will pay the total cost for health 
care and workers continue to demand unrestricted access to seek care wherever they c~oose. 

The state workers' compensation program must also address the rising cost of health· care. Currently, 
the cost of providing heallh care to injured state employees is significantly more than health care 
provided through employee plans, and there is no managed care. Further, the cost of injuries and 
illnesses resulting from improper work station design, environmental exposures, communicable 
diseases and occupational stresses are unknown but could be potentially high. 

Finally, the diversity of the work force of the 1990's will require changing strategies to insure that 
protected group members have access to the state work force and find a hospitable work 
environment. Training must be provided to managers and supervisors so that diversity is valued and 
the unique talents of all workers can be put to work for the state. Yet reduced attrition rates will 
reduce employment and promotion opportunities, and it will be difficult to bring protected group 
members into state service and to promote them. 

EXPLANATION OF BUDGET ISSUES AND ALTI!RNATIVF.s: 

The department must continue to administer each of its legislatively mandated programs. Cost 
increases attributable to salaries and supply/expense items will be managed by reducing personnel 
costs. All vacancies will be carefully reviewed before positions are filled and salary savings will be 
reallocated. The department has reallocated monies within its base to fund the cost of operating the 
employee and position portions of the Personnel/Payroll system which was transferred from the 
Department of Finance in F.Y. 1991 without sufficient resources to operate the system. 
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AGENCY: Employee Relations, Department of 
(Continuation) 

Administration Program 
Staffing Services and Compensation 

Reallocation by Program 
(Dollars in Thousands) 

General Fund 
F.Y. 1991 

$2,239 
$4,042 

GOVERNOR'S RECOMMENDATION: 

19'J2-.93 Biennial Budget 

F.Y. 1992 
Change From 

F.Y. 1991 

$100 
(100) 

F.Y. 1993 
Change From 

F.Y. 1991 

$100 
(100) 

The Governor concurs with the overall agency plan, with the exception of a general reduction of 
$973,000 for the biennium (See Decision Item page below). 
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AGENCY: EMPLOYEE RELTNS,DPT 

PROGRAM RESOURCE ALLOCATION: 

ADMINISTRATION 
EMPLOYEE HEALTH AND BENEFITS 
LABOR RELATIONS 
STAFFING AND COMPENSATION 
SAFETY AND WORKERS' COMPENSATION 
TRAINING AND DEVELOPMENT 
EQUAL OPPORTUNITY 
GENERAL REDUCTION 

-----------------------------
TOTAL EXPENDITURES BY PROGRAM 

SOURCES OF FINANCING: 
---------------------
DIRECT APPROPRIATIONS: 

GENERAL 
STATUTORY APPROPRIATIONS: 

SPECIAL REVENUE 
EMPLOYEE INS TRUST 
AGENCY 

---------------
TOTAL FINANCING 

FY 1989 

1,887 
132,264 

470 
2,119 

18,739 
805 
224 

156,508 

7,706 

16,933 
131,039 

830 

156,508 

1992-1993 BIENNIAL BUDGET 
(DOLLARS IN THOUSANDS) 

FY 1990 

2,342 
161,085 

493 
3,812 

23,397 
1,002 

276 

192,407 

10,335 

21,538 
157,877 

2,657 
======= 
192,407 

Est. 
FY 1991 

2,641 
175,946 

497 
4,269 

25,271 
1,204 

330 

210,158 

9,914 

24,138 
172,756 

3,350 

2ltl, E,/1 

Aa; us tea 
Base 

2,586 
204,545 

517 
3,152 

25,422 
955 
320 

237,497 

8,808 

24,150 
201,464 

3,075 
======= 
237,497 

FY 1992 

Agency 
Plan 

2,686 
204,693 

517 
3,052 

25,638 
955 
320 

237,861 

8,808 

24,366 
201,612 

3,075 
======= 
237,861 

Governor 
Recomm. 

2,686 
204,693 

517 
3,052 

25,847 
955 
320 

<422> 

237,648 

8,811 

24,150 
201,612 

3,075 
======= 
237,648 

Aajustea 
Base 

2,521 
236,783 

528 
3,158 

25,422 
955 
327 

269,694 

8,805 

24,168 
233,696 

3,025 

269,694 

FY 1993 

Agency 
Pla~ 

2,621 
236,948 

528 
3,058 

25,638 
955 
327 

270,075 

8,805 

24,384 
233,861 

3,025 

270,075 

Governor 
Recomm. 

2,621 
236,948 

528 
3,058 

26,172 
955 
327 

<551> 

270,058 

9,004 

24,168 
233,861 

3,025 

270,058 

REVISED 3/28/91 
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AGENCY: EMPLOYEE RELTNS,DPT 

F.Y.91 FUNDING LEVEL 

ONE-TIME APPROPRIATIONS 
SALARY ANNUALIZATION 
DOCUMENTED RENT/LEASE !NCR. 
DEDICATED RECEIPTS AND FUNDS 

TOTAL 
BIENNIAL TOTAL 

ALL FUNDS 

BASE RECONCILIATION REPORT 
for 1992-1993 Biennium 

GENERAL FUND 
F.Y.92 F.Y.93 F.Y.92 F.Y.93 

210,158 

<L 394> 
114 
174 

28,445 
-------
237, 497 

210,158 

<L 394> 
93 

192 
60,645 

-------
269, 694 
507,191 

9,914 

<1,394> 
114 
174 

8,808 

9,914 

<l, 394> 
93 

192 

8,805 
17,613 

OTHER STATE FUNDS 
F.Y.92 F.Y.93 

200,244 

28,445 
------

228, 689 

200,244 

60,645 
------

260, 889 
489,578 

FEDERAL FUNDS 
F.Y.92 F.Y.93 

REVISED 3/28/91 
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ACTIVITY: 1992-93 Biennial Budget 
PROGRAM: Agency-wide Decision 

AGENCY: Employee Relations, Department of 

DECISION ITEM: Financing lnf1ationary Costs - Informational 

AGENCY Pl.AN: 

Expenditures 
General Fund (Salaries) 
Various expenditures 

Requires statutory change: 
Statutes Affected: 

ITEM SUMMARY: 

Yes 

Dollars in Thousands 
F.Y. 1992 F.Y. 1993 F.Y. 1994 F.Y. 1995 

$ 
$ 

78 $ 
(78) $ 

X No 

174 $ 
(174) $ 

174 $ 
(174) $ 

174 
(174) 

The Department of Employee Relations provides for inf1ation through reallotment among a number 
of operational and other expenditure items. 

RATIONALE: 

Through technical adjustments to the base the agency will be able to cover inflation without 
impacting upon any program severely. Any projected shortfalls that arise due to general inflationary 
cost increases will be remedied through allotment adjustments, maintaining vacancies, reductions in 
travel, membership and subscription expenditures. 

Other anticipatory actions that have been taken include the buyout in F.Y. 1991 of an equipment 
lease and requests for complement adjustments among programs. 

GOVERNOR'S RECOMMENDATION: 

The Governor concurs with the agency strategy for managing inflationary costs. Some details will 
need to be further refined as funds are allotted during spending plan development. 

PAG'E 237 



ACTIVIT 
PROGRAh~. 

AGENCY: 
Agency-wide decision 
Employee Relations, Department of 

DECISION nEM: Complement Reallocations 

F.Y. 1992 
AGENCY PLAN: 

F.xpenditurea 
General Fund 

Revenues 
General Fund 

GOVERNOR'S RECOMMENDATION: 

Expenditures 
General Fund 

Revenues 
General Fund 

Requires statutory change: Yes 
Statutes Affected: 

ITEM SUMMARY: 

$ 0 

$ 0 

$ 0 

$ 0 

X 

lCJdn-93 Bieonial Budget 

Dollars in Thousands 
F.Y. 1993 F.Y. 1994 F.Y. 1995 

$ 0 $ 0 $ 0 

$ o. $ 0 $ 0 

$ 0 $ 0 $ 0 

$ 0 $ 0 $ 0 

No 

The Department proposes to make incremental reallocations to complement in order to reflect 
changing levels of workload among activities. This includes an increase in workload in the 
Compensation Division for the administration of our non-represented employee plans and a reduction 
in workload for the Social Security Administration activity within Administrative Services. 

RATIONAI.E: 

The following position changes are proposed : 

Activity 
Employee Benefits - Gen Fund 
Staffing Services 
Social Security Administration 
Compensation 
NET 

(1.5) 
(0.5) 
(0.8) 
1Q 

(1.8) 

Fund 
Position to Revolving Fund 
To Compensation 
Reduction to Activity (Special Revenue Fund) 
From Staffing & Benefits 

The Employee Benefits position move reflects the transfer of complement to the Revolving Fund. 
The program manager is the last remaining complement for this program funded out of the General 
Fund. The Social Security Administration position decrease reflect a decline in workload to about 
one-fifth FTE equivalent. 

-~VERNOR'S RECOMMENDATION: 

The Governor concurs with the agency's plan. 
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ACITVITY: 1992--93 Biennial Budget 
PROGRAM: Agency-wide decision 

AGENCY: Employee Relations, Department of 

DECISION IlEM; General Reduction to Agency Funding 

Dollars in Thousands 
F.Y. 1992 F.Y. 1993 F.Y. 1994 F.Y. 1995 

AGENCY PLAN: 

&penditures 
General Fund $ 0 $ 0 $ 0 $ 0 

Revenues 
General Fund $ 0 $ 0 $ 0 $ 0 

GOVERNOR'S RECOMMENDATION: 

F.xpenditures 
General Fund $ (422) $ (551) $ (551) $ (551) 

Revenues 
General Fund $ 0 $ 0 $ 0 $ 0 

Positions (4.1) (5.1) (5.1) (5.1) 

Requires statutory change: Yes X No 
Statutes Affected: 

ITEM SUMMARY: 

The proposal represents a general biennial reduction to the Department of Employee Relations of 
$973,000. 

RATIONALE: 

This proposal represents a 6% reduction to the department's General Fund operating budget for the 
biennium. Constraints in funding for 1992-93 dictate that serious reductions be made wherever 
possible within State government operations in order to minimize the impacts of the budget problem 
on welfare of the citizens of the State. 

To implement this reduction would be extremely difficult under ordinary conditions. Due to the 
financial condition of the state, DOER will be reviewing its priorities, along with its mix and level 
of services. 

The Commissioner of Employee Relations is best-qualified to identify how these efficiencies can be 
realized. 

GOVERNOR'S RECOMMENDATION: 

The Governor recommends a General Fund reduction of $973,000 to the Department of Employee 
Relations for the 1992-93 biennium. 
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PROG. ,; Administration 19'12-93 Biamial Budge' 
Agency: Employee Relations, Department of 

PROGRAM PURPOSE: 

The Administration program manages· all activities within the agency and provides overall policy 
direction for the state's personnel and labor relations functions. The program, which includes the 
Commissioner's Office, manages department resources, coordinates office automation, integrates 
information resources, and provides administrative services such as budget, accounting, personnel, 
files, and word processing. The program is also responsible for certifying the state's payroll and final 
reconciliation of Social Security records. 

The objectives of the program are: 

1111 To provide direction to each of the department's functions and to coordinate the department's 
programs so that the state acts as a single employer consistent with the values of a merit 
system, collective bargaining, and affirmative action. 

111 To administer the state's personnel system consistent with the policies and goals of the 
Governor's office and to represent the interests of the state as an employer to the Legislature 
and the general public. 

111 To provide administrative support to department managers and supervisors so that they can 
effectively manage their programs. 

1111 To develop and maintain information systems which provide ready access to the information 
necessary to effectively administer each of the department's programs. 

111 To maintain accurate records on state employees and to ensure that employees are paid 
accurately and on time in accordance with law, collective bargaining agreements, and plans. 

111 To fulfill the state's obligation to provide Medicare coverage for state and local government 
employees as authorized by state and federal law. 

PERFClRMANCE: 

Administrative Services 

1. The Administrative Services Unit has been reorganized to improve financial management of 
department programs. New methods of doing business allow staff to develop expertise which 
produces efficiency in the system. 

Management Information Systems 

1. As a result of a major upgrade to the agency's internal computer system, virtually 100% of 
staff have computer terminals, giving them ready access to an office system and to the 
information needed to carry out their responsibilities. 

2. Special reports for information requests are provided within the timeframes established by the 
requestor. Requests are completed within the deadline established by the requestor on average 
95% of the time. The unit responds to approximately 55 requests each month. 

3. The first information plan has been produced and will be used to help guide the department 
in future information technology issues. 

4. Working with other divisions, the MIS Unit modifies, improves and enhances statewide human 
resource systems including the Personnel/Payroll System, insurance, staffing information, 

grievance tracking/contract management, workers' compensation claims managemen' ·ning 
records and other smaller department systems. Modifications are necessary to a that 
systems conform with IRS and legislative changes, as well as changes in policy and procedure. 

Central Personnel Transactions 

1. In late 1989, the responsibility for management and maintenance of the employee and position 
portions of the system was transferred from the Department of Finance to the Department 
of Employee Relations where an on-line employee and position history in the Personnel/Payroll 
System data base was developed and implemented. State agencies now have on-line access to 
personnel data on their employees without the need for further manual recordkeeping. 

2. The Central Personnel Transactions Unit, in conjunction with the Department of Finance, 
accomplished the conversion to the new file structure without interruption to the payroll 
process and all state employees were paid legally, timely and accurately. 

3. The Legislative Audit Report of the Personnel/Payroll System covering Fiscal Year 1989, 
resulted in no audit recommendations. 

Social Security Administration 

1. In accordance with state laws, the Social Security Administration conducted a referendum in 
late 1989 permitting basic members of public pension plans to select Medicare-only coverage 
on an individual basis. Modifications to the state agreement with the Secretary of Health and 
Human Services were completed in order to provide this coverage. 

PROSPECfS: 

1. Human resource information is critical to agencies as they adapt to changing workforce 
dynamics. The processes of reporting and recording human resource information on employees 
must be streamlined so that this information ia easily ac.cessible to state agencies. Wi.thin 
limited resources, the program will begin to provide agencies with on-line access to Grievance 
Tracking/Contract Management and Personnel/Payroll data. 

2. Existing human resource systems have untapped capacity to produce data and they present 
technical opportunities for improved management of information. However, staff must be 
trained to fully utilize data and equipment. Data protection meaaurea must be developed and 
off-site storage provided to safeguard data. Staff must also be cross-trained to provide back­
up support in critical areas. 

3. The automation of routine processes and support services can lead to efficiencies in managing 
department programs and must be implemented. 

4. Following enactment of a federal law which was effective 1-1-87, collection of Social Security 
contributions was transferred to the Internal Revenue Service. It was anticipated that the 
activity would be phased out by April, 1990. However, reconciliation of the state's records 
with the Federal Social Security Administration for calendar years 1985 and 1986 has not been 
completed, so the activity will continue until the end of F.Y. 1993. Staff has been reduced to 
1 clerical employee and an intermittent employee. 

~: 

Cost increases attributable to salaries and supplies/expense items will be managed within base level 
funding and by allocating funds across programs. Strategies will include reducing personnel costs, 
travel, memberships, subscriptions, and other expense items. Sufficient vacancies to cover the 
amounts needed do not currently exist, so it is difficult to predict what parts of the operation will 
be affected. As vacancies occur, they will be held open and funds reallocated where necessary. 
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During F.Y. 1991, the department assumed sole responsibility for the employee and position portions 
of the Personnel/Payroll System along with funding from the Department of Finance. However, the 
current level of funding is not sufficient to cover the costs associated with maintenance and operation 
of the system. The department proposes to reallocate $200,000 over the biennium from funds in the 
BASE of the Staffing and Compensation program. 

Agency Reallocation 

Central Personnel Transactions F.Y. 1992 
$100,000 

F.Y. 1993 
$100,000 

The department proposes reallocating $100,0000 in each year of the biennium to meet 
anticipated operating expenses for the Personnel/Payroll System. Not funding this activity 
would result in the department's inability to process payroll. 

GOVERNOR'S RECOMMENDATION: 

The Governor concurs with the agency's plan. 
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AGENCY: EMPLOYEE RELTNS>DPT 
PROGRAM: ADMINISTRATION 

ACTIVITY RESOURCE ALLOCATION: 
==========--==-==-==-==-=======-=--
ADMINISTRATION 
CENTRAL PERSONNEL TRANSACT 
IMFORMATION MANAGEMENT 
SOCIAL SECURITY ADMINISTR'N 
ADMINISTRATION NON-OPERATING 

----------------------------
TOTAL EXPENDITURES BY ACTIVITY 

DETAIL BY CATEGORY: 

FY 1989 

1,224 
233 
294 

73 
63 

1,887 

1992-1993 BIENNIAL BUDGET 
(DOLLARS IN THOUSANDS) 

FY 1990 
=========== 

1,409 
435 
324 

65 
109 

2,342 

Es1:. 
FY 1991 

1,409 
325 
505 

52 
350 

2,641 

FY 1992 

-----------------------------------
AdiUS1:ed Agency Governor 

Base Pl.an Reconvn. 
----------- ----------- ---------------------- ----------- -----------

1,620 1,620 1,620 
328 426 428 
518 .518 .518 

45 45 45 
75 75 75 

----------- ----------- -----------
2,586 2,686 2,686 

FY 1993 
-----------------------------------

Adjus"ted Agency Governor 
Base Pl.an Reconvn. 

=========== =========== =========== 
1,622 1,622 1,622 

335 435 435 
.509 509 509 

30 30 30 
25 25 25 

----------- ----------- -----------
2,521 2,621 2,621 

STATE OPERATIONS 1,887 2,267 2,641 2,586 2,686 2,686 2 1 521 2,621 2,621 
AID TO INDIVIDUALS 75 
=----------------=-----=--=--=--=-- -----=----= -=--=--=--= -==-==-=--= -==-==-==-= -=====-==== =========== =========== =========== =========== 
TOTAL EXPENDITURES BY CATEGORY 1,887 2,342 2,641 2,586 2,686 2,686 2,521 2,621 2,621 

SOURCES OF FINANCING: 
---------------------
DIRECT APPROPRIATIONS: 

GENERAL 
STATUTORY APPROPRIATIONS: 

SPECIAL REVENUE 
AGENCY 

---------------
TOTAL FINANCING 

1,751 2,168 2,239 

73 65 52 
63 109 350 

----------- ----------- -----------
1,887 2,342 2,641 

2,466 2,566 2,566 2,466 2,566 2,566 

45 45 45 30 30 30 
75 75 75 25 25 25 

----------- ----------- ----------- ----------- ----------- -----------
2,586 2,686 2,686 2:,521 2,621 2,621 
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ACTIVITY: 
PROGRAM: 

AGENCY: 

Central Personnel Transactions 
Administration 
Employee Relations, Deptartment of 

19'12-93 Biennial Budget 

DECISION ITEM: Personnel/Payroll - Transfer From Staffing 

Dollars in Thousands 
F.Y. 1992 F.Y. 1993 F.Y. 1994 F.Y. 1995 

AGENCY PLAN: 

Expenditures 
Administration 
Staffing & Compensation 

GOVERNOR'S RECOMMENDATION: 

Expenditures 
Administration 
Staffing & Compensation 

Requires statutory change: 
Statutes Affected: 

ITEM SUMMARY: 

Yes 

$ 
$ 

$ 
$ 

100 $ 
(100) $ 

100 $ 
(100) $ 

X No 

100 $ 
(100) $ 

100 $ 
(100) $ 

100 $ 
(100) $ 

100 $ 
(100) $ 

100 
(100) 

100 
(100) 

The Department proposes a biennial reallocation of $200,000 from the Staffing and Compensation 
Division to the Administrative Services Division in order to cover the costs of operation for the State 
Personnel/Payroll System. 

RATIONALE: 

In F.Y. 1991, the department assumed responsibility for the employee and position portions of the 
Personnel/Payroll System along with funding from the Department of Finance. Cost of operating and 
maintaining the system are greater than current funding, however. The Department seeks a base 
reallocation from the Staffing and Compensation program in order to operate the system. 

GOVERNOR'S RECOMMENDATION: 

The Governor concurs with the agency's plan. 
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PROO. 
Agency: 

Employee Health and Benefits 
Employee Relations, Department of 

PROGRAM PURPOSE: 

19'J2-93 Biemual Budge' 

The goal of the Benefits Program is to address the insurance needs of state and public employees 
by providing quality, cost-effective benefit programs, health promotion programs and employee 
education/communication. The Benefits Division develops, administers and manages the State Group 
Insurance Plan and the Public Employees Insurance Plan (PEIP). The division provides policy 
guidance and technical expertise in the areas of employee insurance and benefits to the Commissioner 
of Employee Relations, labor relations and the collective bargaining process, and state agencies. In 
addition, the division negotiates insurance and third-party-payer contracts to provide for appropriate 
coverage levels and efficient claims administration. 

State Group Insurance Plan 

The objectives of the State Group Insurance Plan are: 

1111 To provide a quality, comprehensive benefit program for over 52,000 state, university and 
legislatively authorized employees, 7,500 retired employees, and an estimated 120,000 dependents 
and 1,500 former employees. 

1111 To manage and contain rising health insurance costs through appropriate plan design changes, 
contract negotiations, and plan administration. 

1111 To ensure that all offerings conform with state and federal laws and the provisions of the state's 
collective bargaining labor agreements and plans. 

111 To provide statewide communication to employees, former employees, labor and management to 
educate employees on health/Wellness issues and their rights and responsibilities. 

1111 To coordinate health promotion programs to assist employees and their dependents to maintain 
and enhance their health and to make appropriate use of the health care system. 

Public Employees Insurance Plan 

The objectives of PEIP are: 

111 To provide employees of school district, cities, counties and towns with access to quality medical, 
life and dental insurance on a cost-effective basis, regardless of the employer's size or geographic 
location. 

111 To provide pooling arrangements advantageous to public employers. 
1111 To negotiate and administer vendor contracts to ensure quality, cost-effective services to members. 
111 To provide opportunities for retired employees to participate in a group insurance program. 

PERF()RMANCE: 

State Group Insurance Plan 

Cost Containment 

1. Implementation and development of a statewide preferred provider network for the self-insured 
health plan resulted in an estimated $8.5 million in cost savings for 1990 and approximately 
$6 million savings for 1991 in the State Health Plan. 

2. Successful negotiations with the HMOs that provide services to state employees resulted in 
lessening of the overall rate increases proposed for the 1991 plan year by 8%. 

3. Introduction of a 3-phased health promotion program for all state agencies resulted in an 
increase in agency level participation from 25% to 94% over a 2-year period. 

Communication 

1. In order to meet federal, state and labor contract requirements, the program ... creased 
statewide communication efforts to employees, labor and management by using a variety of 
medium, including videotape, home mailings, newsletters, training seminars and instruction 
manuals. This has resulted in better employee understanding of the importance of wisely 
choosing and using benefits as well as maintaining good health. 

2. In order for employees to have information related to individual plan quality as well as price 
when making their health plan choices, a pilot study of employee satisfaction with their health 
plan is being conducted during 1990. After validation of the survey instrument used in the 
pilot, the study will be rerun and the results will be used in communications lo employees prior 
to the 1991 open enrollment. 

Health Promotion 

1. Development of a pilot study with Public Safety to implement a health risk assessment program 
for State Troopers, resulted in significant improvements in Trooper health and fitness as well 
as disease identification and control. 

Administration 

1. Successful partnership between management and labor regarding health care issues resulted in 
the Joint labor-Management Committee on Health Plans receiving a 1990 Governor's labor­
Management Award. 

2. Clarification of discrepancies in health plan and contract interpretations by increased focus on 
conformity of language and contract provisions resulting in simplified administration and 
monitoring of health plan activity. 

3. Over 650 employees enrolled in the dependent care apending account benefit plan during F.Y. 
1990, the plan's first year; enrollment increased to 820 for year 2. 

Public Employees Insurance Plan 

1. A self-funded health plan waa developed and 12 contracts were negotiated with vendon who 
provide health, dental and life coverage for employees which resulted in a plan being 
successfully implemented on 1-1-90. 

2. A successful marketing/communications strategy was designed and executed which resulted in 
requests for PEIP rate proposals from over 550 jurisdictions between November 1989 and 
September 1990 and enrollment of over 30 employer/exclusive representative member groups 
including 11 School districts, 14 cities, 3 townships, 2 counties, and 1 hospital district. 

PROSPECfS: 

State Group Insurance Plan 

To ensure that the goal of providing a quality, cost-effective benefit program is met, several specific 
programs will be implemented: 

Cost Containment 

1. Rebid disability plans. Currently, the state provides disability plans from three carriers. By 
consolidating these plans under 1 carrier the state anticipates that it can provide these benefits 
at more cost-effective premiums, with more efficient administration and greater employee 
understanding. 
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2. Implement an internal COBRA administration system to reduce potential liability to the state 
and provide more efficient enrollment and billing when employees transfer between plans. 

3. Develop provider and utilization tracking mechanisms for improved network development and 
data analysis, as part of the health care cost containment strategy. 

4. Ensure all state agencies complete implementation of the 3-phased health promotion program, 
as part of the health care cost containment strategy. 

Communication 

1. Expand the patient satisfaction pilot survey and develop an evaluative tool to assess quality 
outcomes from medical intervention. The resulting information will encourage employees to 
compare the value not just cost when selecting 1 of the various health plans offered by the 
state. 

2. Develop evaluative tools to measure the effectiveness of existing and future employee 
communications materials, to ensure employees know their rights and responsibilities. Improve 
employee understanding and decision making through more individualized communications 
materials such as interactive videos. 

Health Promotion 

1. Implement a health promotion Endorsed Vendor program which will give employees the 
chance to improve their health and ultimately contain rising health insurance costs by attending 
approved classes (i.e., smoking cessation, stress management, weight management) conducted 
by health experts from throughout Minnesota. 

2. Establish a data base to analyze the effectiveness of health promotion programs on health care 
utilization and claims costs by tracking sick leave usage, workers compensation claims, health 
care claims and employee attitudes. 

Public Employees Insurance Plan 

During the next biennium, the PEIP will continue to concentrate on increasing membership through 
effective marketing/communication efforts and providing quality, cost-effective benefits. To ensure 
these goals are met, the following programs will be implemented: 

Plan Development and Management 

1. Expand the existing preferred provider network and utilization review services throughout the 
state, emphasizing quality of care standards and cost-effective delivery mechanisms. 

2. Negotiate and administer vendor contracts to ensure customer satisfaction and prudent use of 
financial resources. 

3. Continue working with the Labor-Management Committee, local jurisdictions and public sector 
member organizations to analyze alternatives to contain health care costs. 

4. Provide assistance lo participating jurisdictions in analyzing and implementing health promotion 
programs to reduce costs. 

S. Cost-effectively implement the individual retiree program in 1992 by working with the public 
pension plans to successfully develop the communication and administrative requirements of 
the program. 

Marketing and Communications 

1. Execute a comprehensive marketing/publicity program to encourage new membership, through 
the use of public sector journals, newsletters and member publications. 

2. Develop communication materials such as newsletters and plan booklets for existing participants 
to ensure greater understanding and appropriate use of the plan. 

~= 
All current functions and activities of the Benefits Program will be maintained in F.Y. 1992-93. Any 
increased costs will be managed by careful review and assessment prior to filling any vacancies, plus 
more critical analysis of out-of-state travel, subscriptions, and membership expenses. 

During the current biennium, the Department of Finance authorized an additional 10.0 positions in 
the Trust Fund and .5 in the Special Revenue Fund to administer the State Group Insurance 
Program. These positions have been funded with no increase in fees. The department requests that 
these positions be made permanent. Minnesota Laws 1990, Chapter 589 requires that the PEIP 
program be expanded to allow individual participation by retirees beginning in 1992. This expansion 
increases the administrative costs of the program by $133,000 and 1.8 positions in F.Y. 1992, and 
$135,000 and 2.0 positions in F.Y. 1993. The department requests that this additional amount and 
postions be authorized from the PEIP Trust Fund. 

GOVERNOR'S RECOMMENDATION: 

The Governor concurs with the agency's plan. 
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AGENCY: EMPLOYEE RELTNS,DPT 
PROGRAM: EMPLOYEE HEALTH AND BENEFITS 

ACTIVITY RESOURCE ALLOCATION: 
===--===---------------------------
STATE GROUP INSURANCE 
PUBLIC EMPLOYEES INS 
INSURANCE NON-OPERATING 

-----------------------
TOTAL EXPENDITURES BY ACTIVITY 

DETAIL BY CATEGORY: 

----------------
STATE OPERATIONS 
=============-===================== 
TOTAL EXPENDITURES BY CATEGORY 

SOURCES OF FINANCING: 
---------------------
DIRECT APPROPRIATIONS: 

GENERAL 
STATUTORY APPROPRIATIONS: 

SPECIAL REVENUE 
EMPLOYEE INS TRUST 
AGENCY 

1992-1993 8 IE N NI AL 8 U D GET 
(DOLLARS IN THOUSANDS) 

FY 1989 

1,675 
245 

130,344 
======= 
132,264 

FY 1990 

2,490 
372 

158,223 
======= 
161,085 

Est. 
FY 1991 

2,990 
300 

172,656 
======= 
175,946 

132,264 161,085 175,946 

------- ----------- -----------
132,264 161,085 175,946 

439 569 37 

19 91 153 
131,039 157,877 li ,756 

767 2,548 3,000 

Adjusted 
Base 

2,681 
315 

201,549 
---·----

204 ,5£'.t5 

FY 1992 

Agency 
Plan 

2,681 
463 

201,549 
======= 
204,693 

204,545 204,693 
------- -----------
204,545 204,693 

81 81 
201,464 201,612 

3,000 3,000 

--------------- ----------- ----------- ----------- ----------- -----------
TOTAL FINANCING 132,264 161,085 175,946 204,545 204,693 

Governor 
Rec01M\. 

2,681 
463 

201,549 
=====:.:= 
204,693 

204,693 
======= 
204,693 

81 
201,612 

3,000 
-----------

204,693 

Adjusted 
Base 

2,687 
315 

233,781 
======= 
236,783 

236,783 
======= 
236,783 

87 
233,696 

3,000 

FY 1993 

Agency 
Plan 

2,687 
480 

233,781 
======= 
236,948 

Governor 
Reconvn. 

2,687 
480 

233,781 
======= 
236,948 

236,948 236,948 
======= ==-======== 
236,948 236,948 

87 87 
233,861 233,861 

3,000 3,000 
----------- ----------- -----------

236,783 236,948 236,948 

REVISED 4/3/91 
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ACJ1VITY: 
PROGRAM: 

AGHNCY: 

Public Employee Insurance 
Employee Health and Benefita 
Employee Relations, Department of 

DECISION ITEM: Increase for PEIP Administration 

F.Y. 1992 
AGl!NCY PLAN: 

Eq,mdilURS 
General Fund $ 0 
Public Employee Insurance Trust 148 

Poailiooa 
Public Employee Insurance Trust 1.8 

Requira llaluloly c:baogc: Yes X 
Slatulc:a Affcdal: 

l1EM SUMMARY: 

1992-93 Biamial Budget 

Dollars in Thousands 
F.Y. 1993 F.Y. 1994 F.Y. 1995 

$ 0 $ 0 s 0 
165 165 165 

2.0 2.0 2.0 

No 

The Department n=qucata the authorization of the funda and potiitions as detailed above to meet 
anticipated work.load and expense increases due to legislated activities in administering the Public 
Employcca Insurance Plan in the 1992-93 biennium. 

RATIONALE: 

Minncaota Lawa 1989, Chapter S89 n=quirca that the PEIP program be expanded lo allow individual 
participation by retimca beginning in 1992. Plan administralion and casework arc expected 10 

inaasc considerably. This ~uest ia based on estimated cost increases for staff, claims 
communications, professional/lcchnical services and counseling. Included in this request ia $15,000 
in F.Y. 1992 and $30,000 in F.Y. 1993 for general inflation. The Oepartmenl requests thal funds 
be authorized from the Public Employee Insurance Trust Fund, and the addition of 1.8 po6itiona in 
F.Y. 1992 and 2.0 poaitiona in F.Y. 1993. 

GOVBRNOR"S RHCOMMENDATION: 

The Governor concun with the agency's plan. 
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ACTIV 
PROG1' 

AGENci: 

Employee Health & Benefits 
Employee Health & Benefits 
Employee Relations, Department of 

DECISION ITEM: Benefits Position Increase 

F.Y. 1992 
AGENCY PLAN: 

Expenditures 
General Fund $ 0 

Employee Benefits Trust Fund $ 0 

Revenues 
General Fund $ 0 

Requires statutory change: Yes X 
Statutes Affected: 

ITEM SUMMARY: 

1992-93 Biennial Budget 

Dollars in Thousands 
F.Y. 1993 F.Y. 1994 F.Y. 1995 

$ 0 $ 0 $ 0 

$ 0 $ 0 $ 0 

$ 0 $ 0 $ 0 

No 

This proposal seeks permanent status for 10.5 temporary positions currently in the Employee Health 
and Benefits program. To the Employee Benefits Trust Fund, the agency seeks permanent status 
for 10.0 postions, and to the Special Revenue Fund, 0.5 positions. 

RATIONALE: 

The positions for which the Department seeks approval are temporal)' positions that received interim 
approval from the Department of Finance. These positions were necessary to facilitate operations 
as the State Group Insurance Plan and Benefits administration in general have expanded over the 
biennium. These positions are not paid out of the General Fund, but rather the Employee Benefits 
Trust and Special Revenue Funds. 

The positions are currently allocated as follows: 

Activi!Y, 

Support Service - State 
Insurance Administration 
DCEA Administration 
Health Promotion 
Contracts & Planning 

TOTAL 

GOVERNOR'S RECOMMENDATION: 

2.0 
6.5 
0.5 
1.0 
0.5 

10.5 

The Governor concurs with the agency's plan. 

Fund 

Employee Benefits Trust Fund 

Special Revenue Fund 
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A. 

~ 

;-

Labor Relations 
Employee Relations, Department of 

PROGRAM PURPOSE: 

19'12-93 Biennial Budge' 

The Labor Relations program seeks to ensure a constructive and effective set of labor-management 
relationships within the executive branch of the state consistent with the objectives of the Public 
Employment Labor Relations Ac!. 

The objectives of the program are: 

1111 To successfully complete the negotiation of 10 collective bargaining agreements for the 1992-93 
biennium such that they conform with pay equity requirements, contribute to a constructive labor­
management relationship, maintain equitable internal relationships among bargaining units, 
maintain appropriate compensation relationships with relevant external job markets and 
public/private employees, preserve management rights, and are within the budgetary resources of 
state government. 

1111 To represent the state as the employer in labor relations policy issues. 
1111 To administer collective bargaining agreements as a single, unified employer in a manner 

consistent with their negotiated intent. 

PERFORMANCE: 

Contract Negotiations 

1. Collec1ive bargaining agreements with all exclusive representatives have been negotiated within 
targeted financial resources and without adversely affecting other budgeting priorities of the state. 
The costs of these settlements have been covered by a combination of the biennial salacy 
supplement and internal budgetary resources of stale agencies. 

2. Agreements have been reached without work stoppages since 1981. For essential units without 
the right to strike, voluntary agreements have been reached without resorting to impasse 
arbitration since 1987. 

3. Negotiated contracts have retained all necessary management rights required by agencies to 
effectively manage their operations. 

4. Through the collective bargaining process, the state and exclusive representatives have negotiated 
a new state medical insurance plan for state employees that held cost increases to 5.8% for 1991, 
compared to double-digit increases for HMO's in 1991. This plan was achieved through a process 
of coalition bargaining, i.e., all 10 state unions negotiated it jointly with the state in 1989, the 
first time such a procedure has been accomplished in state government. 

5. Negotiated settlements have maintained equitable relationships between salaries and benefits 
among the 16 bargaining units. Such settlement patterns have prevented union whipsawing 
between bargaining units, contributing to stability of labor-management relationships. 

Labor-Management Relationships 

There are several indications of substantially improved and constructive labor-management 
relationships in state service: 

1. Labor-Management Committees. At a statewide level, 10 joint labor-management committees 
have been established to address issues such as health insurance, child care, affirmative action, 
job safety, and employee assistance programs. 

At agency levels, joint labor-management committees were established in collective bargaining 

agreements. These committees are resolving local problems and improving commr 
the workplace levels. 

'ions at 

2. Other Joint Efforts. Cooperative labor-management efforts in 1988-89 to restructure the Regional 
Treatment Centers (RTC) and design effective downsizing plans for RTC workforces were 
successful due, in large part, to constructive statewide labor-management relationships. In 
addition, the Department of Transportation has successfully piloted an employee involvement 
project involving cooperative efforts between management and labor unions representing 
supervisory and non-supervisory employees. Though only a pilot project on a relatively small 
scale, this kind of effort requires overall constructive union relationships at the statewide level. 

3. Unfair Labor Practices. The state has had no litigation with unions over the past 4 years 
involving allegations of unfair labor practices. Only 2 charges were filed, both of which were 
settled out of court. In many public jurisdictions comparable to the state in complexity and size, 
a heavy volume of alleged unfair labor practices is routine. 

4. Grievance Activity. Use of grievance data is always problematic in assessing labor-management 
relationships. There is a wide variety of causes of grievances, many of them are outside the 
employer's control. However, there has been an overall reduction in the number of grievances 
filed in the past several years. For example, since F.Y. 1986, the number of non-faculty 
grievances has steadily declined from about 800 to about 600 for F.Y. 1990. During the same 
time period, the total number of employees in bargaining units has increased by about 3,000. 

5. Unit Determination. Bargaining unit determination disputes have declined. This means that 
agencies, the Department of Employee Relations, and unions are resolving such disputes 
voluntarily and without contested hearings. It also indirectly suggests a reduction in inter-union 
rivalry, which is partly a result of contract negotiation results that have minimized whipsawing 
between unions, and successful inter-union labor-management committees. 

Services to Agencies 

Over 90% of the state's workforce ia represented for purposes of collective bargaining. The Labor 
Relations Bureau devotes most of its time and resources to assisting agencies in administering labor 
contracts, developing labor relationa policy, solving technical problems and responding to local labor­
management issues. Important agency services include: 

1. Training. The demand for labor relations training is growing. To meet this need, 4 new training 
courses have been offered to agencies since F.Y. 1988 (labor-management committees; sick leave 
administration; understanding collective bargaining agreements; labor relations for managers and 
supervisors). Further, offerings of all labor relations training courses increased from 21 sessions 
in F.Y. 1989 to 34 sessions in F.Y. 1990, covering about 400 participants in F.Y. 1989 to about 
900 participants in F.Y. 19'JO. 

2. Advising. Labor relations staff provide daily technical advice and counsel to agencies. A 
coordinated statewide labor relations program requires close consultation with agency 
personnel/labor relations representatives. The objectives of this effort are timely resolution of 
local disputes, consistent contract interpretation, and improved labor-management relationships. 

Demand by agencies for technical data is increasing. Quarterly grievance activity reports, 
arbitration award summaries, and surveys/feedback regarding collective bargaining proposals are 
examples of information disseminated to agencies. A computerized contract management tracking 
system implemented in 1989-90 by the Labor Relations Bureau has the potential of providing 
much of this kind of data to agencies, but financial resources will be required to place the system 
on-line. 

Statewide program results have important benefits at the operating agency level. Work stoppages 
over contract disputes affect productivity of the workforce. Constructive labor-management 
relationships at the statewide level also mean fewer agency level labor disputes. State agencies must 
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be able to rely upon a constructive statewide labor relations climate to build effective local 
relationships. The end result for the state is uninterrupted service delivery, greater employee support 
for the management process, and enhanced productivity of the workforce. 

PROSPECTS: 

Negotiations 

Successful contract negotiations for 1991-93 will depend on the following factors: 

1. Financial Resources. A major issue confronting the legislature and state management will be 
determining the level of financial support for costs of possible negotiated wage/benefit adjustments 
in state labor contracts. This is a statewide budget issue. 

2. Economy and Inflation. Expectations of state employees regarding compensation are affected by 
economic conditions, settlement patterns of other employers, and the cost-of-living. 

3. Health Care Cost. Continued spiraling medical cost inflation, if not substantially slowed, will exert 
strong financial pressures on state bargaining. 

Labor-Management Relationships 

The ability to maintain the kind of positive relationships developed thus far, and to make even 
further progress in this area, will require at least the following: 

1. Successful biennial contract negotiations for 1991-93. This will require a full complement of labor 
relations staff positions to handle the bargaining workload while continuing to provide other 
important services of the Bureau. 

2. Creation of additional joint labor-management cooperative projects, such as Labor-Management 
Committees, employee involvement projects, and jointly sponsored training programs. This will 
require additional staff time and resource support from the Labor Relations Bureau. 

3. Continued and even stronger coordination among executive branch agencies on contract 
administration programs to ensure that all negotiated contracts are applied uniformly and in 
keeping with negotiated intent. 

Services to Agencies 

1. More extensive labor relations information to state agencies is needed for purposes of grievance 
management and contract administration. 

2. Demand for labor relations training programs for agency managers and supervisors will probably 
increase in the coming biennium. 

3. Procedures for communicating labor relations policy decisions and program issues to Labor 
Relations Directors/Designees must be made more timely to ensure that they are well-informed 
of technical policy issues. 

~: 

Expenditures in this program are relatively low, leaving little latitude for internal absorption of salary 
and inflation costs. Base level funding for this program for the 1992-93 biennium will require a 
combination of the following: 

1. The filling of vacancies, if any, will be delayed to the extent practicable. 

2. Travel, both in-state and out-of-state, will be carefully limited. 

GOVERNOR'S RECOMMENDATION: 

The Governor concurs with the agency's plan. 
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1992-1993 BIEN NI Al BUDGET 
(DOLLARS IN THOUSANDS) 

AGENCY: 
PROGRAM: 

EMPLOYEE RELTNS>DPT 
LABOR RELATIONS 

ACTIVITY RESOURCE ALLOCATION: 

LABOR RELATIONS 

---------------
TOTAL EXPENDITURES BY ACTIVITY 

DETAIL BY CATEGORY: 

FY 1989 

470 
----------------------

470 

FY 1,990 

493 

493 

Es-t. 
FY 1991 

497 
----------------------

497 

STATE OPERATIONS 470 493 497 

----------------------------------- ----------- ----------- -----------
TOTAL EXPENDITURES BY CATEGORY 470 493 497 

SOURCES Of FINANCING: 
---------------------
DIRECT APPROPRIATIONS: 

GENERAL 470 493 497 
STATUTORY APPROPRIATIONS: 

----------------------------------- ----------- ----------- -----------
TOTAL FINANCING 470 493 497 

Adjus"ted 
Base 

517 

517 

FY 1992 

Agency 
Plan 

517 

517 

Governor 
Reconvn. 

517 
----------------------

517 

517 517 517 

--- ----------- -----------
517 517 517 

517 517 517 

517 517 517 

Adjus-ted 
Base 

----------------------
528 

528 

fY 1993 

Agency 
Plan 

528 

528 

Governor 
Reconvn. 

528 

528 

528 528 528 

--- ----------- -----------
528 528 528 

528 528 528 

528 528 528 
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PROGRAM PURPOSF.: 
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The Staffing and Compensation Program works to maintain a well qualified and stable workforce so 
that state agencies can accomplish their legislatively defined missions. The program offers services 
in the recruitment, testing and referral of applicants, assigns positions to classifications within a 
statewide framework, and sets equitable compensation for job classes. The objectives of the program 
are: 

111 To effectively and efficiently operate a merit-based personnel system that: 

1. provides a well-qualified workforce for all state agencies; 

2. ensures a stable and motivated workforce by compensating employees equitably; and 

3. is responsive to the diverse and changing business needs of the executive branch as an 
employer. 

1111 To eliminate sex-based pay disparities in the public sector employment in Minnesota by enforcing 
the Local Government Pay Equity Act. 

PERFORMANCE: 

Qualified Productive Workforce for All State Agencies 

The state government workforce in Minnesota is among the smallest per capita of all the states, yet, 
according to national ratings, the quality of state services consistently rates among the best in the 
nation_ The Staffing and Compensation program has concentrated its efforts on sustaining this 
record of excellence. 

1. Maintaining a quality workforce requires extensive activity in the recruitment and screening of 
applicants. Annually program staff: 

1111 Provide information to over 150,000 individuals, 
1111 Process over 80,000 applications, 
1111 Announce over 700 different exams, 
111 Distribute announcements to over 2,000 locations throughout Minnesota, 
1111 Review and authorize approximately 10,000 appointments. 

2. To provide the applicant public with information on state job opportunities, the program has 
installed a new 24-hour job information line. Minnesota citizens use this service, which is 
available 7 days a week, to learn about state job openings and request application forms. 

3. The program is completing an extensive revision and enhancement of its automated information 
system to insure that more exams can be open on a continuous basis. This new system will give 
applicants more opportunities to apply for state positions. A high number of applicants assures 
hiring authorities of quality candidates from diverse backgrounds. Having exams open on a 
continuous basis also insures that hiring authorities will have lists of candidates ready as positions 
become vacant. 

The new information system will also give agencies access to all stored applicant information. 
This will eliminate the need for duplication of records in agency personnel offices, increase the 
department's ability to delegate authority to agencies, and speed up both the exam announcement 
and scoring processes. The system will also provide applicants with test scores more quickly. 

4. The department has installed fax machines to improve communications with greate nesota 
and to mitigate the problem of late applications due to mail delays. Applicants outsi~- .: metro 
area no longer have to rely on mail and thus have access equal to that available to applicants in 
the Twin Cities. 

S. Ever changing policies and procedures will be available and updated on computer screens for staff 
in the department and in agencies. 

Agencies' managers have indicated through suiveys their increased satisfaction with the shorter 
response time to receive lists and the improved access to the eicam process. Additionally, managers 
and supervisors have reacted positively to the "Smart Staffing" newsletter which gives them insight 
into how to make the system work most efficiently for \hem. 

Fair and Equitable Compensation 

The cornerstone of equitable compensation for a large employer is its classification system. The 
state's classification system, which places the state's 36,000 positions into 2,000 classes, ensures that 
similar pay is provided for similar work. State compensation practices also ensure that work of equal 
value is provided equal compensation. Minnesota was among the first in the nation to implement 
pay equity for state employees. These policies combine to create a work climate of fairness and 
equity which allows employees to concentrate on being productive and not be distracted or 
demoralized by the employer's pay practices. 

1. During the biennium, 33% more positions (4,000 total) were reviewed for appropriate 
classification than in the previous 2 years. This review process assures the integrity and 
consistency of classifications across state departments. 

2. Major class studies encompassing 850 positions were completed in the Department of Natural 
Resources, Department of Transportation, and Department of Corrections. These studies sorted 
job responsibilities within each agency and adjusted compensation levels appropriately. 

3. The ability of the classification system to effectively determine relative salary relationships was 
validated in a 1990 correlation atudy in which outside experts re-evaluated and checked program 
staff decisions. These experts found a near perfect correlation. 

4. In July of 1990, authority to determine appropriate classification for 106 agency-specific classes 
was delegated to the agencies. Some agencies were also delegated the authority to determine if 
positions could be reallocated to a higher level. Through these efforts, program staff eliminated 
duplication and speeded up the classification process. 

5. Compensation practices continue to be progressive and successful in attracting and retaining 
employees. The state's employee turnover rate is 4.9% as compared to an industry average of 
10.8%. 

Response to Needs of the Executive Branch 

l. In the past biennium, program staff has emphasized service to state management by providing 
increased flexibility in the hiring process. Legislative authority was granted to the department to 
conduct experiments in ways to select employees for jobs. These experiments were shown to 
improve the speed and quality of the selection process and have been granted permanent status. 
Examples of these experiments include using the state's Job Service offices to more efficiently fill 
entcy clerical jobs, and doubling the number of candidates referred to agencies from large and 
often used lists such as Highway Maintenance Worker and advanced clerical positions. 

2. Exams for classes such as Highway Technicians, Corrections Counselors, EDP Programmer and 
Systems Analysts were revised to keep our screening mechanisms up to date as jobs and 
technology change. 

PAGE 252 



PROGRAM: Staffing and Compensation 
(Continuation) 

Agency: Employee Relations, Department of 

19'J2-93 Biennial Budgd 

3. Three hundred new classes were created and 150 abolished to reflect the evolution of state jobs. 

4. Turnaround standards for the completion of staffing transactions were established to manage 
efficiency. As an example, eligible lists are provided in 24 hours and classification audits for 
vacant positions are provided in 14 days. Standards were published and made available to all 
managers and supervisors. Within this biennium, the division completed 93% of all transactions 
within those standards. 

5. Formal training through presentations and a statewide newsletter has given state managers and 
supervisors a better understanding of the personnel system and the ability to work more effectively 
with it. 

6. System procedures and rules have been examined and authority delegated to the most practical 
levels. This enhances turnaround time and produces better quality decisions. Both agency 
personnel staff and front-line DOER staff are now making decisions that used to require higher 
level approval. 

7. Program staff were trained in customer service and interest-based negotiations to become more 
effective problem-solvers. 

Local Government Pay Equity 

The department has increased the flow of information and communications between the department 
and the jurisdictions covered by the law, which in turn will improve the rate of compliance. Specific 
strategies include assisting local governments in working toward compliance by publishing and 
distributing a compliance guidebook and other written materials to more than 2,000 jurisdictions, by 
making more than 100 training presentations to employer and employee groups, and by responding 
to over 400 requests for additional information including booklets and computer software. 

PROSPHCI'S: 

Economic Slowdown. Trends indicate a multi-industry slowdown throughout the country, wliich will 
result in an increased interest in state positions. The program will be challenged to effectively screen 
a larger volume of applications to reach those best-qualified. 

Demographic Trends. As the country moves out of the baby boom and into the baby bust 
generation, there will be fewer highly trained entry-level professionals available. As a result, the 
program will need to place more emphasis on the recruitment of skilled entry-level professionals. 
At the same time, there will be a larger percentage of the entry workforce which will be untrained. 
This will require new methodologies for evaluating an individual's performance potential so that state 
service will capture the capabilities of this diverse applicant group. 

Government Reduction. In an economic slowdown,,government often restructures its organizations 
and becomes smaller. The program will oversee employee layoffs and manage the movement of 
employees within and between agencies in order to prevent layoffs. 

New Trends in Management. Management trends in the 1990's include matrix organizations and 
flatter organizations which both provide reduced managerial and supervisory oversight. New types 
of classifications and new management structures will require changes in the traditional job based 
evaluation system and will create complex compensation issues. 

Changing Nature of the Work. It is essential that new classes, which are created as a result of new 
programs, changes in technology or the restructuring of work, be evaluated in objective ways to 

insure continuation of equitable compensation across state service. 

Effective and Efficient Hiring. Delegation of hiring authority to the lowest appropriate level will 
increase the efficiency of state services. Training will need to be conducted and guidelines put in 
place to maintain statewide consistency as an employer. Even more information will need to be 
automated and accessible to all decision-makers. 

Local Government Pay Equity. In this biennium, the local government pay equity program will 
change its focus from a technical assistance function to an enforcement function, as deadlines and 
penalties are phased in beginning in December 1991. Throughout the enforcement phase, the 
department will maintain open communications with local governments to ensure that their special 
circumstances and the requirements of the law are fully understood. 

Beginning in 1992, the pay equity program will develop systems to assist local governments in 
maintaining pay equity once it has been achieved. The department expects to establish a monitoring 
cycle in which each local jurisdiction reports every 3 or 4 years. 

The department will need to develop and maintain sophisticated computerized recordkeeping and 
analysis capabilities for pay equity information, for 2 reasons. First, a large volume of data for the 
enforcement function will need to be analyzed. Second, an increased interest in the pay equity 
program from other employers and organizations, both within and outside Minnesota, will generate 
requests for information in future years. 

~= 
The Staffing and Compensation program will be participating in a department-wide effort to manage 
costs. Management strategies will include filling program vacancies at a slower rate, holding positions 
vacant in F.Y. 1993, limiting out-of-state travel and eliminating memberships and professional 
journals. 

Staffing & Compensation F.Y. 1992 
($100,000) 

F.Y. 1993 
($100,000) 

The department proposes to reallocate $100.0 each year to the administration program to fund the 
cost of operating the personneVpayroll system. A reduction in the Staffing and Compensation 
program will require deferment of previously anticipated software development and equipment 
purchases. 

GOVERNOR'S RECOMMENDATION: 

The Governor concurs with the agency's plan. 
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AGENCY: EMPLOYEE RELTNS,OPT 
PROGRAM: STAFFING AND COMPENSATION 

ACTIVITY RESOURCE ALLOCATION: 

STAFFING SERVICES 
COMPENSATION AND PAY EQUITY 
---------------------------
TOTAL EXPENDITURES BY ACTIVITY 

DETAIL BY CATEGORY: 
----------------
STATE OPERATIONS 
----------------
TOTAL EXPENDITURES BY CATEGORY 

SOURCES Of FINANCING: 
---------------------
DIRECT APPROPRIATIONS: 

GENERAL 
STATUTORY APPROPRIATIONS: 

1992-1993 BIEN NI Al BUDGET 
(DOLLARS IN THOUSANDS) 

FY 1989 

1,983 
136 

2,119 

FY 1990 
----------------------

3,600 
212 

3,812 

Est. 
FY 1991 

4,042 
227 

4,269 

2,119 3,812 4,269 

----- ----------- -----------
2,119 3,812 4,269 

2,119 3,812 4,269 

Adjusted 
Base 

2.,912 
240 

3,152 

3.,152 

3,152 

3,152 

FY 1992 

Agency Governor 
P1an Reco!Ml. 

2,812 2,812 
240 240 

----- -----------
3,052 3,052 

3,052 3,052 

----------- -----------
3,052 3,052 

3,052 3,052 

TOTAL FINANCING 2,119 3,812 4,269 3,152 3,052 3,052 

Adjusted 
Base 

2,914 
244 

3,158 

3,158 

3.,158 

3,158 

FY 1993 

Agency 
Pl.an 

----------------------
2.,814 

244 

3,058 

3,058 
----------------------

3,058 

3:,058 

Governor 
Reco!Ml. 

2,814 
244 

3:,058 

3,058 
===== 
3,058 

3,058 

3,158 3,058 3,058 
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The Safety and Workers' Compensation Program seeks to ensure that state employees work in a safe 
and healthy environment and that costs due to work-related injuries and illness are minimized. The 
objectives of the program are: 

111 To design and implement proactive strategies to prevent injury and illness; 
1111 To maintain employee productivity through an aggressive return-to-work and rehabilitation 

program; 
111 To contain costs by effectively managing workers' compensation claims; and 
111 To minimize fiscal impacts on agencies. 

The division has 2 primary activities, a preventative safety program and a workers' compensation 
claims management program. The activities in the Safety Services Program include providing 
leadership and training to agencies in the development of proactive safety programs and conducting 
site investigations and environmental analysis to identify and correct hazards. Claims management 
activities include: determining liability for claims submitted by workers; efficiently processing claims 
and paying bills related to valid claims; providing rehabilitation and return-to-work programs to 
injured employees; and representing the state in the defense of contested claims. 

As an employer, the state has chosen to be self-insured for workers' compensation. The program 
serves the executive branch and the University of Minnesota workforce for a total of 68,000 people. 
The state administers this program through a Revolving Fund, charging agencies directly for the 
actual cost of benefits paid to state and University of Minnesota workers, along with an additional 
fee for claims administration and for the safety services offered by the department. 

Injuries and illnesses resulting from employment with the State of Minnesota cost state agencies and 
the University of Minnesota $15,996,104 in F.Y. 1990 for benefits paid. The total cost of 
administration, reinsurance, special assessment by the Department of Labor Industry, and benefits 
paid in F.Y. 1990 was $22,347,378. 

PERFORMANCE: 

Since assuming responsibility for this program in 1987, the Division has changed the focus of activity 
from reactive claims processing to a proactive, preventative safety program with a sound claims 
management function. As a result of this focus, the program has accomplished the following: 

Strategies to Prevent Injury and Illness 

1. A staff of safety and industrial hygiene professionals helps agencies correct problems and develop 
prevention strategies. Consulting services are provided in areas such as Video Display Terminal 
(VD1) safety, ergonomics, indoor air quality, safety inspections, asbestos concerns, and heat and 
cold stress; special training is provided on a wide variety of health and safety topics. Equipment 
is available to monitor contaminants in the work place. This assistance has prevemed work 
stoppage and grievances and provided assurance to employees that they work in a safe and healthy 
environment. 

2. The safety program has facilitated labor and management cooperation by moving safety and health 
issues into a non-adversarial situation and resolving them in a consistent manner. A joint 
labor/management effort has resulted in the development of a training manual and on-site training 
for agency safety committees. 

3. More information about potential environmental hazards in the work place is available. The 
program has collected data about hazardous substances, harmful physical agents, and infectious 

disease in the work place, and provides right-to-know information through the St. Pa,·- '~msey 
Poison Control Center. Each state agency or state employee has immediate access l i1rate 
information regarding hazardous substances, harmful physical agents, and infectious diSwses. 

Rehabilitation and Return-to-work Programs 

1. One hundred and three injured employees have been appointed to new permanent jobs as a result 
of aggressively administering a strategy to return employees to the work place. This saves state 
dollars, and has proven to be key in minimizing the length of time employees stay off the job due 
to an injury. 

2. Rehabilitation services have been streamlined and better coordinated. The department reduced 
the amount of direct caseload assistance it provides to agencies and instead advises and trains 
agencies on how to maximize rehabilitation vendor services and reduce associated costs. 

Managing Workers' Compensation Claims 

Three specific cost containment strategies were implemented. 

1. Settlement of long term claims. Workers' compensation costs which have been rising since 1975, 
have finally begun to level off. An aggressive, proactive workers' compensation program, a more 
focused partnership with agencies, and a change in the law are responsible for this change. In 
F.Y. 1990 there was a sharp increase in dollars spent on workers' compensation benefits, not 
because costs went unchecked, but because agencies began to settle claims and reduce their future 
liability. 

2. Better claims management decisions. Key to the success of this cost containment strategy is a 
new computerized claims management system, which began operating in May of 1990 after 
successfully converting 65,000 claims and associated cost data from the old computer system at 
the Department of Labor and Industry. The new system assists in better claims management in 
the following ways: 

a. It provides the total liability estimate for the State of Minnesota which was previously 
unknown. Based on this information, all claims were given an estimated reserve value. This 
allows agencies to plan for future budget obligations and develop strategies to contain costs 
over a long period of time. 

b. It provides an accurate count of active claims in staff workload. Over the past 6 months, 
division staff closed 7,669 lost time and medical-only claims and reduced the open claim 
volume to 8,400. 

c. It provides information necessary to assure that only statutorily authorized medical services and 
rates are paid. In F.Y. 1989, 18,393 bills were processed and of this number, 2,846 bills were 
adjusted downward, resulting in a savings of $126,608. In F.Y. 1990, 22,894 bills were 
processed and 3,384 were adjusted downward, resulting in a savings of $202,604. It is 
estimated that this automated review and adjustment process will result in an additional 40% 
savings to the agencies. 

3. Information for better cost containment decisions on local level. State agencies and the 
University of Minnesota have been linked to the new computer system. This claims data and cost 
information will aid in responding to employee questions, determining the status of payments, and 
assisting agency management in making informed decisions about agency level cost containment 
programs. 

Managing the Fiscal Impact on Agencies and the State 

During the past year, the costs incurred by the self-insurance program, such as benefits paid, 
administrative expenses, and reinsurance have been identified in detail lo provide a clear picture of 
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the true cost or the setr-insurance program. This has allowed stabilization or the administrative fee 
structure, and better agency budgeting for this portion of the program. In addition, a careful review 
of our reinsurance premium has resulted in a $146,000 reduction in premium and a more accurate 
assessment of our costs for reinsuring through the Workers' Compensation Reinsurance Association. 

PROSPECfS: 

Strategies to Prevent Injury or Illness 

If resources are scarce in the next biennium, agencies will likely reduce their own staff who are 
dedicated to safety programs and seek services from DOER. As a result, the demand for safety 
service from the Sarety and Workers' Compensation Division will increase. In addition, the demand 
for safety services will increase as agencies learn that proactive safety programs can reduce workers' 
compensation costs. Also, with a possible reduction in workforce size, labor relations issues often 
become more sensitive and there may be more reliance on the Sarety and Workers' Compensation 
staff to provide technical analysis to help mediate safety disputes between labor and management. 
Consequently, program staff will have to respond to a larger volume of requests about more 
sophisticated and sensitive issues. 

Rehabilitation and Return-to-Work Programs 

Keeping injured employees working sustains productivity, contains costs and enhances employee self­
esteem. If government downsizes during the next biennium, the opportunity to place injured workers 
in alternative work situations will be very limited. Agencies will already be moving people between 
positions to avoid layoff and workers will not be voluntarily leaving state employment because of 
fewer job opportunities in the job market in general. Placement staff will face severe challenges 
when assisting agencies in finding places for injured workers to return to work. 

Managing Workers' Compensation Claims 

1. Better management of the claims workload will reduce costs. The workload is approximately 325 
lost time claims per specialist. The industry average is 175 claims per specialist. Because of the 
heavy workload, specialists are unable to manage claims effectively. If claims specialists have a 
more reasonable number of claims to manage, workers' compensation costs could be reduced 
because liability determinations would be more accurate, employees and vendors would be paid 
promptly, litigation would be minimized and penalties could be avoided. 

By spending $128,000 on 4 more claims specialist positions, the state could potentially save 
$840,000 each year of the next biennium and decrease the state's future liability by an estimated 
10%. 

2. Prompt payment of medical bills will reduce costs. The volume of medical bills has increased 
over the past 2 years so that staff frequently cannot pay bills within 30 days. In addition, more 
detailed information is being collected to rully analyze and verify claims so bills take longer to 
process. When bills are not paid in 30 days, vendors send duplicate bills. This increases the work 
even though the number of claims does not increase. One additional data entry operator would 
result in 90% of bills being paid in 30 days. Prompt payment of bills will avoid potential penalties 
of approximately $3,500,000 in the next fiscal year. 

3. TI1e purchase or the claims management computer system has been financed through a loan from 
the Department of Finance and is being paid back through an increase in the revolving fund fee 
charged to agencies. To maintain the system and to meet the demands for changes and increased 
access to information during the next biennium, an additional $40,000 each year is needed. The 

revolving fund rate will need to be adjusted to absorb these costs. 

Managing the Fiscal Impact on Agencies and the State 

1. The fiscal management of funds must be improved if costs are to be contained. Implementation 
of new strategies will require the assistance of actuarial and consulting services to verify reserves, 
develop and design fiscal management strategies, and investigate reinsurance opportunities. 
1\venty thousand dollars in additional administrative money is needed for this purpose. 

2. Stabilize the revolving fund rate. Prior to 1990, the revolving fund rate charged to agencies for 
administration of the self-insurance program was based on a percentage of workers' compensation 
benefits paid. However, the amount of benefits to be paid each year was unknown. 
Consequently, the agency did not know what the revolving fund rate was going to be, nor did the 
division know what its budget would be. The rate structure has been adjusted to charge agencies 
based on a formula which includes past workers' compensation experience, and numbers of 
employees in each agency. Now the rate is fixed for the fiscal year. This formula needs to be 
further refined to reflect other factors but will remain predictable and help agencies better 
manage administrative costs. 

3. Workers' compensation benefit costs are not predictable. To make agency workers' compensation 
budget more manageable, the department is exploring the idea of charging each agency a premium 
for benefit costs rather than having agencies pay direct dollar for dollar reimbursement to the 
fund. The premium option would provide flexible alternative funding options that will better fit 
an agency's need and would stabilize agency budgets by pooling risk. 

4. By reclassifying the fund so that it can earn interest, the division can maximize the assets of the 
fund to reduce the estimated $104,000,000 incurred future liability against existing claims. 

PLAN: 

F.Y. 1992 F.Y. 1993 
$216,000 $216,000 

Workers' Compensation 

5.0 positions 5.0 positions 

The department requests authority to increase the base level of spending for this program by 
$216,000 and 5.0 positions. TI1ese dollars will fund 4 claims specialist and 1 data entry position; 
support the claims management computer system; and fund actuarial services. This additional 
expenditure will result in an estimated annual savings of $840,000 and a 10% decrease in the state's 
future liability. No increase in fees will be necessary to fund this request. Current fees to agencies 
are based on total F.Y. 1991 program costs which include base level administrative costs and a 1-
time assessment to agencies to offset an interim advance from the General Fund to this program. 
Those total costs exceed the total F.Y. 1992-1993 administrative budget request, including the 
requested increase. Because the total 1991 administrative expenditures exceed the total administra­
tive request for F.Y. 1992-93, agencies will experience a reduction in their fees. 

GOVERNOR'S RECOMMENDATION: 

The Governor recommends BASE level funding for this activity. 
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ACTIVITY RESOURCE ALLOCATION: FY 1989 
----------------------------------- -----------
SAFETY AND HORKERS' COMPENSATION 
HORKERS' COMP NON-OPERATING 
------------------------------
TOTAL EXPENDITURES BY ACTIVITY 

DETAIL BY CATEGORY: 

1,971 
16,768 

18,739 

Es-t. 
FY 1990 FY 1991 

2,206 
21,191 

23,397 

1,949 
23,322 

25,271 

STATE OPERATIONS 18,739 23,397 25,271 
----------------------------------- ----------- ----------- -----------
TOTAL EXPENDITURES BY CATEGORY 18,739 23,397 25,271 

SOURCES OF FINANCING: 

DIRECT APPROPRIATIONS: 
GEMERAL 

STATUTORY APPROPRIATIONS: 
SPECIAL REVENUE 

---------------
TOTAL FINANCING 

2,184 

16,555 

18,739 

2,327 

21,070 

23,397 

_,807 

23,464 

25,271 

FY 1992 

Adjusted Agency Governor 
Base P1dn Re comm. 

2,100 
23,322 

25,422 

2,316 
23,322 

25,638 

2,100 
23,747 

25,847 

25,422 25,638 25,847 

25,422 25,638 25,847 

1,807 

23,615 

25,422 

1,807 

23,831 

25,638 

2,232 

23,615 

25,847 

Adjus-ted 
BRse 

2,100 
23,322 

25,422 

FY 1993 

Agency Governor 
Plan Recornm. 

==========='=========== 
2,316 

23,322 

25,638 

2,100 
24,072 

26,172 

25,422 25,638 26,172 
------ ----------- -----------
25,422 25,638 26,172 

1,807 

23,615 

25,422 

1,807 2,557 

23,831 23,615 

25,638 26,172 
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ACllVTTY: 
PROGRAM: 

AGENCY: 
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Sakty & Workers' Compensation 
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DECISION ITEM: Increase to Administration 

AGl1..NCY PLAN: 

Eqx:adilura 
General Fund 

Po.ilium 

Rcw:nuca 

GOVERNOR'S RECOMMENDATION: 

Eqx:adilura 
General Fund 

Po.ilium 

Rcw:ow:::a 

Requin:a alalUklly dlugc: 
Statuk:a Affeded: 

nF..M SUMMARY: 

Yes 

F.Y. 1992 

$ 216 

5.0 

216 

$ -0-

-0-

-0-

X 

1992-93 Biauml Budget 

Dollars in Thousands 
F.Y. 1993 F.Y. 1994 F.Y. 1995 

s 216 $ 216 $ 216 

5.0 5.0 5.0 

216 216 216 

$ -0- $ -0- $ -0-

-0- -0- -0-

-0- -0- -0-

No 

DOER rcqucsla authoriay to spend in addition to the BASE level for this program $432,000 in lhe 
1992-93 biennium, and request an additional 5.0 compkmen1. 

RA'nONAI..E: 

_ The increase in apcnding would fond 4 claims specialists and I data entry ~it ion. Also included 
is fonding for actuarial services and computer system enhancements. The additional expenditure 
would cesult in estimated annual savings of $840,000 and a l0% decrease in the States's future 
liability. The additional fonding and po6ilions would speed up daims processing and payment. 

GOVERNOR'S RE<DMMENDATION: 

Given lhe constraints for fonding o( new programs, lhe Governor docs not recommend fonding for 

this request. 

,, 
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DECISION IIBM: WCRA Premium Adjustments 

I 9'n-93 Biennial Budget 

Dollars in Thousands 
F.Y. 1991 F.Y. 1992 F.Y. 1993 

AGENCY REQUEST: 

Expenditures 
General Fund 

GOVERNOR'S RECOMMENDA'IlON: 

Expenditures 
General Fund 

Requires statutory change: 
Statutes Affected: 

ITEM SUMMARY: 

Yes 

$ 486 $ 425 $ 750 

Dollars in Thousands 
F.Y. 1991 F.Y. 1992 F.Y. 1993 

$ 486 $ 425 $ 750 

X No 

This proposal is to increase the appropriations for the WCRA premium to meet FY 1991 costs and 
fund projected adjustments for the 1992-93 biennium. 

RA110NALE: 

The state "re-insures" for workers' compensation claims through the Workers' Compensation 
Reinsurance Association (WCRA). The WCRA is a not-for-profit public corporation created to 
provide reinsurance (insurance for claims that exceed a designated "retention threshold"). The current 
retention threshold for state worker claims is $410,000: That is, the state is self-insured for claims 
up to that level. For any particular claim that should exceed total costs of $410,000, WCRA assumes 
liability. Membership is mandatory for all self-insured employers in Minnesota. 

Annual premiums paid to the WCRA are based on previous payroll levels and job risk classifications. 
The actual salary paid during a calendar year is multiplied by the risk factors associated with slate 
occupations. This estimate is based on hislllrical payroll data. Once actual payroll data fnr the 

,remium year are calculated by the Department of Employee Relations, adjustments ari> then made 
.or the relevant period. Adjustments to FY 1989 premiums have been added to q ly billings 
for FY 1991. The result is a deficiency in the appropriation for the current year o, J6,000. 

Projected payroll and premium rate increases indicate costs for WCRA premiums in excess of BASE 
level expenditures for r'Y 1992 and FY 1993. The additional amounts required to meet the full 
projected premium are $425,000 and $750,000 respectively. The chart below details the premium cost 
history and projected 1992-93 biennial obligations: 

Actual Actual 
1987 1988 

WCRA pure prem. 26,413 28,261 

% Increase 

% Adjustments 

Total paid 

Adjustments 

Prior year liability 

7.0% 

18.10% 18.78% 

1,289 

233 

1,409 

265 

Appropriation required (est.) 

Less: Current BASE 

Additional appmpriation required: 

GOVERNOR'S RECOMMENDATION: 

Actual 
1989 

28,348 

0.31% 

13.41% 

1,384 

182 

Dollars in Thousands 

Est. 
1990 

31,271 

10.31% 

18.44% 

1,448 

267 

$ 

Est. 
1991 

34,398 

10.00% 

2,036 

153 

2,189 

(1,703) 

486 

Est. 
1992 

35,946 

4.50% 

2,128 

2,128 

(1,703) 

425 

Est. 
1993 

37,743 

5.00% 

2,453 

2,453 

{1,703) 

~ 

The Governor recommends $486,000 to fund the FY 1991 deficiency, $425,000 in FY 1992 and 
$750,000 in FY l 993 to cover projected premium adjustments. 

REVISED 3/28/91 
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1992-1993 BIENNIAL BUDGET 
(DOLLARS IN THOUSANDS) 

AGENCY: EMPLOYEE RELTNS,DPT 
PROGRAM: TRAINING AND DEVELOPMENT 

ACTIVITY RESOURCE ALLOCATION: 

TRAINING AND DEVELOPMENT 
------------------------
TOTAL EXPENDITURES BY ACTIVITY 

DETAIL BY CATEGORY: 

Est. 
FY 1989 FY 1990 FY 1991 

805 1,002 1,204 

----------- ----------- -----------
805 1,002 1,204 

STATE OPERATIONS 805 879 1,072 
LOCAL ASSISTANCE 121 132 
AID TO INDIVIDUALS 2 

----------------------------------- ----------- --- -----------
TOTAL EXPENDITURES BY CATEGORY 805 1,002 1,204 

SOURCES Of FINANCING: 

DIRECT APPROPRIATIONS: 
GENERAL 522 699 744 

STATUTORY APPROPRIATIONS: 
SPECIAL REVENUE 283 303 460 

----------------------------------- ----------- ----------- -----------
TOTAL FINANCING 805 1,002 1,204 

Adjusted 
Base 

955 

955 

FY 1992 

Agency 
Pl.an 

955 
----------------------

955 

Governor 
Recomm. 

955 
----------------------

955 

955 955 955 

955 955 955 

555 555 555 

400 400 400 

--- ----------- -----------
955 955 955 

Adjusted 
Base 

955 
----------------------

955 

FY 1993 

Agency 
Pl.an 

955 
----------------------

955 

Governor 
Recoir.in. 

955 
----------------------

955 

955 955 955 

----------- ----------- -----------
955 955 955 

528 528 528 

427 427 427 

--- ----------- -----------
955 955 955 
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ACllVflY: 
PROGRAM: 

AGENCY: 

Training and Development 
Training and Development 
Employee Relations, Department of 

1992-93 Biennial Budget 

DECISION rnJM: Request Positions from General to Revolving Fund 

AGENCY Pl.AN: 

Expenditures 

Training - General Fund 
Other Programs 

Positions 

General Fund 
Revolving Fund 

Requires statutory change: 
Statutes AITcctcd: 

ffEM SUMMARY: 

Yes 

Dollars in 1l10usands 
F.Y. 1992 F.Y. 1993 F.Y. 1994 F.Y. 1995 

$ (7) $ 
7 

(1.0) 
1.0 

X No 

(46) $ 
46 

(2.0) 
2.0 

(46) $ 
46 

(2.0) 
2.0 

(46) 
46 

(2.0) 
2.0 

1l1e Department of Employee Relations proposes moving 2 positions into the Training Revolving 
Fund. 

RA11ONAI,E: 

DOER plans to use the savings in the General Fund toward expected cost increases which DOER 
estimates at about $74,000 and $174,000 for the two years in the coming biennium. This one portion 
of the agency's overall strategy, which includes adjustments to allotments for innation costs, such as 
limiting travel, subscriptions and memberships. 

GOVERNOR'S RECOMMENDATION: 

The Governor does not recommend the agency's plan for this item. The positions should remain 
in and funded out of the General Fund. 111e Revolving Fund, with variable revenue and expenditure 
levels through the fiscal year, should be used for operational expenditures that vary with the level 
of program activity. 
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PRO<: !: Equal Opportunity 1992-93 Biemual Budget 
~-=--Y:. Employee Relations, Department of 

PROGRAM PURPOSE: 

The Equal Opportunity Program works to ensure that the executive branch workforce and the 
metropolitan agencies are representative of Minnesota's population and remain free of discrimination 
and harassment. 

The major objectives of the program are: 

1111 To assist under-represented group members (people of color, women and disabled) in gaining 
access to state jobs. 

1111 To encourage state hiring authorities to recognize the value of a diverse workforce. 
1111 To ensure the work environment is free from discrimination and harassment through training and 

education. 
1111 To conduct investigations of discrimination complaints and mediate conflicts caused by or resulting 

from situations in the workplace. 

PERFORMANCE: 

Agency Affirmative Action Plans 

1. The EOD staff establishes rules and guidelines, provides consultation, technical support and 
training for operating state and metropolitan area agencies in development of their annual 
affirmative action plans. A total of 123 state agencies and 7 metropolitan area agencies must have 
an approved affirmative action plan that demonstrate commitment to hiring protected groups. 
Hiring trends in state service indicates a small but steady growth in the representation of 
protected groups. 

2. The division provides agencies with quantitative measures that must be pursued in order to reach 
parity in state job groups. A monitoring system measures progress toward goals. All agencies 
were found in compliance in the 1990-91 biennium. 

Recruitment and Selection 

1. Representation of persons with disabilities has increased by 10% on an annual basis during the 
current biennium as a result of modifying written exams to remove barriers which contribute to 
exam failure, and accommodating special needs of applicants with disabilities in the written 
examination process. 

2. Partnerships were established with 5 protected group community-based organizations to conduct 
on-site testing. This method of testing reduces the potential for adverse impact on testing of 
protected groups and provides an information base on state testing of minorities. 

3. The development of a resume skills bank, an automated method of identifying available protected 
group members who have requisite skills for skilled state positions, provides state agencies with 
potential applicants on 1 day's notice. 

4. The division initiated the first public employers job fair, which includes state, county and city 
employers. Workshops on resume writing and application processing give protected group 
members better understanding of the process of employment within a civil service system. 
Through the fair, public employers have the opportunity to act affirmatively in their recruitment 
efforts. 

5. Research conducted on the adverse impact of the states' testing process resulted in the 
modification of 3 frequently used major exams. 

Improve the Work Environment 

1. Working through the departments advisory committee, 3 joint programs with agenck ~ been 
designed to eliminate the effects of discrimination: the mentor program, on-site ~- .,g, and 
community test tutoring. 

2. The division worked towards resolving conflict in the workplace in state and metropolitan agencies 
by providing mediation and consultation with employees and supervisors on performance 
appraisals and job restructuring. 

Training 

1. An Annual Affirmative Action Training Conference was conducted for 150 state and metropolitan 
agency Affirmative Action Officers to train them on program changes or new initiatives which 
effect affirmative action and equal employment opportunity. A structured statewide program 
which has evolved from this conference requires that all executive branch agencies apply 
affirmative action policy in a consistent, equitable manner and that all employees are treated 
fairly. 

2. In cooperation with the department's Training Division, the division designed workshops and 
training programs in the following areas: affirmative action, valuing diversity, harassment and 
discrimination, complaint investigation, performance appraisals and special training requested by 
agencies. Agency requests for training on sexual harassment has increased by 25% during the 
current biennium. 

3. General training programs for state and metropolitan agencies on the state's affirmative action 
program in the areas of workforce analysis, affirmative action goal setting, and reasonable 
accommodation are conducted on an annual basis. 

Discrimination Complaint Investigation 

1. investigations of affirmative action complaints which are filed based on protected characteristic; 
i.e. race, sex, age, disability, sexual preference, marital status, and religion have increased by 15% 
in the past 2 years. Agency intcJVention and problem solving in the early stages of complaint 
processing has had 2 positive results: 1) complaints have been quickly resolved in a less hostile 
environment for employees, and 2) the potential for large litigation oosts to agencies has been 
reduced. 

PROSPECrS: 

Successful program activity implementation for 1991-93 will depend on the following factors: 

1. The recent Supreme Court decisions on affirmative action programs, sexual harassment and 
discrimination, and revisions to the American Disabilities Act of 1990 continue to change 
affirmative action programs throughout the country. These recent decisions suggest an increase 
in the processing of complaints in these areas and the division must administer a state monitoring 
program and a state agency assistance program which is consistent with the new interpretations 
in order to resolve potential discriminating practices. 

2. Periodic surveying and progress reports to agencies during the fiscal year will assist them in 
meeting compliance requirements. 

3. The increase in applications from persons with disabilities through the supported work program 
and rigorous recruitment outreach has increased the demands for administration of testing and 
recruitment procedures. 

4. An awareness of affirmative action issues coupled with a greater diversity of the workforce has 
increased the need for service to agencies. EOD must continue to provide agencies and the 
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PROGRAM: Equal Opportunity 
(Continuation) 

Agency: Employee Relations, Department of 

19CJ2.-93 Biennial Budget 

general public with the information necessary to implement a state affirmative action program. 
Training in the areas of preventing sexual harassment, managing a diverse workforce, grievance 
handling and reasonable accommodations are ongoing training needs in every agency. Without 
these services, agencies are in a wlnerable situation for potential risks of discrimination. 

5. Recent Supreme Court decisions require that an affirmative action program have accurate and 
defendable data as it relates to implementing a goal oriented hiring program. Minnesota's 
affirmative action law requires the EOD to define goals to all of the state's job categories; 
therefore the program requires up-to-date methods of conducting workforce analysis and the usage 
of data that defends a numerical based hiring process, so as to assure a sound and legitimate goal 
setting program. 

PLAN: 

All current functions and activities of the Equal Opportunity Program will be maintained in F.Y. 
1992-93. Increased costs will be managed within base level funding by managing personnel costs, out­
of-state travel, subscriptions, and membership fees. 

GOVERNOR'S RECOMMENDATION: 

The Governor concurs with the agency's plan. 
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1992-1993 BIEN NI Al BUDGET 
(DOLLARS IN THOUSANDS) 

AGENCY: EMPLOYEE RELTNS,DPT 
PROGRAM: EQUAL OPPORTUNITY 

Est. 
ACTIVITY RESOURCE ALLOCATION: FY 1989 FY 1990 FY 1991 

EQUAL OPPORTUNITY 224 276 330 
=================================== =========== =========== =========== 
TOTAL EXPENDITURES BY ACTIVITY 224 276 330 

DETAIL BY CATEGORY: 
------------------
STATE OPERATIONS 224 276 330 
----------------------------------- ----------- ----------- -----------
TOTAL EXPENDITURES BY CATEGORY 224 276 330 

SOURCES Of FINANCING: 
---------------------
DIRECT APPROPRIATIONS: 

GENERAL 221 26 7 321 
STATUTORY APPROPRIATIONS: 

SPECIAL REVENUE 3 9 9 
=================================== =========== ==-=------- ==-=-------
TOTAL FINANCING 224 276 330 

FY 1992 

Adjusted Agency Governor 
Base Pian Re comm. 

320 320 320 
--- ----------- -----------
320 320 320 

320 320 320 
--- ----------- -----------
320 320 320 

311 311 311 

9 9 9 

--- ----------- -----------
320 320 320 

FY 1993 

Adjusted Agency Governor 
Base Pian Re comm. 

----------- ----------- -----------
327 327 327 
--- ----------- -----------
327 327 327 

327 327 327 
--- ----------- -----------
327 327 327 

318 318 318 

9 9 9 

--- ----------- -----------
327 327 327 
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AGENCY: EMPLOYEE RELTNS,DPT 
PROGRAM: GENERAL REDUCTION 

1992-1993 BIENNIAL BUDGET 
(DOLLARS IN THOUSANDS) 

FY 1992 

Est. Agency Governor 
ACTIVITY RESOURCE ALLOCATION: FY 1989 FY 1990 FY 1991 

Adjusted 
Base Plan Recolffll. 

GENERAL REDUCTION 
-----------------
TOTAL EXPENDITURES BY ACTIVITY 

DETAIL BY CATEGORY: 
----------------
STATE OPERATIONS 
----------------
TOTAL EXPENDITURES BY CATEGORY 

SOURCES OF FINANCING: 
---------------------
DIRECT APPROPRIATIONS: 

GENERAL 
STATUTORY APPROPRIATIONS: 
---------------
TOTAL FINANCING 

<422> 

<422> 

<422> 

<422> 

<422> 

<422> 

Adjusted 
Base 

FY 1993 

Agency Governor 
Plan Recomm. 

<551> 

<551> 

<551> 

<551> 

<551> 

<551> 
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199.2-93 BIENNIAL BUDGET 

PROGRM "{UCIURE 

AGENCY: FINANCE, DEPARTMENT OF 

PROGRAM PAGE 

MANAGEMENT AND ADMINIS1RATIVE SERVICES 

Commissioner's Office 
Administrative Services 

STATE ACCOUNTING SYSTEM 

Accounting Operations 
Central Payroll 
Systems Support 
Financial Reporting 

BUDGET ANALYSIS AND OPERATIONS 

Analysis and Control 
Budget Support 

CASH AND DEBT MANAGEMENT 

Cash and Debt Management 
Rural Finance Authority 

ECONOMIC ANALYSIS 

273 

275 

279 

282 

285 
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Department of Finance Organization Chart 7/1/90 

OFFICE OF COMMISSIONER 

Cur. Pos. 1.0 

ADMINISTRATIVE SERVICES 
.,.___ 

Cur. Pos. 13.0 

I I I I 
ACCOUNTING SERVICES BUDGET SERVICES CASH AND DEBT MANAGEMENT ECONOMIC ANALYSIS 

Cur. Pos. 70.0 Cur. Pos. 34.0 Cur. Pos. 8.0 Cur. Pos. 3.0 
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Department of Finance 

Position and Employee Status Information 

Position Reconciliation: Employees by Employment Status: 
Current Requested 

Authority: F.Y. 1991 For 6-30-93 6-30-90 

Legislative Complement: Full-Time Unlimited 121 
General Fund 129.0 129.0 Part-Time Unlimited 1 

Total Permanent Positions 129.0 129.0 Part-Time Temporary 1 
Intermittent 2 

Other Complement (FTE) 10.0 10.0 
TOTAL 125 

TOT AL Positions 139.0 139.0 

Employees 
on 6-30-90 125 
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AGENCY: Finance, Department of 1992-93 Biennial Budget 

MISSION: 

The Department of Finance is an executive branch staff agency. Its m1ssaon is to facilitate 
continuous improvement in the performance of state government for the people of Minnesota 
through the provision of information, analysis and financial management services designed to: 

• assure the integrity of the state's finances 
• monitor and report performance of state activities 
• communicate priorities and values 
• coordinate and facilitate policy development and implementation from a "whole state" 

perspective 

The Department serves the executive branch and, through the Governor, the other branches and 
governing units of the state. 

The Department provides the following services: 

• accounting 
• budgeting 
• cash management 
• debt management 
• economic analysis 
• financial consulting 
• financial reporting 
• payments 
• policy analysis 

The Department's success depends on its staff and their ability to manage information resources -
lo efficiently and accurately collect data, process it into useful information, and effectively apply that 
information to continuously improving the performance of the State. 

Credibility is the measure of the Department's success. 

MAJOR POLICY DRIVERS: 

The department receives its authority from the legislature through the statutes (primarily M.S. 16A) 
and session laws. Since legislative actions establish, modify and eliminate state funded programs, the 
department must constantly take its direction from the laws. In addition, the department actively 
provides infonnation to lawmakers in terms of the fiscal impact of pending legislation. Through 
these interactive process the legislature is a major user of department services. Conversely, the 
department must facilitate legislative intent as state funded activities are implemented. 

Administrative policies and procedures developed by other state agencies (including collective 
bargaining agreements) often become major factors driving policy decisions. Often these actions are 
required by statute and are beyond the control of the department. As th~ actions are implemented, 
the department may modify its procedures and practices significantly. 

The economic forecast, relating expected revenues and projected expenditures of state funds, continue 
to be a major policy driver for the Department and th~ state. The availability of funding for state 
and local programs and legislative initiatives is a key factor for all state policy makers in both the 
executive and legislative branches. Analysis of the major factors driving the economy, projections 
of expected revenues and expenditures, and close monitoring of the performance of both the economy 
and state revenues are essential to the forecast. Both executive and legislative branch decision 
makers use this information to determine the kinds and extent of state funded services that will be 
provided. 

Apart from the obvious economic considerations, actions by the federal government often drive major 
policy decisions. Changes in Federal funding often require major policy decisions at the state and 
local level. 

Various agencies with strong constituents provide considerable pressure for advancing their agendas. 
In addition, agencies demand fiscal services from the department that shape policy and system 
development. The accounting system, a major source of financial information is driven in part by 
the need to provide accurate and up to date information to all levels of management in the state. 
These internal pressures create policy directions the department must respond to. 

A major driver of not only department policy but state policy is the ratings given out by the various 
bond rating agencies. Actions by the department and the legislature are evaluated in terms of the 
security of state issued bonds. Actions the department (and legislature) take directly affect the 
interest rate on state bonds, and the corresponding cost of debt service. Obviously, the lower the 
rating of our bonds, the more the state pays in interest. 

Finally, perceptions of our major customers, the governor, legislature, the executive branch agencies 
and others become major policy drivers for the department. With commitment to integrity, 
professionalism, mutual respect, and our other values we clearly seek to provide the best information 
to policy makers to ensure continued improvement in the performance of the state. 

EXPLANATION OF BUDGET ISSUES AND ALIBRNATIVES: 

The primary emphasis for the Department of Finance is to enhance its information and knowledge 
capabilities by investing in system improvements creating improved statewide financial management 
capabilities to better serve the people of Minnesota. 

To accomplish this emphasis the department will: 

• 

·• 

• 

• 

Manage within its resources by redesigning and realigning services in several areas; 

Within available resources the department will manage its internal operations during the 
biennium through equalizing workloads between various internal divisions, cutting costs 
through investments in technology already made, and redesigning departmental services in 
line with our stated mission. 

Conduct an internally funded evaluation of the state's accounting and financial management 
systems and make appropriate recommendations to implement propose changesj 

The statewide accounting system is 20 years old, well past the age when technological 
advances suggest redesign. We are currently looking at the accounting system and the 
overall financial management systems used in state government. We intend to allocate F.Y. 
1992 funds towards beginning to redesign the Statewide Accounting System and Personnel 
Payroll System. Building on the evaluation conducted in F.Y. 1992 we will make specific 
proposals to the legislature. An alternative is to continue with the current systems, however, 
as systems age, it becomes more difficult to maintain them with older technology. 

Increase the share of staff devoted to creating and applying information vs gathering data; 
and 

Define department services and performance standards from a line agency perspective with 
emphasis on continuous improvement, simplification and a redefinition of controls and 
application of those standards to the fiscal challenge of F.Y. 1992-93. 
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AGENCY: FINANCE, DEPT Of 

PROGRAM RESOURCE ALLOCATION: 

MANAGEMENT & ADMINISTRATIVE SERVIC 
ECONOMIC ANALYSIS 
STATE ACCOUNTING SYSTEM 
BUDGET ANALYSIS & OPERATIONS 
CASH & DEBT MANAGEMENT 

FY 1989 
=========== 

1,483 
257 

4,550 
2,037 

281 

1992-1993 BI f N N . L BUDGET 
(DOLLARS IN THOUSANDS) 

FY 1990 
=======:i:i== 

1,226 
259 

4,478 
1,936 

295 

Est. 
FY 1991 

----------------------
1,273 

271 
4,699 
2,773 

308 

FY 1992 
-----------------------------------

AdJus"tefll Agency Gover-nor 
Base Pl.an Reoornm. 

----------- ----------- ---------------------- ----------- -----------
1,258 li,148 1,148 

277 287 287 
4,708 4,872 5,122 
2,312 2,318 2,316 

308 273 273 

----------- ----------- -----------
TOTAL EXPENDITURES BY PROGRAM 8 1 608 8 1 196 9,324 8,863 8,898 9,148 

SOURCES Of FINANCING: 

DIRECT APPROPRIATIONS: 
GENERAL 

STATUTORY APPROPRIATIONS: 
AGENCY 

---------------
TOTAL FINANCING 

8,268 

340 

8,608 

8,196 9,324 8,863 8,898 9,148 

=========== 
8,196 9i,324 8,863 8,898 9,148 

FY 1993 
-----------------------------------

Aa1.:1usted Agency Govetl"'nor-
Base Pl.an Recomm. 

=========== =========== ==========: 
1,.268 1,205 1,205 

280 300 300 
4,692 4,813 5,063 
2,304 2,286 2,286 

307 282 282 
=========== =========== =========== 

8,851 8,886 9,136 

8,851 8,886 9,136 

8,851 8,886 9,136 
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AGENCY: FINANCE, DEPT OF 

F.Y.91 FUNDING LEVEL 

BIENNIAL APPROPRIATIONS 
APPROPRIATIONS CARRIED FWD 
SALARY ANNUALIZATION 
DOCUMENTED RENT/LEASE INCR. 

TOTAL 
BIENNIAL TOTAL 

All FUNDS 
F.Y.92 F.Y.93 

BASE RECONCILIATION REPORT 
for 1992-1993 Biennium 

GENERAL FUND 
F.Y.92 F.Y.93 

----------- ----------- ----------- -----------
9,324 9,324 9,324 9,324 

<235> <235> <235> <235> 
<288> <288> <288> <288> 

81 60 81 60 
<19> <10> <19> <10> 

----------- ----------- ----------- -----------
8,863 8,851 8,863 8,851 

17,714 17,714 

OTHER STATE FUNDS FEDERAL FUNDS 
F.Y.92 F.Y.93 F.Y.92 F.Y.93 
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ACTIVL 
PROGRA.."'"' 

AGENCY: Finance, Department of 

199.2-93 Biennial Budget 

DECISION ITEM: Financing Inflationary Costs - Informational 

Dollars i11 Thousands 
F.Y. 1992 F.Y. 1993 F.Y. 1994 F.Y. 1995 

AGENCY PLAN: 

&penditwa 
General Fund - Inflation $ 305 $ 654 $ 654 $ 654 

- Reallocations (207) (619) (619) (fil2 
$ 35 $ 35 $ 35 $ 35 

Revenues 
General Fund $ 35 $ 35 $ 35 $ 35 

Requims statutory dwlge: X Yes No 
Statutes Affected: M.S. 16A17 and 474A 

ITEM SUMMARY: 

Following the Biennial Budget instructions salary projections assumed a 4.5% across the board 
increase for all employees. Salary costs were fully funded, assuming no vacancies. In addition, postal 
increases were projected at 20% to account for anticipated postal rate increases. Finally, changes 
in other department costs reflect an estimated 4.5% increase in rates and/or modest changes in 
anticipated volumes. Data processing operating costB reflect increases in expected transaction 
volumes with no anticipated rate changes. 

RATIONALE: 

The department reallocated funds by holding positions vacant; paying off a lease purchase agreement 
out of FY 1991 funds; redesigning certain internal procedures and lowering computer costs made 
possible by productivity investments in FY 1991; proposing state employees be paid every four weeks 
instead of every two weeks; and proposing an administrative fee to be paid by applicantB for bond 
allocations. Most of these actions or proposed actions have no impact outside of the agency. 
However, two actions have legislative implications: 

1. Four week payroll: A proposal for paying state employees every four weeks instead of every two 
weeks would save $70,000 in FY 1992 and $175,000 in FY 1993. In addition, agency personnel 
would have to enter payroll half as often saving staff time. Most of the direct agency savings 
would be in computer operating costs as this system would be run only half as often. Computer 
system modifications would require some programming costB in FY 1992 offsetting some of the 
potential savings. Current Jaw would have to be changed. 

2. Bond Allocation Administrative Fee: The department is responsible for the administration of 
the Minnesota Tax Exempt Bonding Allocation law. This responsibility was transferred to the 
department in FY 1990 costing approximately $40,000 per year. The department proposes to 
establish an administrative fee payable by issuers who are applying for a bond allocation. The 
amount of the fee would be $100 for each $500,000 in allocation received, rounded to the nearest 
$500,000. The minimum fee would be $100. Enabling legislation would have to be passed. 

}OVERNOR'S RECOMMENDATION: 

The Governor concurs with agency's plan with the exception of the four week payroll from this 
proposal of $70,000 in F.Y. 1992 and $175,000 in F.Y. 1993 savings must be reallocated from other 
department resources for this item. 
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PROGRAM: 
Agency: 

Management and Administrative Services 
Finance, Department of 

PROGRAM PURPOSE: 

1992--93 Biennial Budget 

The Management and Administrative Services Program provides agency leadership and administrative 
support enabling the other department programs to serve state agencies, the Governor and the 
Legislature. 

PERFORMANCE: 

This program provides: departmental leadership, payroll, personnel, training, budgeting and control, 
legislative liaison, office management, purchasing, clerical support, mail, statewide fiscal note 
coordination, state budget preparation, telecommunications, security, printing, and a host of 
administrative coordination with various agencies. Under current staffing levels the program meets 
only the basic department needs while using office automation extensively. 

Measurable results of these activities are: 

Effective departmental leadership: A current mission statement, a strategic plan and an annual 
departmental work plan will be in place at the beginning of each fiscal year 

Plan in Place 
F.Y. 1989 

Yes 
F.Y. 1990 

Yes 
F.Y. 1991 

Yes 

Prompt payment of agency bills and staff: The agency will exceed the 98% goal for prompt payment 
of its bills, and all staff will be paid on time 

Prompt Payment 
Employees Paid on Time 

F.Y. 1989 
94% 

100% 

F.Y. 1990 
98.8% 
100% 

Timely processing of fiscal notes: Executive branch fiscal notes will be delivered to the appropriate 
legislative committees within acceptable time frames. 

Bills Introduced 
Fiscal Notes Requested 

PROSPECI'S: 

F.Y. 1986 
1645 

233 

F.Y. 1987 
3254 
1985 

F.Y. 1988 
2175 

351 

F.Y. 1989 
3468 
1929 

F.Y. 1990 
2008 

380 

The agency continues to review all of its administrative systems to ensure that they are effective, 
efficient and meet the department's needs. Future developments in technology will provide 
opportunities for improved, less costly and better services and products. As appropriate and within 
funding limits, we will continue to incorporate these advancements into the office systems. 

Two alternatives for providing administrative services are: combining the administrative services of 
two or more staff agencies, possibly gaining some economies of scale and secondly, combining two 
or more staff agencies centralizing both the administration and management functions. 

Pl.AN: 

In order to manage within available resources for the biennium, we will not fill a current vacancy in 
the General Support section, saving $32,000 in each year. We expect to be able to continue 

supplying basic clerical services through the application of improvements in office technology such 
as the Local Area Network, and other productivity improvements. In addition, we will reallocate 
funds from a variety of areas saving $27,000 and $7,000 in FY 92-93 respectively. Finally, we will 
attempt to prepay our outstanding balance on equipment and furniture leases using FY 1991 funds, 
saving an additional $87,000 in FY 1992 and $81,000 in FY 1993. These funds will be reallocated 
to cover anticipated increased costs in other areas. 

GOVERNOR' RECOMMENDATION: 

The Governor concurs with the agency's plan. 
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AGENCY: FINANCE,, DEPT OF 
PROGRAH: MANAGEMENT & ADMINISTRATIVE SERVIC 

ACTIVITY RESOURCE ALLOCATION: 
-----========================--==== 
MANAGEMENT & ADMINISTRATIVE SERVIC 
=========---=================-
TOTAL EXPENDITURES BY ACTIVITY 

DETAIL BY CATEGORY: 
----------------
STATE OPERATIONS 
LOCAL ASSISTANCE 
=================================== 
TOTAL EXPENDITURES BY CATEGORY 

SOURCES OF FINANCING: 
---------------------
DIRECT APPROPRIATIONS: 

GENERAL 
STATUTORY APPROPRIATIONS: 

AGENCY 
---------------============-===---= 
TOTAL FINANCING 

FY 1989 
=========== 

1,483 

1,483 

1,482 
l 

======-======= 
1,483 

1,143 

340 

1,483 

1992-1993 BIEN NI Al 8 U D Sf T 
@DOLLARS IN THOUSANDS) 

FY 1990 
======:ai;;:: 

1,226 
=========== 

1,226 

1,226 

=======11c:: 
1,226 

1,226 

======::a••z:= 
1,226 

Est. 
FY 1991 

=========== 
1,273 

1,273 

1,273 

===--======== 
1,273 

1,273 

========== --
1,273 

FY 1992 

Adjusted Agency Governor 
Ba5e· Pian Reconvn. 

=========== =========== =========== 
1,258 1,148 1,148 
===== =========== =========== 
1,258 1,148 1,148 

1,258 1,148 1,148 

=-====-==== =========== =========== 
1,258 1,148 1,148 

1,258 1,148 1,148 

============ 
1,258 1,148 1,148 

AdJusteGI 
Ba5e 

=========== 
lio268 

1,268 

1,268 

----------------------1,266 

1,268 

=========== 
li,266 

fY 1993 

Agency 
Pian 

1»205 

1,205 

li,205 

----------------------
1,205 

Governor 
Recomm. 

=========== 
1,205 

=========== 
1,205 

1,205 

=========== 
1,205 

1,205 1,205 

=========== =========•= 
1,205 1,205 
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PROG& Stale Accounting System 1992--93 Biconial Budget 
Ager.a ... .,. Finance, Department of 

PROGRAM PURPOSE: 

The Accounting Services Division provides statewide accounting and payroll systems and services lo 
process, record and report agency financial transactions. These systems and services incorporate a 
system of internal controls to assist in assuring compliance with appropriate financial principles, 
policies and legal requiremenas. 

PERFORMANCE: 

The department has maintained controls to assure the integrity of the state's financial operations and 
financial information. The state's comprehensive annual financial reports have earned unqualified 
audit opinions and have received the Certificate of Achievement for Excellence in Financial 
Reporting for the past five years. Other measures of the division's success in meeting key 
pedormance objectives are shown in the following table. 

F.Y. 1988 F.Y. 1989 F.Y. 1990 
Major control weaknesses reported in audits 
of the division's statewide systems or operations None None None 

Percent of time vendor and payroll warrants 
produced when scheduled 100% 100% 100% 

Percent of time on-line systems are available 
during working hours 98.9% 99.2% 98.5% 

Although the division has provided a great deal of financial information to many users and in many 
forms, many users have said that their information needs for managing and decision making are not 
being met by the current systems. The accounting system was not designed in a way that facilitates 
its use as a management decision support system. In addition, the system does not collect and report 
some needed information. For example, decision makers are unable to get stale expenditure 
information by function from the system. 

The systems do not provide the ease of use and user efficiencies that newer systems provide. For 
example, several agencies would like to be able to electronically feed payment and other transactions 
from their own systems to the accounting system, rather than manually enter data. The current 
system does not provide this capability, except in limited circumstances. There is much other manual 
work that could be reduced by system edits, reconciliations. and report flexibility in more up-to-date 
systems. 

The Personnel/Payroll System generally meets users' needs for information. However, the system is 
at risk because many changes, mandated by law or by collective bargaining agreements, have been 
made by using side processes that are not part of the payroll system itself. Rather, they intedace 
with the payroll system during payroll calculation. The requirements were met in this way because 
of a lack of both time and resources to modify the main payroll system. The increasing number of 
these processes, as more and more requirements are added, increases the risk that the state will not 
be able to pay its employees on time. 

The Statewide Accounting System is almost 20 years old, and the Personnel/Payroll System is over 
10 years old. Although the systems have been updated over the years, funds have not been available 
in more recent years to modify or replace the systems to take advantage of newer technology and 
meet changing needs. 

Findings of Strategic Information Plan: 

The department's strategic information plan, based on the results of interviews with 72 people from 
22 organizations, concluded that the Statewide Accounting System continues to pedorm its basic 
accounting functions well, but does not fulfill all user needs for management and analytical 
information. It is based on older technology, is inflexible and difficult to change, and will not 
interface well with modem applications such as electronic data interchange and imaging. The plan 
says that because this system "represents the primary infrastructure for financial information for the 
state, and because the system is nearly 20 years old and technically very out-of-date, serious 
consideration should be given to setting in motion a financial information system redesign and 
development project." 

The plan says the Personnel/Payroll System "is highly rated in terms of the information that it 
provides to users but ... is lime consuming and difficult to operate and maintain and may be in 
danger of crashing." It also says that the external modules attached to PPS over the years "are 
destabilizing the system and creating a need for major modification or redesign." 

PROSPECfS: 

The department has been able to operate the systems, produce the payroll and vendor payments, 
maintain financial controls and provide information to users in the past. Current trends suggest 
challenges to its ability to continue to do so in the future. In recent years, as the department's 
Statewide Accounting System (SWAS) and Personnel/Payroll System (PPS) have experienced steadily 
increasing volumes, the department bas managed to carry out its responsibilities, in spite of staff 
reductions, by becoming more efficient and by taking advantage of automation, both in the 
mainframe systems and by using personal computers. 

Examples of Increases in Volumes in Recent Years 
(Percentages are increases over prior year) 

F.Y. 198S F.Y. 1986 F.Y. 1987 F.Y. 1988 ,E.Y. 1989 

SWAS System 
Transmissions 7.63% 9.64% 3.70% 3.77% 15.80% 
Appropriation Accounts 5.05% 4.05% -.22% 13.47% 8.09% 
Warrants per Pay Day 0.75% 0.69% 0.31% 1.39% 3.97% 
SW AS Payment 
Summary Records 16.07% 10.71% 11.44% 7.64% 13.50% 

F.Y. 1990 

11.41% 
10.45% 
3.58% 

1274% 

Increasing transaction volumes resulting from more use of the systems by agencies, requests for 
information, and new requirements that are becoming more complex, combined with limited 
resources, will mean that the department will have to increase productivity further in order to 
maintain services and controls. The stalewide financial systems must be operated lo pay employees 
and vendors, and must meet legal requirements. If the department cuts back on reports and 
information, managers and decision makers in other agencies either will not get the information they 
need to manage and to make good decisions, or they will develop duplicative systems to provide the 
information. 

The lack of adequate resources to meet the increasing demands for system use and functionality, 
creates a risk of not being able to provide needed information and having to cut back on internal 
financial controls designed to assure the integrity of the state's financial operations and information. 
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PROGRAM: State Accounting System 
(Continuation) 

Agency: Finance, Department of 

PLAN: 

1992-93 Biennial Budget 

A major objective of the department is to improve the management of state government through the 
redesign of the state's financial management principles, policies, operations and systems. The 
department has started to work towards this objective, and plans to continue to do so in the 1992-
93 biennium. To assist in meeting this objective, the department has reallocated $166,000 in F.Y. 
1992 to the redesign of the Statewide Accounting System. 

The department must continue to operate the statewide accounting and payroll systems, produce 
warrants (checks) to pay vendors and employees, and comply with increasingly complex legal 
requirements. 

In order to provide resources for the redesign of the Statewide Accounting System, and to cover cost 
increases in salaries and supply/expense items, increasing volumes and growing complexities in the 
systems, other program costs wiU have to be reduced. 

In order to manage within the BASE level funding, the department will: 

1. Reduce data processing costs by paying all state employees that are on the central payroll system 
every four weeks rather than every two weeks. 

Statutory changes are required to change the frequency of state employee payroll payments, 
authorize a transition period and transition plan, and adjust payroll deductions to the transition 
schedule and new four-week schedule. 

All impacts on state employees can be mitigated by providing for payroll advances to employees 
at the beginning of the transition period, to be paid back through the payroll during the transition 
period. 

2. Reduce salary costs by reducing the number of positions. This will include leaving vacant a 
number of positions that were recently vacated or that will become vacant prior to or during the 
biennium, realigning work loads, and redesigning work. 

Since staff reductions could result in decreasing the Department of Finance's direct financial 
control of agencies, emphasis will be placed. on enhancing the quality of controls within agencies. 
In this way the integrity of the state's finances can be maintained. 

3. Reduce other costs by presorting vendor payment warrants by zip code before mailing for postage 
savings, and by discontinuing some reports produced by the systems. 

GOVERNOR'S REOOMMENDATION: 

The Governor recommends the funding as requested except for the following; a biennial increase 
of $500,000 to begin to redesign the Statewide Accounting System. In addition, the Governor does 
not recommend reducing payroll costs by paying employees on a 4-week payroll rather than every 
2-weeks. 
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AGENCY: FINANCE, DEPT OF 
PROGRAM: STATE ACCOUNTING SYSTEM 

ACTIVITY RESOURCE ALLOCATION: 

STATE ACCT SYSTEM 
=========-------=============-----= 
TOTAL EXPENDITURES BY ACTIVITY 

DETAIL BY CATEGORY: 
----------------
STATE OPERATIONS 
----------------
TOTAL EXPENDITURES BY CATEGORY 

SOURCES Of FINANCING: 
---------------------
DIRECT APPROPRIATIONS: 

GENERAL 
STATUTORY APPROPRIATIONS: 
---------------
TOTAL FINANCING 

FY 1989 

4,550 
========-== 

4,550 

4,550 
----------------------

4,550 

4,550 

=-========== 
4,550 

1992-1993 BIEN NI Al BUDGET 
!DOLLARS IN THOUSANDS) 

FY 1990 
============ 

4,478 
=======:n:== 

4,478 

4,478 
============ 

4,478 

Es1:. 
FY 1991 

4,699 

4,699 

4,699 

4,699 

4,478 4,699 

4,478 4,699 

Adjusted 
Base 

----------------------
4,708 

4,708 

4,708 

4,708 

FY 1992 

Agency Governor 
Plan Re comm. 

----------- -----------
4,872 5,122 

----------- -----------
4,672 ~,122 

4,672 

4,872 

5,122 

5,122 

4,708 4,872 5,122 

4,708 4,872 5,122 

AdJusted 
Base 

----------------------
4,692 

4,692 

4,692 
===== 
4,692 

4,692 

4,692 

FY 1993 

Agency 
Plan 

4,813 

4,813 

4,813 
----------------------

4,813 

4>813 

4,813 

Governor 
Recomm. 

5,063 
=========~= 

5,063 

5,063 

5,063 

5,063 

----=====i=-
5,063 
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ACTIVITY: 
PROGRAM: 

AGENCY: 

State Accounting System 
State Accounting System 
Finance, Department of 

DECISION ITEM: Redesign Statewide Financial Systems 

1992-93 Biennial Budget 

Dollars in Thousands 
F.Y. l\J92 F.Y. 1993 F.Y. 1994 F.Y. 1995 

GOVERNOR'S RECOMMENDATION: 

Expenditures 
General Fund 

Revenues 
General Fund 

Requires statutory change: 
Statutes Affected: 

ITEM SUMMARY: 

$ 250 

$ -0-

Yes __ X __ No 

$ 250 $ 14,500 $ -0-

$ -0- $ -0- $ -0-

Funds are requested to begin to redesign the state's key financial information and operating systems, the 
Statewide Accounting and Personnel/Payroll Systems. The redesign of these systems will facilitate improved 
management accountability and provide a foundation for the development of a statewide Executive Information 
System. Funds are needed in F. Y. 1992 and F.Y. 1993 to develop a detailed plan, including development and 
operating cost estimates, for new systems. Authority is requested to move funds between the 2 years. This 
request includes 1 position in F. Y. 1992 and 2 additional positions in F. Y. 1993. Funds will be requested for 
F.Y. 1994 for design, development and implementation of the new systems. The additional $14.5 million is 
estimated at this time and will be refined as part of the plan. There is a potential need for approximately an 
additional $5 million to complete the project in F.Y. 1995. 

The new systems will be based on the Department of Finance's Principles of Financial Management. The 
systems must be flexible, meet both statewide needs and the common needs of individual state agencies, and 
interface efficiently with other state financial systems. They must also provide managers and other decision 
makers with the information they need to manage their budgets and their operations. 

The Information Policy Office supports funding this planning effort and considers strategic planning as the first 
step in the process. 

BACKGROUND: 

The department's strategic information plan, based on the results of interviews with 72 people from 22 
organizations, concluded that the Statewide Accounting System does not fulfill all user needs for management 
and analytical information. It is based on older technology, is inflexible and difficult to change, and will not 
interface well with modem applications such as electronic data interchange and imaging. The plan says that 
because this system "represents the primary infrastructure for financial information for the state, and because 
the system is nearly 20 years old and technically very out-of-date, serious consideration should be given to 
setting in motion a financial information system redesign and development project.• 
The plan says the Personnel/Payroll System "is time consuming and difficult to operate and maintain and may 
be in danger of crashing." It also says that the external modules attached to PPS over the years "are 
destabilizing the system and creating a need for major modification or redesign." 

KEY STATISTICS/FINANCING/IMPACT: 

Accounting System Transmissions 
Warrants per Pay Day (Average) 

RATIONALE/OPTIONS: 

F.Y. 1990 

8,180,754 
39,802 

F.Y. 1991 

9,000,000 
41,200 

F.Y. 1992 

10,000,000 
42,600 

F.Y. 1993 

11,000,000 
44,100 

The state depends on its statewide accounting and payroll systems to pay vendors and employees, comply with 

related legal provisions, control spending within budgets, and provide information on the state's financial 
condition and financial operations. The existing systems are old and are built on old technology. They require 
much manual intervention to operate and use. They do not meet the operational and information needs of state 
government. The state needs up-to-date systems to enable it to meet continually changing requirements and 
to provide needed financial information to the Governor, Legislature, citizens, management and others. New 
systems become increasingly important to facilitate management accountability as state government is 
restructured. The successful development of an Executive Information System for use by key state decision­
makers depends upon the replacement of these old systems. 

BASE: 

General Fund Expenditures (OOO's) 
General Fund Positions 

F.Y. 1990 F.Y. 1991 F.Y. 1992 F.Y. 1993 

$ 4,478 
67.0 

$ 4,699 
67.0 

$ 4,708 
62.0 
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PROGf 
Ag ... _ ✓-

Budget Analysis and Operations 
Finance, Department of 

PROGRAM PURPOSE: 

19'J2.-93 Biennial Budge: 

This program serves the Governor and Legislature by coordinating budget development communi­
cating and monitoring compliance with appropriation laws and fiscal policy. The Budget Services 
Division is responsible for developing and managing budget policy for slate finances within a 
framework of statewide financial management principles. SeIVices provided are unique and integral 
to achievement of the agency's strategic goals and attainment of statewide financial objectives. Major 
program objectives relate to the agency's mission as follows: 

1. Assure the integrity of the state's finances: 

1111 Monitor and project operating fund balances, focusing on current and future expenditure 
commitments and revenue changes; 

111 Analyze the impact on state finances of various proposals, track fiscal legislation and coordinate 
the fiscal notes process; 

11 Develop, communicate and ensure compliance with state laws and policy relating to spending, 
accounting and financial reporting; 

1111 Review annual spending plans for conformity with legislative intent and monitor current year 
spending; 

111 Providing financial reports and other information as required to ensure accountability. 

2. Communicate financial priorities and expectations: 

111 Develop options and recommendations for the Governor's operating and capital budgets; 
1111 Communicating executive branch fiscal and budget policy to governmental entities and monitor 

compliance with established policy; 
1111 Explain fiscal issues to the public. 

3. Monitor and report on the cost, performance and value of state activities: 

1111 Provide fiscal, fund and budget analyses to the Governor, legislators and agencies; 
1111 Conduct program and policy evaluations and recommend financial and policy changes when 

warranted. 

4. Facilitate consideration of policy agendas within a ''whole state" perspective: 

1111 Communicating policy governing financial outlook, budget development and annual spending 
plans so that the process is clear and equitably applied across all entities. 

1111 Assist in representing the Governor's budget recommendations and initiatives, review proposed 
legislation and agency initiatives, and identify budgetary implications. 

PERFORMANCE: 

Budget Development: Producing the Governor's biennial and supplemental budgets is the program's 
highest priority function. The fiscal outlook for the next biennium required significant changes to 
the traditional budget process. The Division succeeded in implementing substantive changes to the 
budget process and budget format. The on-line budget information system (BIS) was also modified 
to support revised information requirements. Managing changes within this new process will provide 
the Governor and Legislature information appropriate to the fiscal outlook enabling priority setting 
and results-oriented resource allocation decisions. Consideration of capital budget reforms suggested 
by the Department of Finance package are currently under joint executive and legislative branch 
review. 

Fmancial and budgetary reporting: Critical and timely information is provided to i; makers 
through projections of revenues and expenditures for a minimum of two biennia. Th,;;···...Jivision's 
forecast of general fund baseline finances in February, 1990, identified future problems and resulted 
in 1990 legislative action lo eliminate shortfalls in the current and next biennium while preseIVing 
the budget reseIVe. 

Size of General Fund budget reviewed: 
Formal forecasts / updates released: 
Number of state funds monitored: 
Summary historical data (years maintained): 

Actual 
F.Y. 1989 

$6M 
9 

85 
13 

Actual 
F.Y. 1990 

$ 6.7M 
6 

80 
14 

Actual 
F.Y. 1991 

$ 7.4M 
8 

80 
15 

Minnesota's ability to respond prudently to fiscal requirements is a primary determinant of how the 
state's fiscal management is viewed in the financial community. Minnesota's general obligation bond 
ratings (Aa, AA+) are among the 10 highest in the nation. High positive national rankings for 
financial management are directly related to activities of this Division. 

Fmancial .Analysis: The division routinely contributes program and policy analysis options to meet 
Executive and legislative needs. Financial analysis and coordination within the Division contributed 
directly to development of inter-agency initiatives. Examples include the Governor's 1990 Crime 
Package and children' initiative, and Year of the City proposals. 

Number coordinated fiscal initiatives: 
Budget decision items reviewed: 
Fiscal Notes reviewed: 

Actual 
F.Y. 1989 

10 
1,127 
1,929 

Actual 
F.Y. 1990 

11 
199 
514 

Actual 
F.Y. 1991 

10 
600 

1,929 

The Legislative Advisory Commission and fiscal note processes are coordinated by this Division. 
Analyses and recommendations on issues governing agencies' funding or position requests streamlines 
the normal scheduled and interim legislative processes. The Division also analyses all fees and rates 
for reasonableness and cost recovery, prepares an annual Fee Report to the Legislature, and 
produces the statewide indirect cost plan which recovers more than $8 million annually for the state. 

Actual Actual Actual 
F.Y. 1989 F.Y. 1990 F.Y. 1991 

Number LAC items reviewed: 87 115 135 
Rate Packages reviewed: 15 15 15 
Fee reviews conducted: 225 230 230 
Indirect Cost Recoveries $9.8M $11.2M $9.0M 

Implementing Statewide Financial policy: Frequent contact with agency management and accounting 
personnel ensures budget oversight and enhances financial accountability, policy communication and 
identifying seIVice needs of agencies. The division continuously monitors state spending and advises 
on legislative intent and legality of transfers and expenditures. Monitoring legal and policy compliance 
requires a substantial portion of the division's resources. 

Actual Actual Actual 
F.Y. 1989 F.Y. 1990 F.Y. 1991 

Annual spending Plans reviewed: 3,600 3,700 3,600 
Number agencies/entities: 135 137 138 
Budget riders enacted: 60 37 60 
Appropriation accounts monitored: 3,400 3,460 3,370 
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PROGRAM: Budget Analysis and Operations 
(Continuation) 

Agency: Finance, Department of 

1992-93 Biennial Budget 

No independent objective standards to assess performance exist, however service standards are being 
developed. Production of annual budget policies and instructions, consistent and equitable application 
of stated policies, and early problem resolution are essential to effective budget implementation. 

Oienl satisfaction: Results and effectiveness of division activities are measured by considering the 
appropriateness, timeliness and value to external clients including the Governor, Legislature, agencies, 
other governmental units, the media and the public. Results produced are commonly in the form 
of information, judged by accuracy and credibility. Value added to the financial management 
processes which is evidenced by a high level of acceptance and action on resulting proposals. The 
division maintains a high reputation for professionalism and reliability. 

PROSPECI'S: 

Funding constraints: The department's budget was reduced by 2.5% in F.Y. 1991. Considering the 
implications of baseline budget constraints, the department faces an implicit additional 10 percent 
reduction over the 1992-93 budget period. Many of the activities are determined by statutory 
requirements (M.S.16A and others) which limit options for changes and reductions in workload. 

Budget process: The budget process implemented significant changes this biennium to provide a 
results-oriented focus and to direct attention to baseline funding and value added of underlying 
programs. This represented a significant departure from past incremental budget practices, where 
minimal attention was given to base requests and emphasis was on new programs and "change levels." 
Next steps in continued implementation and improvement need to be addressed. A more functional 
reporting and review process would benefit both the Executive and Legislative branches. 

Budget and financial management systems: The last biennium saw the development of 4 new cost 
systems: The biennial budget system (BBS), the Fiscal Note System (FNS), the Education System 
and the Education Aids System. Each contains data used by the others, and the systems require 
better integration. Mainframe usage costs have risen considerably and a minicomputer/LAN system 
to replace or supplement mainframe usage is under evaluation. 

Small agency needs: Financial management assistance needs of smaller agencies is often inversely 
related lo size; smaller, less experienced, staffs require greater assistance. The division has 
centralized small agency support services and reduced executive budget officer roles in providing 
technical assistance. At the same time, changes in procedures have been implemented to reduce the 
work required by small agencies in preparing budget requests and annual budget submissions. 

Fund and fee proliferation: The creation of special funds and dedicated user fees to finance 
government activities has also affected the workload of the Division, as monitoring other funds, rates 
and fees requires effort that might be directed to more proactive evaluation of government activities. 
Sustaining the momentum of the fund consolidation begun in 1991, and continued scrutiny of any 
new fee proposals are priorities for the coming biennium. 

Pl.AN: 

11 Constraints 

Substantive changes will be accomplished without additional resources. Latitude for initiatives is 
limited due to reductions to the agency's base by the 1990 Legislature. All increased funding 
requirements will be financed through internal reallocation among programs. 

Two positions will be eliminated for F.Y. 1991, and will remain vacant for the biennium. In 

Budget Planning, a professional level Inter-Governmental Coordinator position will not be filled. 
lbis position would coordinate information on federal and state-local finances. A second 
management level position, which prepared the indirect cost plan, reviewed and approved rates 
and fees, will be eliminated in Budget Operations. The work associated with this position will be 
distributed to other divisions to equalize workloads. 

In addition, 1 executive budget officer position will be reduced. The impact will be less policy 
analysis, most likely in the areas of pension and salary compensation issues which should be 
assumed by the Department of Employee Relations. 

11 Data ~ing 

High mainframe system operating costs create budget constraints within the division. Budget 
support faces a contradiction in attempting to encourage unlimited agency and legislative access 
to budget information systems within fixed appropriation limits. The division has redirected 
$250,000 in current year spending to implement a proposal for a minicomputer/LAN network. 
This implementation would result in long-term savings of in excess of $100,000 in F.Y. 1993 
compared to current operating costs and provide unlimited access to executive and legislative 
branch users. 

11 Better budgeting and accountability 

·Tue division will implement changes designed to modify current approaches to the application of 
financial management controls and accountability. Reexamination of current responsibilities will 
be accompanied by delegation of some financial management responsibilities to agencies and levels 
having direct responsibility for spending and accountability. Executive budget officer functions 
will be directed to examination of financial issues and base resource allocation decisions, clarifying 
fiscal implications of policy choices, and facilitating better long-term planning. These changes are 
consistent with an application of financial management principles to activities throughout the 
department. 

Proposed changes to M.S. 16A will be submitted to reflect this reduction in activities relating to 
control. These changes will place accountability in agencies at corresponding levels where spending 
decisions are made and implemented. Alternatives methods will be proposed in complement 
control, rate reviews and fee approval activities. 

11 Legislative/agency assistance 

Modification of the fiscal notes process is a service re-design initiative begun in 1991, which will 
continue to be refined through the 1992-93 biennium. Quicker response to Legislators through 
less paper work and access to on-line information will improve the timeliness and utility of data 
provided. 

Periodic surveys of clients will be developed and refined during the 1992-93 biennium. efforts will 
be targeted to enhancing services directed to agencies and the legislature and to achieve greater 
efficiency in operations. 

GOVERNOR'S RECOMMENDATION: 

The Governor concurs with the agency's plan. 
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AGENCY: FINANCE, DEPT OF 
PROGRAM: BUDGET ANALYSIS & OPERATIONS 

ACTIVITY RESOURCE ALLOCATION: 

BUDGET ANALYSIS & OPERATIONS 
=================================== 
TOTAL EXPENDITURES BY ACTIVITY 

DETAIL SY CATEGORY: 
----------------
STATE OPERATIONS 
-----------------------------------
TOTAL EXPENDITURES BY CATEGORY 

SOURCES OF FINANCING: 
---------------------
DIRECT APPROPRIATIONS: 

GENERAL 
STATUTORY APPROPRIATIONS: 
---------------
TOTAL FINANCING 

FY 1989 
----------------------

2,037 

2,037 

2,037 

2,037 

2,037 

2,037 

1992-1993 8 IE N NI AL BUDGET 
«DOLLARS IN THOUSANDS) 

Es-t. 

FY 1990 FY 1991 
======:::::ii;;:: ----------------------

1,938 2,773 
============ -========-= 

1,938 2,773 

1,938 2,773 
:::::::::::::::::::::a,:11::::::: ===== 

1,938 2,773 

1,938 2,773 

=========== 
1,938 2,773 

Adjus'ted 
Base 

----------------------
2,312 

2,312 

2,312 

2,312 

2,312 

2,312 

FY 1992 

Agency 
Pl.an 

----------------------
2io318 
===== 
2,318 

2,318 

2,318 

2,318 

2,318 

Gover-nor­
Recomm. 

----------------------
2,318 

2,318 

2,318 

2,318 

2,318 

2,318 

AdJus'teal 
Base 

----------------------
2,304 

2,304 

2,304 

2,304 

2,304 

2,304 

FY 1993 

Asency 
Pl.an 

2,286 

2,286 

2,286 

2,286 

2,286 

2,286 

Gover-nor­
Reoomm. 

2,286 

-----------
2,286 

2,286 
=========== 

2,286 

2,286 

=========== 
2,286 
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PROm 
Agency: 

Cash and Debt Management 
Finance, Department of 

PROGRAM PURPOSE: 

1992-93 Biennial Budge.. 

The Division establishes banking seIVices for state agencies, accesses the capital markets to provide 
financing for capital projects and capital equipment, administers the slate's tax exempt bonding 
allocation law and provides the administration for the Rural Finance Authority's farm real estate loan 
programs. 

PERFORMANCE: 

The division has provided: 

1. Continuous, efficient, convenient, effective banking seIVices. 

All bank accounts are competitively bid every bid three years. Accounts are awarded to banks based 
upon the lowest cost to the state. Payments to the banks are made through leaving compensating 
balances with the banks. 

Depository Accounts 
Revenue Accounts 

No. m 
15 

Cum:m Biennium 

Compemaaing 
BaJanoc 

$2 Million 
$21 Million 

2. Capital financing on time at the lowest possible cost. 

State general obligation bonds are sold by competitive bid. 

No. 
310 

16 

Pn:viou&Biennium 

Cnmpemaling 
Balance 

$1 Million 
$19 Million 

The Delphis Hanover Scale is a daily index: of tax exempt bond interest rates for each bond credit 
rating. The table below shows a comparison of the average rate to investors on the state's bonds 
compared to the Delphis Hanover rates on AA+ and AA bonds on the date of the bond sale. 

July, 1987 
July, 1988 
August, 1989 
July, 1990 

($ in Millions) 

Amount 
$200 

200 
225 
200 

Stalc'a 
Coupon Bood 

...B!!!: Rating 
6.42% Aa/AA + 
6.64 Aa/AA+ 
6.64 Aa/AA+ 
6.90 Aa/AA+/AA+ 

1m1atoo· 
Rate 
6.28% 
6.48 
6.52 
6.77 

Delphia 
l-laocM:£ Scale 

AA+ 
6.28% 
6.56 
6.55 
6.15 

AA 
6.43% 
6.70 
6.65 
6.85 

The Master Lease Program and the individual Lease Purchase financings are all competitively bid 
with the financing awarded to the bidder with the lowest rate of interest. 

F.Y. 1990 F.Y.1989 F.Y.1988 

Master Lease $10 million $4.3 million $5.0 million 

Lease Purchase $1.90@ 7.11% $.34@ 7.18% $5.10 @ 6.58% 
.27@ 7.48% .78@ 7.35% 1.10@ 6.69% 

2.70@ 7.39% 3.00@ 7.58% 
.19@ 7.63% 

5.06 million $4.12 million $6.20 million 

3. Applicants for tax exempt bonding allocation received current and accurate infom. 

Applications and Allocations (Calendar Year): 

... 

1989. 

1990 

Received 64 applications. Allocated $215,300,000 to 57 issuers. Seven applications 
were denied totaling $47,538,000. 

Received 55 applications. Allocated $217,650,000 to 53 issuen. Two applications 
were denied totaling $5,925,000. 

4. Open communication, flexibility and expedient responsea to informational request and financial 
proposals for the RF A loan programs. 

Loan Volume 

FY89 Received 106 applications. Approved 91 loans funding $9,306,000 of sales. 
Disapproved 15 applications on $1,551,000 of aales. 

FY90 Received 82 applications. Approved 73 loans funding $7,635,000 of sales. 
Disapproved 9 applications on $931,000 of sales. 

FY91 Estimate 75 to 80 applications under current programs. 

PROSPEC.rS: 

1. State agencies will continue to need their cx:isting banking seIVices. Electronic banking provides 
an opportunity to improve how the state does it'a banking. 

2. There are currently $500 million in authorized but unissued bond authorizations to be financed 
in future years. An additional $200 million in bonds arc estimated to be sold in both fiscal 
years 1992 and 1993. State agencies will continue to purchase capital equipment on a lease 
purchase basis. 

3. The dollar amount of the tax exempt bonding allocation will grow about $2 million per year. 
The number of applications received is apected remain al about the current level. 

4. Demand for the Rural Finance Authority's loan programs is based upon overall agricultural 
economics and certain federal farm programs. The number of loan applications now being 
received is below expectations. 

~: 

1. Applicants for tax exempt bonding allocation will be charged an administrative fee. This fee 
is expected to generate $35,000 annually. The legislature must pass enabling legislation to 
implement this provision. 

2. The duties of the indirect cost· and the rate review functions of the Budget Division will be 
transferred to the Cash and Debt Management Division. This is a reassignment of work to 
existing employees. 

PAGE 282 



PROGRAM: 
Agency: 

Cash and Debt Management 
Finance, Department of 

PROGRAM PURPOSE: 

19CJ2-.93 Biennial Budget 

The Division establishes banking services for state agencies, accesses the capital markets to provide 
financing for capital projects and capital equipment, administers the state's tax exempt bonding 
allocation law and provides the administration for the Rural Finance Authority's farm real estate loan 
programs. 

PERFC>RMANCE: 

The division has provided: 

1. Continuous, efficient, convenient, effective banking services. 

All bank accounts are competitively bid every bid three years. Accounts are awarded to banks based 
upon the lowest cost to the state. Payments to the banks are made through leaving compensating 
balances with the banks. 

Depository Accounts 
Revenue Accounts 

No. 
335 

15 

Current Biennium 

Compensating 
Balance 

S2Miiiioii 
$21 Million 

2. Capital financing on time at the lowest possible cost. 

State general obligation bonds are sold by competitive bid. 

No. 
310 

16 

Previous Biennium 

Compensating 
Balance 

$1Miiiioii 
$19 Million 

The Delphis Hanover Scale is a daily index of tax exempt bond interest rates for each bond credit 
rating. The table below shows a comparison of the average rate to investors on the state's bonds 
compared to the Delphis Hanover rates on AA+ and AA bonds on the date of the bond sale. 

July, 1987 
July, 1988 
August, 1989 
July, 1990 

($ in Millions) 

Amount 
$200 

200 
225 
200 

State'a 
Coupon Bond 

Rate ~ 
6.42% Aa/AA+ 
6.64 Aa/AA+ 
6.64 Aa/AA+ 
6.90 Aa/AA+/AA+ 

IDYeston' 
Rate 

628% 
6.48 
6.52 
6.77 

Delphia 
HaDOYer" Scale 

AA+ 
6.28% 

6.56 
6.55 
6.15 

AA 
6.43% 
6.70 
6.65 
6.85 

The Master Lease Program and the individual Lease Purchase financings are all competitively bid 
with the financing awarded to the bidder with the lowest rate of interest. 

Master Lease 

Lease Purchase 

F.Y. 1990 

$10 million 

F.Y. 1989 

$4.3 million 

$.34@ 7.18% 
.78@ 7.35% 

3.00@ 7.58% 

F.Y.1988 

$5.0 million 

$5.10@ 6.58% 
1.10@ 6.69% 

$1.90 @ 7.11 % 
.27@ 7.48% 

2.70@ 7.39% 
.19@ 7.63% 
$5.06 million $4.12 million $6.20 million 

3.Applicants for tax exempt bonding allocation received current and accurate information. 

4. 

Applications and Allocations (Calendar Year): 

1989 Received 64 applications. Allocated $215,300,000 to 57 issuers. Seven applications 
were denied totaling $47,538,000. 

1990 Received 55 applications. Allocated $217,650,000 to 53 issuers. Two applications 
were denied totaling $5,925,000. 

Open communication, 0exibility and expedient responses to informational request and financial 
proposals for the RFA loan programs. 

Loan Volume 

FY89 Received 106 applications. Approved 91 loans funding $9,306,000 of sales. 
Disapproved 15 applications on $1,551,000 of sales. 

FY90 Received 82 applications. Approved 73 loans funding $7,635,000 of sales. 
Disapproved 9 applications on $931,000 of sales. 

FY91 

PROSPECI'S: 

Estimate 75 to 80 applications under current programs. 

1. State agencies will continue to need their existing banking services. Electronic banking provides 
an opportunity to improve how the state does it's banking. 

2. There are currently $500 million in authorized but unissued bond authorizations to be financed 
in future years. An additional $200 million in bonds are estimated to be sold in both fiscal 
years 1992 and 1993. State agencies will continue to purchase capital equipment on a lease 
purchase basis. 

3. The dollar amount of the tax exempt bonding allocation will grow about $2 million per year. 
The number of applications received is expected remain at about the current level. 

4. Demand for the Rural Finance Authority's loan programs is based upon overall agricultural 
economics and certain federal farm programs. The number of loan applications now being 
received is below expectations. 

Pl.AN: 

1. Applicants for tax exempt bonding allocation will be charged an administrative fee. This fee 
is expected to generate $35,000 annually. The legislature must pass enabling legislation to 
implement this provision. 

2. The duties of the indirect cost and the rate review functions of the Budget Division will be 
transferred to the Cash and Debt Management Division. This is a reassignment of work to 
existing employees. 

GOVERNOR'S RECOMMENDATION: 

The Governor concurs with the agency's plan. 
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AGENCY: FINANCE, DEPT Of 
PROGRAM: CASH & DEBT MANAGEMENT 

ACTIVITY RESOURCE ALLOCATION: 
-===================---------------
CASH & DEBT MANAGEMENT 
----------------------
TOTAL EXPENDITURES SY ACTIVITY 

DETAIL BY CATEGORY: 
----------------
STATE OPERATIONS 
----------------
TOTAL EXPENDITURES BY CATEGORY 

SOURCES Of FINANCING: 

DIRECT APPROPRIATIONS: 

FY 1989 

281 

281 

281 

281 

1992-1993 BIEN NI Al BUDGET 
(DOLLARS IN THOUSANDS) 

Es't. 
FY 1990 FY 1991 

=======-~== =========== 
Z95 308 

--- -----------295 308 

295 
=======:111=== 

295 

308 

308 

FY 1992 

Adjusted Agency 
Base Pian 

306 273 

--- -----------
308 273 

308 

308 

273 

'273 

Governor 
Recomrn. 

=========== 
273 

273 

273 

273 

GENERAL 281 295 308 308 273 273 
STATUTORY APPROPRIATIONS: 
=================================== =========== =========== =========== =========== =========== =========== 
TOTAL FINANCING 281 295 308 308 273 273 

Aa1;usted 
Base 

307 

307 

307 
=========== 

307 

FY 1993 

Agency 
Pian 

262 

282 

282 

282 

Governor 
Recomrn. 

=========== 
282 

282 

282 
=========== 

282 

307 282 282 

----------- ----------- --------
307 282 282 
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PROGRAM: 
Agency: 

Economic Analysis 
Finance, Department o[ 

PROGRAM PURPOSE: 

19n-93 Biennial Budget 

The Economic Analysis Section provides the Commissioner o[ Finance with information about 
expected state revenues. A key part o[ that mission is anticipating and informing the Commissioner 
about risks to the forecast due to changes in the national or state economy. 

PERFORMANCE: 

The quality o[ the information provided in the periodic revenue forecasts is the key criterion for 
judging the performance o[ the Economic Analysis Section. This includes more than the accuracy 
of the forecast. Informal updates on the economy and revenues, explanations o[ how changes in the 
economy are likely to affect revenues, and most important, information on the risk involved in the 
forecast are essential items o[ information provided by EAS staff. 

Economic Analysis Section normally produces two forecasts each year. This biennium revenue 
estimates have changed only slightly between forecasts. Revenues [or FY 1990-91 were estimated 
to total $12.267 billion in March, 1989 after adjusting for legislative action in the special legislative 
session. The November, 1989 revenue forecast was for $12.229 billion--a reduction o[ $38 million 
or 0.3 percent. The February, 1990 forecast was for $12.263 billion--an increase of $34 million or 
0.3 percent. Actual receipts for FY 1990 were $28.3 million (0.5 percent), above forecast. A stable 
tax system and the absence of a large national economic fluctuations have contributed greatly to the 
accuracy of recent forecasts. But, a number o[ states, many with much larger revenue forecasting 
staffs than Minnesota, were faced with revenue shortfalls of $300 million or more in 1990. 

PROSPECfS: 

1. Two revenue forecasts per year plus quarterly comparisons of actual receipts and estimated 
revenues will continue to be required. 

2. Economic analysis staff will continue to provide data and economic assistance to other state 
agencies when requested. 

Pl.AN: 

The Department o[ Finance will continue to produce the state revenue forecast. 

The state economist position will remain a half-time contract position. 

GOVERNOR'S RECOMMENDATION: 

The Governor concurs with the agency's plan. 

PAGE 285 



AGENCY: FINANCE, DEPT Of 
PROGRAM: ECONOMIC ANALYSIS 

ACTIVITY RESOURCE ALLOCATION: 
====-============================== 
ECONOMIC ANALYSIS 
-----------------
TOTAL EXPENDITURES BY ACTIVITY 

DETAIL BY CATEGORY: 
----------------
STATE OPERATIONS 
----------------
TOTAL EXPENDITURES BY CATEGORY 

SOURCES OF FINANCING: 
---------------------
DIRECT APPROPRIATIONS: 

GENERAL 
STATUTORY APPROPRIATIONS: 
---------------
TOTAL FINANCING 

FY 1989 

257 

257 

257 

257 

257 

257 

1992-1993 BIEN NI Al BUDGET 
(DOLLARS IN THOUSANDS) 

FY 1990 

259 
=========== 

259 

259 
=========== 

259 

259 

========i.== 
259 

Est. 
FY 1991 

271 

271 

271 

271 

271 

271 

AdjUS'ted 
Base 

277 

277 

277 

277 

277 

----------------------
277 

FY 1992 

Agenay 
Plan 

287 
----------------------

287 

287 

287 

Governor 
Recornrn. 

287 

287 

287 

287 

287 287 

----------- ---------------------- -----------
287 287 

Adjusted 
Base 

280 

280 

280 

280 

280 

----------------------
280 

FY 1993 

Agency 
Plan 

300 

300 

300 

300 

300 

300 

Governor 
Recottvn. 

=========== 
300 

300 

300 

300 

300 

----------------------
300 
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AGENCY: Tort Claims 19'12-93 Biennial Budget 

MISSION: 

To pay tort claim judgements against a state agency which cannot be paid from that agency's 
appropriate accounts. 

MAJOR POLICY DR~RS: 

As specified in M.S. 3.736, subdivision 7, a state agency, including an entity defined as part of the 
state in Section 3.732, Subdivision 1, incurring a tort claim judgement or settlement obligation shall 
seek approval to make payment by submitting a written request to the Commissioner of Finance. 
If the Commissioner of Finance determines that the agency has sufficient money in its appropriation 
accounts, the claim will be paid from these accounts. Otherwise, the payment will be made from the 
appropriation made to the Commissioner of Finance for tort claim payments. 

EXPLANA110N OF HUDGET ISSUES AND ALIBRNATIVES: 

The budget request is based on the historical trend of tort claim payments. 

GOVERNOR'S RECOMMENDATION: 

The Governor concurs with the agency's plan. 
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AGENCY: TORT CLAIMS 
PROGRAM: FIN MISC NON OPERATING 

ACTIVITY RESOURCE ALLOCATION: 
==========-======================== 
NON-PROGRAMMATIC 
=========--==================--==== 
TOTAL EXPENDITURES BY ACTIVITY 

DETAIL BY CATEGORY: 
----------------
STATE OPERATIONS 
----------------
TOTAL EXPENDITURES BY CATEGORY 

SOURCES OF FINANCING: 
---------------------
DIRECT APPROPRIATIONS: 

GENERAL 
GAME AND FISH 
TRUNK HIGHWAY 

STATUTORY APPROPRIATIONS: 
-------------------=-============== 
TOTAL FINANCING 

FY 1989 

629 

629 

629 
====-====== 

629 

450 
15 

164 

1992-1993 BIEN NI Al BUDGET 
(DOLLARS IN THOUSANDS) 

!Est. 
fY 1990 FY 1991 

=========== ----------------------
768 1,070 

=======•=== =========--
768 1,070 

768 1,070 
========i=== ----------------------

768 1.,010 

49 557 
32 

719 481 

Adjusted 
Base 

----------------------
919 

919 

919 
----------------------

919 

303 
16 

600 

FY 1992 

Agency 
Pl.an 

----------------------
919 

919 

919 
----------------------

919 

303 
16 

600 

Gover-nor 
Recornm. 

----------------------
919 

919 

919 
----------------------

919 

303 
16 

600 

=========== ========~== =========== ----------- ----------- -----------
629 768 1,070 919 919 919 

Adjusted 
Base 

919 

919 

919 
----------------------

919 

303 
16 

600 

FY 1993 

Agency 
Pl.an 

919 

919 

919 

919 

303 
16 

600 

Gover-nor­
Recornm. 

919 
=a== 
919 

919 

919 _ 

303 
16 

600 

=========== =========== =========== 
919 919 919 
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AGENCY: TORT CLAIMS 

F.Y.91 FUNDING LEVEL 

BIENNIAL APPROPRIATIONS 
APPROPRIATIONS CARRIED FWD 

TOTAL 
BIENNIAL TOTAL 

ALL FUNDS 
F.Y.92 F.Y.93 

1,070 

<16> 
<135> 

919 

BASE RECONCILIATION REPORT 
for 1992-1993 Biennium 

l, 07 0 

<16> 
<135> 

919 
1,838 

GENERAL FUND 
F.Y.92 F.Y.93 

557 

<254> 

303 

557 

<254> 

303 
606 

OTHER STATE FUNDS 
F.Y.92 F.Y.93 

513 

<16> 
119 

616 

513 

<16> 
119 

616 
1,232 

FEDERAL FUNDS 
F.Y.92 F.Y.93 
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AGENCY: Contingent Accounts 1992-93 Biennial Budget 

MISSION: 

Contingent accounts are appropriations made from several state funds to provide supplemental 
funding for emergencies or other stipulated purposes. · 

The release and subsequent expenditure of this funding requires the approval of the Governor after 
consultation with the Legislative Advisory Commission (LAC). The LAC provides legislative review 
of the use of these funds during interim periods when the legislature is not in session. 

With the approval of the Governor, supplemental funding for specific purposes is transferred to 
individual agency budgets, thus expenditure history appears in each agency's budget. 

EXPLANATION OF BUDGET ISSUES AND ALTERNATIVES: 

These appropriations shall be expended with the approval of the Governor after consultation with 
the LAC pursuant to M.S. 3.30. 

If an appropriation in this request for either year is insufficient, the appropriation for the other year 
is available for it. 

General Purpose Contingent Accounts 

General Fund 
Workers Compensation Special Fund 
Special Revenue Fund 
Trunk and Highway Fund 
Highway User Tax Distribution Fund 

GOVERNOR'S RECOMMENDATION: 

(Dollars in Thousands) 

F.Y. 1992 

$1,250 
100 
250 
200 
125 

F.Y. 1993 

$1,250 
100 
250 
200 
125 

The Governor concurs with the agency's plan to provide an additional 2 million for the biennium to 
provide for unforeseen emergencies in the General Fund. 
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AGENCY: CONTINGENT ACCOUNTS 
PROGRAM: NON PROGRAMATIC 

ACTIVITY RESOURCE ALLOCATION: 
==========-======================== 
NON PROGRAMATIC 
---------------
TOTAL EXPENDITURES BY ACTIVITY 

DETAIL BY CATEGORY: 
----------------
STATE OPERATIONS 

FY 1989 

==============================----= -----------
TOTAL EXPENDITURES BY CATEGORY 

SOURCES Of FINANCING: 
---------------------
DIRECT APPROPRIATIONS: 

GENERAL 
STATE GOVT SPEC REV 
TRUNK HIGHWAY 
HGHWY USER TAX OISTR 
WORKERS COMP SPECIAL 

STATUTORY APPROPRIATIONS: 
---------------
TOTAL FINANCING 

1992-1993 BIEN NI Al BUDGET 
!DOLLARS IN THOUSANDS) 

FY 1990 
=======••== 

=========== 

=======•=== 

Es1:. 

FY 1991 

1,923 

1,923 

1,923 

1,923 

659 
414 
400 
2.50 
200 

Adjusted 
Base 

925 

92.5 

925 
=== 
925 

250 
250 
200 
12.5 
100 

FY 1992 

Agency 
Pl.an 

=========== 
925 

925 

925 

925 

250 
250 
200 
12.5 
100 

Governor 
Recomm. 

1,925 

1,925 

1,925 

-----------
1,925 

1,250 
250 
200 
12.5 
100 

=======a1:1:: ----------- ----------- ----- .......... -

1,923 925 925 1.92.5 

AG1;1usted 
Base 

925 

925 

925 

925 

250 
250 
200 
12.5 
100 

fY 1993 

Agency 
Plan 

=======-==== 
925 

925 

925 

925 

250 
250 
200 
125 
100 

Governor 
Recomm. 

=========== 
1,925 

1,925 

1,925 
=========== 

1,925 

1,250 
250 
200 
125 
100 

----------- ----------- -----------
925 925 1,925 

PAGE 291 



AGENCY: CONTINGENT ACCOUNTS 

F.Y.91 FUNDING LEVEL 

ONE-TIME APPROPRIATIONS 
APPROPRIATIONS CARRIED FWD 

TOTAL 
BIENNIAL TOTAL 

ALL FUNDS 
F.Y.92 F.Y.93 

1,923 

<180> 
<818> 

BASE RECONCILIATION REPORT 
for 1992-1993 Biennium 

GENERAL FUND 
F.Y.92 F.Y.93 

1,923 659 659 

<180> <180> <180> 
<818> <229> <229> 

OTHER STATE FUNDS 
F.Y.92 F.Y.93 

1,264 l, 264 

<589> <589> 
----------- ----------- ----------- ----------- ----------- -----------

925 925 250 250 675 675 
1,850 500 1,350 

FEDERAL FUNDS 
F.Y.92 F.Y.93 
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ACl1VffY: ,C Contingency l 9'12-93 Biennial Budgt.:l 
PROGRAM: I .AC Contingem.-y 

AGENCY: Legislative Advisory Commillce 

DECISION fl'EM: Legislative Advisory Commission Increase 

GOVERNOR'S RECOMMENDA'llON: 

Expenditures 
General Fund 

Revenues 
ficncral Fund 

Requires statutory change: 
Stalutcs Affected: 

rmM SUMMARY: 

Yes 

FY. 1992 

$ l,000 

$ -0-

X 

Dollars in ll1ousands 
F.Y. 1993 F.Y. 1994 

$ 1,000 $ 1,000 

$ -0- $ -0-

No 

Request for additional funding for the Legislative Advisory CDmmission (I.AC). 

BACK(iROlJND: 

F.Y. 1995 

$ 1,000 

$ -0-

Contingent accounts are appropriations made from several state accoun1s lo pruvidc supplcmcnlal 
funding lor emergencies. 

'll1c release and subsequent expenditure of lhis funding requires the approval of the (iovernor after 
consultation with the Legislative Advisory Commission (I.AC). The LAC provides legislative rc'Vic'W 
of the use of these funds during 111terim pc11od:, wlic11 lilt'. kg1:-.b1111e 1:, 1101 111 :,c:,:-.1on. 

With the approval of the Governor, emergency funding for spt.:c1lic purposes is.·,r,rnsfened to 
individual agency budgets, by the Depanment of Finance. 

RA'llONAI J ~OP'llONS: 

General Fund contingent appropriations have decreased significantly in the last 10 years from 
$8,300,000 per biennium in 1980-191:H lo the prcscnl $500,000 in 1990-1991, during this same period 
General Fund expenditures increased from $7 billion in 1980-198 l to approximately $ I 4 billion in 
1990-1991. Additional contingent funds will provide a greater lkx1hilt1y to the executive branch in 
providing c:mergen<.-y support lo agencies, especially in a tune of downward adjustments to age1H.-y's 
budgets. 

,' 
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AGENCY: Employee Pension Contributions l 9'J2-93 Biennial Budget 

PURPOSE: 

Governor Carlson believes that during periods of economic recession, when the citizens of Minnesota 
are less able to afford higher truces, and private sector employees risk pay reductions, government 
must find a way -- a fair and just way -- for public employees lo contribute toward the solution of 
the state's temporary, but serious financial circumstances. 

Compensation to Minnesota's approximately 245,000 state and local public employees is about $7 
billion annually. Personnel costs will, inevitably, be included in any resolution to the budget problem: 
But reductions in force are only one way, and a crude way, of factoring those costs into the solution. 

The Governor feels strongly that an equitable means of allowing public employees to participate in 
the current budget adjustment process must be found. Mass layoffs, while they would certainly drive 
down costs, are neither equitable, nor in the long-run, effective. Layoffs impact most severely those 
least able to recover from the financial shock. For those who find alternative employment, 
government would lose many talented individuals in whose professional development it has a 
considerable investment. While some layoffs may indeed occur, the Governor believes that a more 
just policy would involve some contribution toward the budget adjustment by all public employees 
in the state. 

GOVERNOR'S RECOMMENDA'IlON: 

The Governor recommends that for the next two years only, while the state is working its way out 
of its fiscal problems, employer contributions to public employee retirement plans be reduced and 
employee contributions be increased. 

The impact of these adjustments on employer pension costs for state agencies, higher education 
institutions, school districts, and other local governments is summarized in the following table: 

Stale Agencies FY. l?'J2 F.Y. l'J'H Biennium 

General Fund $ (10,301) $ (10,301) $ (20,602) 
State Govt. Special Revenue (78) (78) (156) 
Natural Resources (74) (74) (148) 
State Airports ( 41) ( 41) (82) 
Game & Fish (391) (391) (782) 
Trunk Highway (3,693) (3,693) (7,386) 
Highway User Distrib. (91) (91) (182) 
Workers' Compensation Special (215) (215) (430) 
Environmental (115) (115) (230) 

Sub-Total $ (14,999) $ (14,9'J9) $ (29,9'J8) 

Post-Secondarv r~ucation (18,679) (18679) (37,358) 
School Districts (58,886) (58,886) (117,772) 
Other Local Governments (33,138) (33,138) (66,276) 

TOTAi~ $(125,702) $(125,702) $(251,404) 

Amounts rellected ahove for state agencies will be reduced from the agency appropriations. The 
Governor recommends that the savings for post-secondary education, school districts, and other 
governmental units be retained by those units to fund their priorities. 

REVISED GOVERNOR'S RECOMMENDATION: 

As of March 28, 1991, the Governor does not recommend this proposal 1bc most mceot forecast 
indicates that obligations in the coming biennium can be met through other expenditure adjustmenl&. 

RE' ED 3/28/91 



AGENCY: EMPLOYEE PENSION CONTRIBUTIONS 

PROGRAM RESOURCE ALLOCATION: 
-----------------------------------

TOTAL EXPENDITURES BY PROGRAM 

SOURCES OF FINANCING: 
---------------------
DIRECT APPROPRIATIONS: 
STATUTORY APPROPRIATIONS: 

FY 1989 

1992-1993 BIENNIAL BUDGET 
{DOLLARS IN THOUSANDS} 

Est. 
FY 1990 FY 1991 

Adjusted 
Base 

FY 1992 

Agency 
Pian 

----------------------------------- ----------- ----------- -----------
TOT AL FINANCING 

Governor 
Recomm. 

Adjusted 
Base 

FY 1993 

Agency 
1 

Pl.an 
Governor 

Recomm. 

REVISED 3f28fJl 
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Position Reconciliation: 

Authority: 

Legislative Complement: 
General Fund 
Federal 

Total Permanent Positions 

Employees 
on 6-30-90 

Human Rightr 'epartment of 

Position and Employee Status Information 

Current, Requested 
F.Y. 1991 For 6-30-93 

68.5 68.5 
1.5 1.5 

--
70.0 70.0 

65.0 

Employees by Employment Status: 

6-30-90 

Full-Time Unlimited 63.0 
Part-Time Unlimited 2.0 

TOTAL 65.0 
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AGENCY: Human Rights, Department of 19n-93 Biennial Budget 

MISSION: 

The Minnesota Department of Human Rights is the state agency charged with administering and 
enforcing the Minnesota Human Rights Act, Minnesota Statutes, Chapter 363. The mission of the 
department is to effectuate the public policy of the State of Minnesota, stated in M.S. 363, to secure, 
for persons in it, freedom from discrimination. 

To implement this mission, the department has 3 goals. 

1. To eliminate unfair discriminatory practices by investigating charges of discrimination to determine 
whether there is probable cause to believe a violation of the law has occurred and resolving 
complaints by agreement of the parties or through litigation. 

2. To promote voluntary compliance with the Minnesota Human Rights Act by educating the public 
about the law, the practices it prohibits, and individual rights, responsibilities, and remedies under 
it. 

3. To encourage the creation of employment opportunities for minorities, women, and persons with 
disabilities by reviewing and approving affirmative action plans of bidders for public contracts as 
specified in the Minnesota Human Rights Act and monitoring the implementation of such plans 
for covered contractors. 

The department works cooperatively with federal, state, and local human rights agencies and 
organizations to meet a common mission with mutual goals and shared responsibilities. It also works 
cooperatively with state and local agencies, as well as private business entities, to assist them in 
meeting their obligations under M.S. 363. Finally, it assists individual residents of the state in 
securing their rights under the law. 

MAJOR POLICY DRIVERS: 

The major policy driver is the Minnesota Human Rights Act. It clearly establishes the purpose of 
the department. Most of the policies, procedures, and practices of the department are defined by 
M.S. 363 or derived from it. Section 12 of M.S. 363 states the public policy of the State of 
Minnesota. It declares: 

1. It is the public policy of this stale to secure for persons in this state, freedom from discrimination: 
a. in employment because of race, color, creed, religion, national origin, sex, marital status, 

disability, status in regard to public assistance, and age; 
b. in housing and real property because of race, color, creed, religion, national origin, sex, marital 

status, disability, status with regard to public assistance, and familial status; 
c. in public accommodations because of race, color, creed, religion, national origin, sex, and 

disability; 
d. in public services because of race, color, creed, religion, national origin, sex, marital status, 

disability, and status with regard to public assistance; and 
e. in education because of race, color, creed, religion, national origin, sex, marital status, disability, 

status with regard to public assistance, and age. 

Such discrimination threatens the rights and privileges of the inhabitants of this state and menaces 
the institutions and foundations of democracy. 

2. It is also the public policy of this state to protect all persons from wholly unfounded charges of 
discrimination. Nothing in the law shall be interpreted as restricting the implementation of 
positive action programs to combat discrimination. 

3. The opportunity to obtain employment, housing and other real estate, and full and equal 
utilization of public accommodations, public services, and education institutions without such 
discrimination as is prohibited by the law is hereby recognized as and declared to be a civil right. 

The department's activities are also influenced by federal civil rights legislation. Under work sharing 
agreements with the U.S. Equal Employment Opportunity Commission and the U.S. Department of 
Housing and Urban Development, the department investigates jointly filed cases. The General Fund 
is partially reimbursed for the department's costs when such cases are investigated according to time 
lines, rules and procedures established by the federal agencies. 

The Contract Compliance provisions of M.S. 363 encourage the creation of employment opportunities 
for minorities, women, and disabled persons by requiring that state agencies do business only with 
equal opportunity/affirmative action employers. Under rules adopted in June 1985, the Contract 
Compliance Unit must review and approve affirmative action plans of business entities before they 
are certified to bid on state contracts or receive state funds. It provides technical assistance to 
help businesses prepare or revise affirmative action plans to meet certification requirements and 
correct problems in employment policies and practices. The Contract Compliance Unit also monitors 
the implementation of approved plans after certification 

RECENT BUDGET HISTORY: 

Over a period of years prior to F.Y. 1985, a large backlog of cases developed because more charges 
were filed than were closed. In F.Y. 1985, the legislature authorized a staff increase to eliminate 
the backlog and maintain the caseload at an acceptable level. Since F.Y. 1985, there has been a net 
increase of only 1 position in the department's authorized staffing level. More resources have been 
devoted to enforcement during that time but only by making internal reallocations of positions, 
staff, and assignments. 

In eliminating the backlog and trying to close cases expeditiously, the department was subject to 
complaints that it accepted too many cases because potential charges were not being carefully 
screened and that its investigations were not thorough enough to appropriately resolve all cases. 
Beginning in F.Y. 1987, the department placed a higher priority on the quality and thoroughness of 
screening and investigation. A separate intake unit was created and staffed by some of the most 
experienced investigators so potential charges could be screened more carefully and accurately. 
Investigative procedures have also been revised to increase productivity. 

1. At Tier 1, or intake, the department responds to over SSO individuals per week who contact the 
department for information or assistance. About 15% of these contacts are potential charges 
from persons believing that they may have been subjected to illegal discrimination. Potential 
charges are screened to promptly identify and dispose of complaints which are not in the 
jurisdiction of the department and to prioritize charges to allow concentration of limited public 
resources on cases that warrant substantial inquiry. When appropriate, potential charging parties 
are referred to a local human rights commission, which attempts to resolve the dispute using the 
no-fault grievance process, or to a dispute resolution service, where voluntary mediation is 
attempted, prior to the filing of a formal charge. 

2. All charges docketed by the department, other than those taken in by the Mobile Unit, are sent 
to Tier 2. The purpose of Tier 2 is to give immediate attention to all new charges, so they do 
not risk getting stale in the investigative queue and to attempt to resolve cases with simple issues 
or little merit as soon as possible so they leave the system quickly. The Tier 2 unit provides up 
to 3 hours of processing per charge within the first 45 days. If a charge cannot be resolved by 
settlement or disposition within this time, the charge is sent to 1 of 4 Tier 3 units responsible for 
the investigation of more complex cases. 

3. Each Tier 3 unit specializes in investigating 1 or more of the areas of discrimination prohibited 
by M.S. 363. Enforcement Officer (EO's ), in Tier 2 and Tier 3, investigate charges of 
discrimination and attempt to resolve charges through a variety of techniques, including 
negotiation and conciliation. If probable cause is found to believe that illegal discrimination has 
occurred and attempts at conciliation fail, the commissioner may issue a complaint and begin 
litigation using legal services provided by the Attorney General's office. Each investigative unit 
has education and outreach responsibilities for its specialty area issues. Productivity of EO's has 
been increased by increasing the involvement of the supervisory staff in the day-to-day 
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management of investigations. The supervisor works with the investigator to detail a series of tasks 
that need to be accomplished within a specific time frame. The supervisor monitors all cases 
assigned to his/her unit to ensure that they progress appropriately through the investigative process. 

In 1986, the department has established the Mobile Unit to provide comprehensive enforcement 
services throughout Minnesota. The unit maintains regularly scheduled office hours in Mankato, 
Rochester, Willmar, Bemidji, Moorhead, and Duluth. The Mobile Unit, while processing charges in 
all areas of discrimination, spends roughly equal portions of its time in education and outreach as 
in investigation. 

Legislative amendments to the contract compliance portion of the M.S. 363 have expanded and 
clarified the scope of this effort which has resulted in an increased workload for the Contract 
Compliance Unit. In addition, M.S. 363 requires companies to provide data on their operations both 
within Minnesota and outside of it. This has increased the number of companies requiring 
certificates and the amount of data they must supply. The workload in this unit is such that 
monitoring of plan implementation suffers in order for the unit to provide timely review of 
applications for new and renewed certificates of compliance. 

Performance Indicators: F.Y. 1990 F.Y. 1991 F.Y. 1992 fil'.::..1223 

CHARGE INVESTIGATION 
Inquiries/Assistance Requests Handled 

Information Only 13,145 14,460 15,900, 17,500 
Potential Charges 3,887 4,535 5,000 5,500 
Other Assistance/Referrals 4,105 4,805 5,300 5,800 
Total 21,137 23,800 26,200 28,800 

Charges Filed 
With Department 1,675 2,000 2,200 2,420 
With Federal or Local Agencies 480 400 400 400 
Total 2,155 2,400 2,600 2,820 

Cases Closed 
By Department 1,527 1,644 1,644 1,540 
By Federal or Local Agencies 270 300 300 300 
Total 1,797 1,944 1,944 1,804 

Caseload at end of Fiscal Year 
Department 1,608 1,964 2,520 3,400 
Federal or Local Agencies 676 776 876 976 
Total 2,284 2,740 3,396 4,376 

Cases open over 6 Months 
Department Only 771 964 1,419 2,190 

CONTRACT COMPLIANCE 
Tech. Assistance Contacts Handled 8,000 8,000 8,000 8,000 
Affirm. Action Plans Review/Cert 
of Compliance Issued 1,032 1,000 1,000 1,000 

Certified Contractors at end of Fiscal Year 1,980 2,000 2,000 2,000 
Contract Compliance Reports 

Number Received 4,000 4,000 4,000 4,000 
Number Reviewed 2,000 2,000 2,000 2,000 

On-site Compliance Reviews Conducted 10 10 10 10 

EXPLANATION OF BlIDGET ISSUES AND ALIBRNATIVES: 

As described above, the department carries out 2 statutorily mandated activities: inves .. " .... on of 
charges of illegal discrimination and the certification of bidders for state contracts. In both these 
areas, the demand for services is anticipated to increase or remain constant while the department's 
resources will probably decrease. This will cause significant workload problems during the next 
biennium. 

A continuing strain on department investigative resources is anticipated. Even conservative 
projections indicate the department's caseload will increase by about 10% per year through F.Y. 
1993. (To date in F.Y. 1991, charges are being filed at a rate 25% higher than at the same time 
in F.Y. 1990.) And an increasing number of cases are complex, resource demanding cases such as 
the St. Paul Firefighters and the Greater Minnesota Corporation cases. Through changes in 
organization, procedures, and technology, the department has increased and will continue to increase 
the productivity of its employees. Realistically, however, there is a limit to how many investigations 
can be conducted in a comprehensive and conscientious manner by even the most productive 
investigator. Tr:ying to push employees to produce past this level is counterproductive because it 
decreases morale of the department's skilled and committed staff and increases staff frustration and 
turnover. Therefore, unless the number of investigators is increased, the department also has a 
productivity reiling. Thus, the department must maintain or, ideally, increase its investigative staff 
if it is to effectively manage its workload, given the increasing demand for its services in combating 
illegal discrimination. 

In the contract compliance area, the department is able to review affirmative action plans submitted 
by contractors, requesting certification or recertification, on a comprehensive and timely basis. 
However, a recent Legislative Auditor's report criticized the level of monitoring conducted on 
construction and other contracts during the time those contracts are in effect, to ensure that stated 
goals are being achieved. Yet the department does not have the resources to increase its monitoring 
efforts without decreasing its efforts in other areas, such as reviewing plans or providing technical 
assistance. AU these are equally important facets of the contract compliance effort, but the 
monitoring has to be sacrificed. Creating delays in the certification process by taking resources away 
to increase monitoring would have a significant detrimental impact on all purchasing and contracting 
done by state and local agencies. 

In spite of a desperate need for additional resources, this budget request was prepared under the 
assumption that no additional funding will be available and the department will have to absorb 
ordinary cost increases due to inflation or employee salary increases. The amount the department 
anticipates a need to absorb is about $80,000 in the first year and $200,000 in the second. 

The department will attempt to manage its litigation budget in such a manner that $50,000 can be 
taken from this budget in each year of the biennium to manage the anticipated salary inflation. 

· Because litigation is a crucial component in effectively enforcing Minnesota's antidiscrimination laws, 
such a reduction would be carried out through judicious management of the reduced litigation 
resources and innovative efforts to develop alternative legal research and litigation resources to 
augment those of the department. This will be possible only if 2 assumptions are proven true over 
the biennium. The first assumption is that the number cases the department will be attempting to 
litigate remains relatively constant and that none of the cases involve extremely lengthy or complex 
litigation. If it becomes necessary to litigate another case on the scale of the one involving the Saint 
Paul Firefighters, the budget will be insufficient to generate any savings. The second assumption in~ 
volves a legislative rider the department received during the last biennium, which exempted it from 
being required to reimburse the Attorney General for legal services rendered for the department 
directly on behalf of individual residents or groups of residents of the state seeking enforcement of 
their rights under the law. Like other state agencies, the department pays the attorney general for 
department administrative services, but the rider recognizes that services for individuals are a unique 
obligation of the state not intended be borne solely by the department. The Legislature enacted the 
rider because it recognized that the requirement to pay for Attorney General services was 
inappropriate for this situation, and because the department was never appropriated adequate funding 
after this requirement was enacted in 1985. If this rider is not reenacted, the department will face 
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a $300,000 financial obligation it cannot ~ibly absorb without disastrous consequences to its ability 
to meet its statutory responsibilities. 

The only other viable means of alleviating the shortfall, is through salary reductions by eliminating 
positions or holding them vacant. The balance of $30,000 in the first year and $150,000 in the 
second year will have to be generated in this manner. However necessary it may be, generating 
savings in this manner has a detrimental impact on the department's ability to provide services man­
dated by statute or public policy. In the first year, the department will generate the required savings 
by eliminating or holding vacant a professional level or higher management or administrative position. 
This will require the placing of additional burdens on the remaining staff, as the functions of the 
position eliminated cannot be eliminated and must be reassigned to others who already have multiple 
responsibilities. The Department is required by statute to have a Deputy Commissioner. In spite 
of this, it has been previously been suggested that this position be eliminated. Currently, that 
position's responsibilities include receiving and recommending the disposition of appeals, reviewing 
recommended determinations, coordinating legislation and policy development, etc. These 
responsibilities would fall back on the Commissioner and other members of the management team 
who already have a variety of responsibilities of their own. If the eliminated position is one of the 
others that fit the administrative/management definition, the issues are similar. 

The problem in the second year is even harder to deal with. It is anticipated that 3 or 4 additional 
positions will have to be held vacant. One position in management or administration will be held 
vacant. This position will probably be a temporary, unclassified systems analyst. This position was 
estabished to replace the department's computer system which currently utilizes University of 
Minnesota hardware and software that the University is discontinuing. This project will take until 
late F.Y. 1992 to complete, so the position cannot be eliminated before then without facing the risk 
of having no computer system. Once the project is completed, however, the department anticipates 
an annual saving in computer charges of about $20,000 per year. This saving will be used to offset 
inflationary cost increases in office rent and litigation. 

Unfortunately, at least 2 of the other position reductions will have to come from enforcement staff. 
This means that, at a time when the department is experiencing a dramatic increase in charge filings, 
it will be reducing the staff needed to resolve these cases. This will compound anticipated problems 
managing the caseload. If the department must live with reduced resources over the next biennium, 
its caseload problems at the end of the biennium will be enormous. The open caseload will nearly 
double between F.Y. 1990 and F.Y. 1993, and the number of cases taking more than 6 months to 
investigate will nearly triple. 

Since F.Y. 1985, when the department received its last significant staff increase, the number of 
charges filed has increased by over 60% annually. It has not been easy, but the department has 
increased productivity and avoided a backlog of uninvestigated cases. This year, for the first time, 
charges filed will so far outstrip the department's capacity, that the caseload will be at a critical level. 
In reality, the department needs 10 additional positions in the next biennium to ensure the caseload 
can be reduced to a manageable level, given anticipated increases in charges filed and projected 
ability to close cases at differing staff levels. The problems the department was created to address 
are difficult and will be continuing. The outlook, based on this budget request, has severe 
implications which endanger the State of Minnesota's ability to continue its role as an enlightened 
national leader in the encouragement of human rights and equal opportunity and in the combat of 
illegal discrimination. 

GOVERNOR'S RECOMMENDATION: 

The Governor concurs with the agency's plan. 
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1992-1993 BIENNIAL BUDGET 
(DOLLARS IN THOUSANDS) 

AGENCY: 
PROGRAM: 

HUMAN RIGHTS, DPT OF 
HUMAN RIGHTS ENFORCEMENT 

Est. 
ACTIVITY RESOURCE ALLOCATION: FY 1989 FY 1990 FY 1991 

INVESTIGATION/EDUC/OUTREACH 
LITIGATION 
CONTRACT COMPLIANCE 
ENFORCEMENT SUPPORT 
MANAGEMENT SERVICES & ADMIN 

---------------------------
TOTAL EXPENDITURES BY ACTIVITY 

DETAIL BY CATEGORY: 
------------------

1,426 1,874 1,821 
272 191 201 
204 182 202 
400 359 4-18 
503 419 446 

----------- ----------- -----------
2,805 3,025 3,088 

STATE OPERATIONS 2,805 3,025 3,088 
----------------------------------- ----------- ----------- -----------
TOTAL EXPENDITURES BY CATEGORY 2,805 3,025 3,088 

SOURCES OF FINANCING: 

DIRECT APPROPRIATIONS: 
GENERAL 
FEDERAL 

STATUTORY APPROPRIATIOI..JS: 

---------------
TOTAL FINANCING 

2,797 
8 

2,605 

3,023 
2 

3,025 

3,080 
8 

3 , lJ~~f. 

FY 1992 

Adjusted Agency Governor 
Base Plan Recomm. 

----------- ----------- -----------
1,855 1,855 1,855 

201 201 201 
205 205 205 
425 425 475 
453 453 453 

----------- ----------- -----------
3,139 3,139 3,189 

3,139 3,139 3,189 
----- ----------- -----------
3,139 3,139 3,189 

3,Bl 
8 

3,139 

3,131 
8 

3,139 

3,181 
8 

3,189 

FY 1993 
-----------------------------------

Adj ustea Agency Governor 
Base Plan Recomm. 

=========== ==========J =========== 
1,856 1,856 1,856 

201 201 201 
204 204 204 
423 423 473 
450 450 450 

----------- ----------- -----------
3,134 3,134 3,184 

3,134 3,134 3,184 
----- ----------- -----------
3,134 3,134 3,184 

3,126 
8 

3,134 

3,126 
8 

3,134 

3,176 
8 

3,184 

REVISED 3/28/91 
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F.Y.91 FUNDING LEVEL 

SALARY ANNUALIZATION 
DOCUMENTED RENT/LEASE INCR. 

TOTAL 
BIENNIAL TOTAL 

ALL FUNDS 
F.Y.92 F.Y.95 

3,088 

41 
10 

3,139 

BASE RECONCILIATION REPORT 
for 1992-1993 Biennium 

3,088 

31 
15 

3,134 
6,273 

GENERAL FUND 
F.Y.92 F.Y.93 

3,080 

41 
10 

3,131 

3,080 

31 
15 

3,126 
6,257 

OTHER STATE FUNDS FEDERAL FUNDS 
F.Y.92 F.Y.93 F.Y.92 F.Y.93 

8 

----------1 
8 
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ACllVffY: 1992-93 Biennial Budget 
PROORAM: 

AGENCY: Human Rights, Department of 

DECISION ITEM: Financing lnflationa(}' ~ls - Informational 

Dollars in Thousands 
F.Y. 1992 F.Y. 1993 F.Y. 1994 F.Y. 1995 

AGENCY PLAN: 

&pmdilun::a 
Genernl Fund - Inflation 

- Reductions 

Roquirca stalutoly dwlgc: 

nF..M SUMMARY: 

Yes 

$ 

$ 

112 $ 

£!ill 
0 $ 

X No 

226 $ 

{226) 
0 S 

226 S 
{226) 

0 $ 

226 
{226) 

0 

Following the Biennial Budget instructions, sala(}' projections assumed a 4.5% across the board 
increase for all employees. Sala(}' costs were fully funded, assuming no vacancies. Other costs were 
DOI inflated. 

RATIONAIP.: 

The department will genernte required savings in the first year of the biennium by eliminaling or 
holding vacant a professional or higher management level position and utilizing $50,000 in litiga1ion 
activity funds which would be available assuming no large scale case occurs. In the second year, it 
is anlicipated that 3 to 4 additional positions will be held vacant, and $50,000 in litigation funds 
would again be transferred. These reductions will have the following impact: 'The number of open 
cases ai the end of the biennium will be approximately 3,403. h will take 26.5 · months 10 close a 
case and 64% of lhe caseload will be over 6 nwnth:, old. (In l~JO, c.:;1:,es were dosed in 12,1 111,111th:, 

and 48% of the_-caseload was over o mouths old.) 

GOVERNOR'S RF..COMMENDA'nON: 

The Governor concurs with the agency's plan. 
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ACI1VITY: Enforcement Support 19'12-93 Biennial Budget 
PROGRAM: 

AGENCY: 
Human Rights Enforcement 
Human Rights, Department of 

DECISION rrEM: Information, Innovation, and Improvement Projects 

GOVERNOR'S RECOMMENDATION: 

&penditures 
General Fund 
Enforcement Support 

Requires mtutory change: Yes 
Statutes Affected: 

ITEM SUMMARY: 

Dollars in Thousands 
F.Y. 1992 F.Y. 1993 F.Y. 1994 

$ 50 $ 50 $ 50 

X No 

F.Y. 1995 

$ 50 

The Governor proposes an increase of $50,000 in F.Y. 1992 and $50,000 in F.Y. 1993 to undertake 
special projects which will: (1) promote awareness of and voluntary compliance with the law; or (2) 
improve the efficiency and. effectiveness of the enforcement process. 

RATIONALE: 

The agency currently allocates virtually its entire budget to the enforcement function. This must be 
done to keep on top of the complaint workload. Little funding has been available for cost effective 
investments which would: (1) encourage voluntary compliance with the law; (2) support analyses 
(incidence and prevalence of discrimination, etc.) which are required in order to assess the impact 
of jurisdictional, legislative, and policy changes regarding the l luman Rights Act and agt.:ncy 
operations; (3) support studies of possible policy or operational changes which can improve the 
efficiency and effectiveness of the agency. 

This initiative would earmark funding for the type of investments described above. A multi-year plan 
identifying the highest pay-off projects would be implemented with detailed annual plans. The status 
and impact of projects would be reported in the agency's F.Y.s 1994-95 budget request. 

RF' '•~ED 3(28f)l 
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PROGRAM 

Approprfaled Programs 

Non-Appropriated Programs 

Administrative Cosl Ceiling 

1992-93 BIENNIAL BUDGET 

PROGRAM Sl'RlJC'llJRE 

PAGE 

313 

320 

324 

,, 
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Housing FiP"nce Agency 
Organizl n Chart 

July 1, 1990 

ADMINISTRATION DIVISION 

CURPOS 17.0 

APARTMENT DEVELOPMENT SINGLE FAMILY MORTGAGES HOME IMPROVEMENT RESEARCH & INFORMATION FINANCE & ACCOUNTING 

CURPOS 51.0 CURPOS 24.0 CUR POS 20.0 CURPOS 10.0 CURPOS 12.0 

NEW POS (HFF) -2...Q NEW POS (HFF) -2...Q NEW POS (HFF) _LQ 

TOTAL 53.0 TOTAL 12.0 TOTAL 13.0 
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Housing Finance Agency 

Position and Employee Status Information 

Position Reconciliation: Requested 
Authority: Qurr~nt FY 91 for 6/30/93 Employees by Employment Status 
Legislative Complement: 6L30L9Q 

Housing Finance Fund 134.0 139.0 Full-Time Unlimited 115 

Total Permanent Positions 134.0 139.0 Full-Time Temporary 10 

Other Complement (FTE) 21.0 21.0 Part-Time Unlimited 4 

TOT AL Positions 155.0 160.0 Part-Time Temporary __ 1_1 

Emolovees on 6/30/90 140 .TOTAL 140 
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MISSION: 

The Minnesota Housing Finance Agency (MHFA) was created to ensure the availability of housing­
related financial services that will provide safe, decent, energy efficient, and affordable housing 
primarily for low and moderate income Minnesotans. To accomplish this agenda, the MHFA 
provides affordable financing and technical assistance for the purchase, construction, or improvement 
of decent, safe, and energy efficient housing. This assistance is provided to people for whom 
conventional market rate financing is unaffordable or unavailable. 

PROGRAM PURPOSE: 

In order to achieve its purpose, the MHFA has been active in: 

11 Lending and financing 
11 Allocating housing grants and subsidies 
111 Advocating for affordable housing 
111 Establishing state housing policies 

Housing programs are established and evaluated based upon the MHFA's mission statement and all 
of the following general objectives. All activities of the MHFA must: 

111 Benefit low and moderate income households or promote energy conservation 
111 Provide financing not available on equivalent terms from the private sector 
• Contain procedures for fair housing and equal opportunity 
111 Maintain fiscal integrity of the program and of the MHFA 

Specific program objectives, which are considered on a program-by-program basis, are to: 

111 Preserve the existing supply of affordable housing 
• Preserve long-term federal rent subsidy contracts 
11 Provide a statewide distribution of housing funds 
11 Provide opportunities to combine funds from various sources 
1111 Provide social services in conjunction with housing 
11 Demonstrate new and innovative concepts 
111 Increase the supply of affordable housing 
• Create partnerships with the private, nonprofit, and public sectors 
11 Create economic activity for the state 

MAJOR POLICY DRIVERS: 

Many events have taken place over the past several years which have expanded the MHFA's role in 
providing affordable housing. Demographic and socioeconomic factors, as well as federal, state, and 
local policies have, and will continue to affect the way in which the MHF A can meet the housing 
needs of Minnesota's low and moderate income households. 

Demographic Factors 

Minnesota will undergo dramatic demographic changes during the decade of the 90's. The number 
of middle-aged and elderly households will increase while the number of young households is 
projected to decrease. These changes have important implications for housing and need to be 
considered when developing new housing policies and programs for Minnesota. 

The aging of the baby boom generation (those born between 1946 and 1964), and the ensuing 
increase in the number of households headed by someone between the ages of 35 and 54, begins in 
the 1990's. By the year 2000, the 35-54 year age group will increase by 69%. 

-n 1990, the second (and largest) half of the baby boom (born between 1956 and 1964) will "'1prise 
vfinnesota's 25 to 34 year old age group (770,000 households). In contrast, household fo ,n by 

the baby bust generation (born between 1965 and 1976) ensures a slowdown in the growi:. ..,f new 
households. Between 1990 and 2000 a 21 % decline is projected to occur in the population age 25-
34, the years when households are typically renters and first-time homebuyers. 

Demographic changes among the elderly will be less dramatic than among baby boom and baby bust 
cohorts, but Minnesota's population 65 and older is projected to increase 25% between 1980 and 
2000. Of particular importance will be the projected 72% increase in the number of Minnesotans 
85 and older. 

Socioeconomic Factors 

A combination of social and economic changes have affected the incomes, poverty status, and 
housing cost burden of many households. Prevailing ratios of housing costs to income are a special 
problem for first time homebuyers and renters. 

1111 

II 

• 

• 

• 

1111 

Ill 

Between 1974 and 1988, the constant dollar median income of U.S. households with heads 
under age 25 declined 28%; for 25 to 34 year olds the decline was 6%. • 
Between 1973 and 1986 the constant dollar median income of young families (those headed 
by someone aged 20 to 24) dropped by 27% (equal to the drop that occurred during the 
Great Depression) while the rate for all families dropped by only 1%. Throughout their 
lives, those in this age cohort will earn an average of 25% less than the same generation of 
10 years ago. 
The typical 30 year old buyer purchasing the median priced home under typical mortgage 
terms would have incurred canying costs equal to 14% of his income in 1949, 16% in 1959, 
21% in 1973 and 44% in 1983. 
Between 1978 and 1985 the number of poor households in the United States rose 27%, from 
10,500,000 households to 13,300,000 households. 
Nationally the average income of poor families has declined. In 1978 the typical poor 
family's income was $3,362 below the poverty line. By 1985, this difference had increased 
to $3,999. 
According to 1986 Minnesota state income tax returns, 86,482 married couple households 
(10% of all filers) had annual incomes under $9,074 and 216,206 married couple households 
(25% of all filers) had annual incomes under $17,955. Tax filer data on other types of 
households are not available, but unmarried couples and other types of family and nonfamily 
households generally have lower incomes than married couples. 
Recent survey data indicate that between 1985 and 1990 the number of individuals seeking 
housing in Minnesota's temporary shelter system increased 138%. In May, 1990, women and 
children constituted the majority of shelter residents (25% and 35%, respectively). 

Federal/State/Local Policies 

The ability of state and local governments to provide affordable housing is heavily dependent upon 
federal housing and tax policies. The period of 1976 to 1981 was the high point for federal support 
of housing programs. Federal housing assistance peaked in 1981 when budget authority for the U.S. 
Department of Housing and Urban Development (HUD) was $38,000,000,000. In 1990, HUD 
budget authority is $18,000,000,000 which is 53% lower than in 1981. 

· Federal support of housing was further eroded by the Tax Reform Act of 1986, which eliminated 
significant tax advantages for ownership of rental properties and placed additional restrictions on the 
use of tax-exempt bonds for housing. The urgent need for affordable housing has become a national 
issue, and the MHFA is preparing to take full advantage of current and future opportunities. 
However, it is not likely that Congress will ever fund housing at the levels provided in the 1970's. 

II 

• 

Since the federal government has reduced its support for housing, remaining resources must 
be allocated and used effectively to meet public policy objectives. 
Expiring contracts threaten the availability of federally subsidized housing for low and 
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moderate income renters. Preservation of existing subsidized housing will be a top priority. This 
involves the expiration of existing rent subsidy contracts as well as the potential for early terminations 
of Section 8 contracts and prepayment of rental housing mortgage loans insured by the Federal 
Housing Administration. 

Renewed support by the federal government will be distinctly different from previous federal 
programs because it will require a joint investment by federal, state, and local governments. State 
and local governments will need to provide matching funds in order to qualify for federal funds. 
Furthermore, because existing state and local administrative and program capacity will be important 
criteria for federal program dollars, those states with active and successful programs are more likely 
to capture whatever federal funds become available. The MHFA has and will continue to work with 
local governments and the legislature in establishing an allocation plan for federal resources. 
Information on the new federal housing legislation will be available for the legislative session. 

Demand/Need for Services 

In 1987 the MHFA estimated that by 1990 there would be 68,460 households in need of home 
mortgage loan assistance, 330,560 households in need of home improvement loan assistance, and 
113,860 household in need of rental housing assistance. In spite of the continuing efforts of the 
MHFA and various local housing agencies, a combination of federal and state appropriations, tax­
exempt bond financing, and MHFA reserves has met the housing needs of only a small percentage 
of all eligible households. In the 1990's, eligible households not served in the last half of the 1980's 
will be joined by new low and moderate income households in need of homeowner and rental housing 
assistance. 

Homeownership 

Between 1990 and 2000, national projections anticipate a 19% decline in the number of households 
headed by someone age 25-34. The loss of these 3,900,000 households will affect the single family 
housing industry, but while the need for new units will diminish, the need for homeownership 
assistance will not. The number of households in need of affordable housing remains high. Potential 
first time homebuyers must pay interest rates determined by the national financial markets and 
accumulate adequate cash to pay for closing costs and a downpayment amount. 

Since 1980, the national homeownership rate for 25 to 34 year olds, the primary group served by the 
MHFA, has declined from 52% to 45%, a decrease of nearly 14%. The homeownership rate of 25 
to 34 year old married couples with children fell from 71.1 % to 62.7%; for young married couples 
without children the rate fell from 58.3% to 53.5%. In 1986 only 11.5% of all renter households 
aged 25 to 34 had both the income and wealth needed to buy a representative starter home priced 
at $69,154 (1988 dollars). Eighty-one percent of these renters could not meet the up front cash costs 
(downpayment and closing costs) while 64% did not have income sufficient to qualify for the 
mortgage. 

• The MHFA estimates that as many as 70,000 Minnesota households will need assistance to 
purchase a home between 1990 and 1995. Furthermore, a potential deterioration of single 
family homes is possible in Minneapolis/St. Paul and first-ring suburbs as these communities 
compete for first time homebuyers. Homeownership assistance is important for the stability 
and preservation of neighborhoods. 

• Large losses in the private mortgage insurance industry have prompted stricter home loan 
underwriting criteria. For many areas of Minnesota, private mortgage insurance companies 
now require a minimum downpayment equal to 10% of the purchase price. Risk sharing 
programs with the private sector will need to be examined in order to provide affordable 
financing alternative to inner-city neighborhoods and small rural communities in Greater 
Minnesota. 

• 

II 

A growing population of older and more frail elderly may need additional resources to cover 
living expenses, health care, long term care, and home maintenance. Enabling the elderly 
to unlock accumulated home equity will need to be examined to see if it is a viable 
alternative . 
Slower growth in the formation of new households will reduce the demand for housing. 
Consequently, preservation of existing housing and existing neighborhoods will become 
increasingly important. MHFA home improvement programs are available and neighborhood 
preservation programs are being developed to maintain or improve neighborhoods. 

Rental Housing 

Changes in the availability of affordable rental units, rent levels, and renter incomes have adversely 
affected the housing situation of renter households in general and of poor renter households in 
particular. 

II 

• 

• 

• 

II 

• 

• 

• 

Nationally, the number of privately owned, unsubsidized housing units renting for less than 
$300 (constant 1988 dollars) declined by 33% between 1974 and 1985 (from 8,500,000 units 
to 5,700,000 units); 54% of this decline occurred between 1980 and 1985. 
From 1983 to 1988, constant dollar rents in Minneapolis/St. Paul increased by 10%, 11.8%, 
and 5% for one-bedroom, two-bedroom, and three-bedroom units, respectively. 
In the Minneapolis/St.Paul Metropolitan Area in 1985, over 30% of all renter households 
(77,000 households) spent more than 30% of their income for housing. 
Nationally, almost half of all poor renter households spent at least 70% of their income for 
housing costs; two of every 3 poor renters spent at least 50% and 5 of every 6 poor renters 
spent at least 30%. 
In the United States in 1985 over 40% of all renters spent more than 30% of their income 
on rent and over 20% spent more than 50% of their income on rent. 
Rising poverty rates among non-elderly households and drastic declines in the number of 
affordable rental units will require new ways of creating and preserving affordable housing, 
especially among renters with low incomes. 
Homelessness, an indicator of the shortage of permanent affordable housing, has appeared 
as a major national and state problem at levels not seen since the 1930's. Available 
resources must be appropriately employed to address the temporary, transitional, and 
permanent housing needs of homeless families and individuals. 
Slower growth in the formation of new households will reduce the demand for housing. 
Consequently, preservation of existing housing and existing neighborhoods will become 
increasingly important. MHFA rental housing improvement programs are available and 
neighborhood preservation programs are being developed to maintain or improve 
neighborhoods. 

MHFA's Response 

The new realities characterizing federal housing assistance, certain population subgroups, and private 
lending required new responses from the MHFA In 1990, these new realities were met with the 
expansion of MHFA activities to include: purchasing, originating, and insuring loans; administering 
grant funds; developing state housing policies; advocating affordable housing; and providing technical 
assistance to housing sponsors. More specifically: 

• 

• 

• 

Through its Preservation of Subsidized Housing Program, the MHFA has the authority to 
purchase and maintain as affordable housing those rental developments where owners have 
indicated a desire to terminate their federal contract to provide subsidized housing. 
The MHFA has implemented 3 new programs to provide rental housing or homeownership 
opportunities for very low income families and individuals (Housing Trust Fund, HUD 
Dollar Set-Aside, and Intermediate Care Facilities for Persons with Developmental 
Disabilities). 
By the end of 1990, 3 additional programs will be underway for those with very low incomes 
(Urban and Rural Homesteading, Migrant Housing, and Housing for Persons Who Are 
Mentally Ill). 
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11 The MHFA has also provided more than $500,000 in matching funds for 4 qualified projects 
funded by the federal Supportive Housing Demonstration Program. Through the MHFA's 
McKinney Transitional Housing Program $200,000 in matching funds has been awarded for 
permanent housing for the handicapped homeless. Approximately $330,000 has been used 
to provide money for emergency housing shelters and for transitional housing projects serving 
homeless women and children, the chemically dependent homeless, and single parents with 
chemical dependency problems. 

11 MHFA's Home Equity Conversion Counseling Program was launched in July, 1990. The 
counseling is to be conducted by the Metropolitan Senior Federation. 

11 The MHFA has developed risk sharing programs with the private sector in order to ensure 
the availability of affordable financing alternatives. In inner-city neighborhoods where private 
sector loans are unavailable, the MHFA is already serving as a direct originator of home 
mortgage loans (the Purchase Plus Program). 

111 the MHFA is developing new rental housing programs for very low income households and 
has launched a program to purchase and maintain as affordable housing apartment buildings 
whose owners fail to renew expiring federal subsidy contracts. 

Additional resources for housing are being provided from the MHFA's Housing Affordability Fund, 
Housing Investment Fund, and Housing Trust Fund. The MHFA's Board of Directors created the 
Housing Affordability and Housing Investment Funds using reserves based on MHF A earnings and 
recycled bond leverage funds (initially funded with state appropriations). In F.Y. 1990-91 the 
Housing Affordability Fund will provide $31,000,000 for interest rate subsidies, zero interest rate 
loans, insurance funds, and bond leverage funds for 13 programs so that the MHFA can provide 
housing assistance at the lowest possible cost to income-eligible households. Through programs as 
diverse as the Apartment Renovation Mortgage Program, the Home Energy Loan Program, and the 
New Construction Tax Credit Mortgage Loan Program, the Housing Investment Fund provides funds 
for housing loans at interest rates which are up to 3% below market rates. 

In 1990 the Housing Trust Fund has funded transitional housing for homeless families and 
individuals; affordable rental housing for low income families; affordable housing for families with 
a physically impaired member or individuals with physical impairment; affordable housing and social 
services for single parent families headed by an American Indians; community based assisted living 
in a residence for individuals living with AIDS; and permanent housing for single women exiting 
transitional housing programs. 

EXPLANATION OF BUDGET ISSUFS AND ALIBRNATIVF..S: 

APPROPRIATED PROGRAMS (SUMMARY) 

MHFA's budget request reflects the increased need for affordable rental housing and the need to 
maintain existing homes generally occupied by low income elderly persons. In order to provide funds 
for these programs, the appropriation request for the Homeownership Assistance Fund, which makes 
housing affordable to first lime homebuyers, has been reduced from the current biennium amount. 
A recap of the $22,018,900 appropriation request follows: 

Homeownership 
Homeownership Assistance Fund 
Tribal Indian Housing 
Urban Indian Housing 
Urban and Rural Homesteading 
Home Equity Counseling 

F.Y. 1992-93 Budget Request 
(Dollars in Thousands) 

$ 750 
2,975 

450 
375 

50 
$ 5,000 

F.Y. 1992-93 Budget Request 
(Dollars in Thousands) 

Home Improvement 
Rehabilitation/Accessibility 

Rental/Special Needs 
Rental Housing 
Special Needs Housing 
Home Sharing Program 
Non-Profit Capacity Building 

$8,600 

$ 4,168 
1,750 

500 
200 

$ 6,618 

The rehabilitation/accessibility program for the maintenance of existing housing represents 
approximately 45% of the total. The average income of households receiving assistance is $7,376 
and the average age of the borrower is 55 years old. Basic improvements to the home allow elderly 
people in many cases to continue to live independently in their home. The rental housing and 
special needs programs represent 27% of the total. It was only in the current biennium that 
resources have been shifted to these programs as the federal government has significantly reduced 
their funding and as the remaining federal resources require state and local matching funds. 

A formal program assessment is prepared annually to ~aluate the effectiveness of programs based 
upon predetermined criteria. Specifically, each program is evaluated based upon income levels of 
households served, price and rent levels of housing, geographic distribution of households, the 
increase in supply of housing, preservation of existing housing, types of improvements to existing 
housing, ability to serve special populations, and ability to leverage other funds. The MHFA's 
allocation of resources is based upon the review. Current program evaluation data will be provided 
at the time of legislative budget review. 

These funding figures reflect a biennial reduction of $800,000 in the Tribal Indian Housing Program 
and $1,400,000 in the Rehabilitation/Accessibility program. 

NON-APPROPRIATED PROGRAMS (SUMMARY) 

Housing programs in this category for the next biennium will decrease by approximately 30% in 
comparison to the current biennium. Total activity will decrease from $259,000,000 to $184,000,000. 
Non-appropriated programs are funded from the federal government, the state's Housing Trust Fund, 
the MHFA's Housing Investment Fund, and the MHFA's Housing Affordability Fund. 

During the current biennium, the MHFA's Housing Investment Fund and the Housing Affordability 
Fund provided $98,000,000 and $27,000,000, respectively, of housing loans and subsidies. The use 
of these funds was a one-time opportunity; the funds are not available at these levels on a continuous 
basis. Housing Investment Fund dollars will be revolved into new loans as the current loans are 
repaid. Housing Affordability Fund dollars have generally been expended and a new source of funds 
will be needed to continue programs currently funded from this source. 

ADMINISTRATIVE COST CEILING (SUMMARY) 

An increase in the MHFA's total assets and bonds outstanding, along with the increased 
responsibilities for federal housing programs requires an increase in the MHFA's complement by 5 
positions and an increase in lhe cost ceiling. 

From 6-30-88 to 6-30-90, total assets have increased 13% from $2,100,000,000 lo $2,370,000,000. 
Loans outstanding have increased 12% from $1,370,000,000 to $1,530,000,000. Bonds payable have 
increased 11% from $1,590,000,000 to $1,770,000,000. The responsibilities for loan portfolio 
management, investment management, and debt management have increased and will continue to 
increase as the agency grows. 
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New housing programs require additional staff. The Federal Low Income Housing Tax Credit 
Program is administered by the MHFA for a major portion of the state. In addition to the allocation 
of the credit, Congress has recently made the credit allocator responsible for monitoring the 
compliance of the project for 15 years. The issue of homelessness requires a full time person for 
the stale. This position is needed for the coordination of federal McKinney programs along with 
other programs addressing this population. Another program which requires additional staff is 
housing financed through the Housing Trust Fund which has a legislatively mandated advisory council 
staffed by the MHF A 

The MHFA is requesting a 15% increase in its cost ceiling over the biennium. This increase will 
not be funded from slate appropriations. Approximately 7% ($550,000) of the current cost ceiling 
is funded from state appropriations and the remainder is funded from MHFA's earnings. 
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FY 1992 
-----------------------------------

Est. Adjusted Agenoy Governor 
ACTIVITY RESOURCE ALLOCATION: FY 1989 FY 1990 FY 1991 Base Plan Recornm. 
=-=---====-------=============-==== =========== =========== =========== ----------- ----------- -----------
APPROP PROGRAMS 12,887 9,104 20,847 13,756 12,656 15,156 
NON-APPROP PROGRAMS 95,379 101,216 156,316 91,431 91,431 91,431 
ADMIN COST CEILING 5,689 7,034 7,560 8,305 8,305 8,305 
=-========-----==-============--=== =========== =========== =========== ----------- ----------- ---------------------- ----------- -----------
TOTAL EXPENDITURES BY ACTIVITY 113,9.5.5 117,3.54 186,723 113,492 112,392 114,892 

DETAIL BY CATEGORY: 
------------------
STATE OPERATIONS 41,115 47,963 106,526 45,401 44i,301 46,801 
AID TO INDIVIDUALS 72,840 69,391 80,197 68.,091 68,091 68,091 
==========------==============-==== =========== ===--====== =========== ----------- ----------- -----------
TOTAL EXPENDITURES BY CATEGORY 113,955 117,354 186,723 113,492 112,392 114,892 

SOURCES OF FINANCING: 
---------------------
DIRECT APPROPRIATIONS: 

GENERAL 11,009 9,909 12,409 
STATUTORY APPROPRIATIONS: 

SPECIAL REVENUE 1,203 844 696 
MN HOUSING FINANCE 112,752 116,510 186:,027 102,483 102,483 102,483 

=================================== =========== =========== =========== ----------- ----------- -----------
TOTAL FINANCING 113,955 117 ,3.54 186,723 113,492 112,392 114,892 

FY 1993 
-----------------------------------

AaljUs1ted Agency Governoll" 
Base Plan Recotnm, 

=========== =========== =========== 
14,830 13,730 16,230 
92,691 92,691 92,691 
811686 8,686 8,686 

=========== =========== =========== 
116,207 11.5,107 117,607 

46,856 45,756 48,256 
69,351 69,351 69,351 

=========== =========== =========== 
116,207 115,107 117,607 

11,009 9,909 12,409 

105,198 10.5,,198 10.5.,198 
=========== =========== =========== 

116,207 115,107 117,607 
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BIENNIAL APPROPRIATIONS 
BASE TRANSFER CBTWN FUNDS) 
DEDICATED RECEIPTS AND FUNDS 

BASE RECONCILIATION REPORT 
for 1992-1993 Biennium 

ALL FUNDS GENERAL FUND 
F.Y.92 F.Y.93 F.Y.92 F.Y.93 

186,723 186,723 

750 750 750 750 
10,259 10,259 

<73,981> <71, 266> 

OTHER STATE FUNDS FEDERAL FUNDS 
F.Y.92 F.Y.93 F.Y.92 F.Y.93 

186,723 186,723 

<10,259> <10,259> 
<73,981> <71, 266> 

----------- ----------- ----------- ----------- ----------- ----------- ----------- -----------
TOTAL 113,492 116,207 11,009 11,009 102,483 105,198 
BIENNIAL TOTAL 229,699 22,018 207.,681 

F.Y. 1991 Budget Reductions (Information Only) 

The following F.Y. 1991 reductions were implemented in Laws 1991, Chapter 2. These reductions are !!Q! reflected as changes to F.Y. 1991 or F.Y. 1992-93 BASE Levels within the 
budget documents. 

Appropriated Programs 

Total F.Y. 1991 Adjustments 

General Fund 

$ 

$ 

(600) 

(600) 
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DECISION HEM: Salary Supplement and Inflation - Informational 
Item 

Dollars in Thousands 
F.Y. 1992 F.Y. 1993 F.Y. 1994 

AGENCY PLAN: 

Expenditures 
General Fund $ -0- $ -0- $ -0-

Revenues 
General Fund $ -0- $ -0- $ -0-

Requires statutory change: Yes X No 
Statutes Affcctcd: 

HEM SUMMARY: 

F.Y. 1995 

$ -0-

$ -0-

Operating costs for the Housing Finance Agency are not paid for with General Fund dollars. The 
Housing Finance Agency has never received any salary supplement money from the General Fund. 
The Agency has already begun to make substantial adjustments in its operating expenditures to 
enable it to manage its activities with lower costs. 

The cost established by the Legislature for administrative expenses is funded entirely with Agency 
resources and there is no adjustment necessary to reflect lower General Fund dollars. 

The cost ceiling numbers in the Agency's budget request does reflect a salary adjustment for 
employees and is computed in the way in which these adjustments have always been made in past 
bienniums. 

Necessary changes resulting from increased office space rent, etc., have also been built into the cost 
ceiling number. 

In summary, the Housing Finance Agency does not use General Fund dollars for the operation of 
the Agency and the cost ceiling as requested in the budget document reflects necessary expenditure 
increases including salary adjustments for the biennium. 

GOVERNOR'S RECOMMENDATION: 

The Governor concurs with the agency's plan. 
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PROGRAM PURPOSE: 

APPROPRIATED PROGRAMS (DETAILED DESCRIPTION) 

(1) Homeownership Assistance Fun<! 

1992-93 Biennial Bu<:lg 

The Homeownership Assistance Fund (HAF) has been uniquely designed to decrease the entcy costs 
(downpayment and closing costs) an<! large monthly payments for first time homebuyers. HAG was 
first authorized and funded by the legislature in 1977. Since that time, 5,897 households have 
received monthly payment and/or downpayment assistance in a total amount of $20,273,228 through 
HAF. HAF assistance has been offered in conjunction with below market interest rate mortgage 
loans offered under the MHFA's mortgage revenue bond program. The combination of these two 
funding sources greatly enhances borrower affordability. 

Use of the Homeownership Assistance Fund has allowed selective targeting of mortgage revenue 
bond program funds to lower income individuals whose adjusted incomes currently may not exceed 
$26,000 in the Twin Cities metropolitan area, $19,000 in 6 designated urban outstate counties, and 
$17,000 in all other counties. HAF has been used to assist these individuals in making monthly 
mortgage payments during the early years of the loan and/or lo assist them in paying their entcy 
costs. The monthly mortgage payment supplement has been granted based upon the borrower's 
monthly house payment, income levels and the amount needed to qualify under mortgage industry 
accepted underwriting standards. HAF assistance is provided to the borrower in the form of an 
interest free mortgage loan, declines yearly on a predetermined schedule and must be repaid on a 
predetermined schedule or when the borrower sells or no longer occupies the home. Repayments 
are recycled into new loans. Without HAF assistance, these low income individuals count not afford 
to buy their first home even with the below market interest rate offered by MHFA mortgage revenue 
bond programs. 

The amount of the appropriation request for HAF has been reduced from $2,730,000 (net of 
$1,500,000 recision) in the current biennium to $750,000 for the next biennium. This shift was 
required in order to obtain additional resources for affordable rental housing. Scheduled payments 
and prepayments of existing HAF loans and interest earnings will also be used to make new loans. 

Homeownership Assistance Fund 
(Dollars in Thousands) 

Activity Summary 
No. HAF Loans 
Dollar HAF Loans 
Scheduled Repayment 
Average HAF Loan 

F.Y. 1990 
337 

$1,073 
$ 145 
$ 3.2 

F.Y. 1991 
650 

$2,860 
$ 150 
$ 4.4 

Homeownership Assistance Fund 
(Dollars in Thousands) 

Recipient Data 
Average Borrower Income 
Percent Statewide Median Income 
Average Home Purchase Price 
Percent Statewide Home Purchase Price 
Average Household Size 

F.Y. 1988 
$ 18.9 

55% 
$ 51.0 

68% 
2.3 

F.Y. 1992 
400 

$1,760 
$ 155 
$ 4.4 

F.Y. 1989 
$ 19.6 

55% 
$ 51.2 

66% 
2.7 

F.Y. 1993 
400 

$1,760 
$ 165 
$ 4.4 

F.Y. 1990 
$ 18.4 

45% 
$ 48.2 

63% 
2.4 

(2) American Indian Housing 

The legislature has created two housing programs to deal with the housing needs and problems of 
American Indians: the Tribal Housing Program and the Urban Indian Housing Program. The Tribal 
Housing Program was created by the legislature in 1976 pursuant to a study which revealed a severe 
shortage of decent, affordable housing for Indian families on and near Minnesota Indian reservations. 
Further, it was noted that the title status of reservation lands virtually precluded traditional sources 
of housing capital. Pursuant to the legislation creating the program, the MHFA contracts with tribal 
housing corporations established by the 3 tribal organizations specified in the statute to administer 
the program. These 3 organizations administer programs in 11 Minnesota Indian reserva­
tions/communities. 

The contract entered into between the MHFA and the tribal housing corporations to administer a 
revolving loan fund to finance home mortgage loans and rehabilitation loans to Indian families 
meeting specified income requirements. The MHFA funds new loans, and loan repayments are made 
into a revolving fund which is used for other new loans and administrative costs. Interest rates vacy 
from 4% to 5% and transactions require little, if any, cash investment by the homebuyer. Since 
1976, loans in the amount of $42,749,780 have been made to 963 American Indian households 
through funds appropriated by the legislature for the program and the revolving fund. One tribal 
housing corporation also administers a rental program through which it rents out and manages units 
for low income Indian families living on the reservation. 

The appropriation request in the amount of $2,975,000 equals the current biennium appropriation 
for the Tribal Housing Program, reflecting a reduction of $800,000 as part of the agency's plan. 

Tribal Indian Housing Program 
(Dollars in Thousands) 

Tribal Program F.Y. 1990 F.Y. 1991 F.Y. 1992 F.Y.1993 
No. Mortgage Loans 46 68 42 --42-

Dollar Mortgage Loans $ 2,005 $ 2,989 $ 1,869 $ 1,854 
No. Rehab Loans 6 4 s 6 
Dollar Rehab Loans $ 68 $ 60 $ 75 $ 90 
No. Rental Housing Loans 0 10 0 0 
Dollar Rental Housing Loans $ 0 s 390 $ 0 $ 0 
No. Loans Total 52 82 47 48 
Dollar Loans Total $ 2,073 $ 3,439 $ 1,944 $ 1,944 

Recipient Data F.Y. 1988 F.Y. 1989 F.Y.1990 
Average Borrower Income $ 16.9 $ 18.7 $ 20.0 
Percent Statewide Median Income 49% 53% 53% 
Average Home Mortgage $ 43.5 $ 43.9 $ 43.6 
Percent Average Greater MN Purchase Price 58% 51% 57% 
Average Household Size 3.0 2.9 3.3 
Percent New Construction 58% 66% 43% 

In 1978, it was noted that a significant percentage (currently 60%) of American Indians lived in 
urban areas of the state and this population had unique housing problems due to typically large and 
extended households and cultural difficulties in dealing successfully with established institutional 
housing providers. As a result, the legislature appropriated funds for the Urban Indian Housing 
Program. A fund allocation formula for the Urban Indian Housing Program is set by the MHFA 
based upon Indian population estimates so that an equitable amount of funds is distributed in the 
urban areas of Minneapolis, St. Paul, Duluth and the Twin Cities suburbs. 

The Urban Indian Housing Program requires that appropriated funds be leveraged with funds from 
other sources lo provide for the most efficient use of program funds. 
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The Urban Indian programs have been devised to be flexible in meeting urban Indian housing needs. 
The program is delivered through 2 program components. First, the MHFA directly administers a 
program to provide homeownership opportunities to low and moderate income urban Indian 
households. Second, the MHFA may provide program funds as available to non-profit housing 
providers to address specific urban Indian housing needs. 

In F.Y. 1990, the MHFA did not operate its homeownership opportunity program so that it could 
aggregate the F.Y. 1990-91 appropriations and fund repayments to operate a program of reasonable 
size in F.Y. 1991. It is anticipated that Urban Indian Housing program proceeds will be leveraged 
with mortgage revenue bonds to provide $3,800,000 in 7% mortgage loans to low and moderate 
income households during this fiscal year. During the last phase of this program in F.Y. 1989, 47 
Joans in an amount of $2,950,000 were made. The average income of a program recipient was 
$18,827, which was 44% of Minnesota metropolitan area median income as estimated by the 
Department of Housing and Urban Development. 

In F.Y. 1990, the MHFA maintained a $300,000 commitment to provide a transitional housing facility 
containing 13 rental units for Indian women with children. These funds are leveraged with $800,000 
in funds from outside sources. The MHFA also set aside $40,000 for a scattered site rental program 
in Duluth that will provide for rental units. This program is leveraged with $122,000 from outside 
sources. Both of these initiatives require that program recipients meet HUD Section low income 
requirements. 

The previous biennial appropriation for the Urban Indian Housing Program was $466,000. An 
appropriation of $450,000 is needed to provide adequate program activities. 

(3) Rural and Urban Homesteading 

The Minnesota Rural and Urban Homesteading Program was appropriated $375,000 for the F.Y. 
1990-91 biennium. This program was a legislative initiative to provide grants to non-profit housing 
providers to acquire single family residences which are vacant, condemned or abandoned, rehabilitate 
those properties and then sell them by way of contract for deed to first-time homebuyers who are 
defined as "at risk". The program is designed to arrest or prevent the spread of blight and preserve 
the existing housing stock by providing a financing mechanism through which properties may be 
purchased and rehabilitated and then sold to homebuyers who will stabilize the neighborhood by 
following a "good neighbor" policy. 

In May, 1990, administrators for the program were selected in 2 separate communities. It is 
anticipated that 10 total units will be provided under the program to homebuyers earning less than 
70% of area median income. In both cases, program funds are being leveraged with "in kind" labor 
and materials from neighborhood organizations and both services and funds are being donated by 
public and private entities to stretch program funds. The program initially appears to be very 
effective at providing homeownership opportunities to individuals that would clearly be unable to 
achieve them otherwise and in fostering neighborhood based initiatives to strengthen the housing 
stock within the community. 

The grant of $375,000 provides the minimum funds necessary to support an initiative of this nature 
and same level appropriation is recommended. 

( 4) Home Equity Counseling 

The Home Equity Conversion Counseling Program provides a grant to an eligible non-profit 
organization to provide counseling to senior homeowners considering a home equity conversion Joan 
plan. The program was a legislative initiative and an appropriation of $50,000 was provided for F.Y. 

1990-91. 

The program was initiated in response lo the development and growth of home equity conversion 
loan programs, which enable senior homeowners to convert the equity in their homes into spendable 
funds while still retaining title to the home. The Department of Housing and Urban Development 
has recently sponsored a home equity conversion demonstration program to provide 1,500 loans 
nationally. Many other states have also developed program initiatives, and the MHFA has been 
authorized to develop such a program in Minnesota. Finally, many private sector entities are 
developing such programs for profit. 

Virtually all public sector home equity conversion programs mandate that potential recipients receive 
counseling from an independent source prior to entering into a home equity conversion loan 
transition, and it is deemed advisable for potential private sector participants also to receive such 
counseling. Home equity conversion loan products are a relatively new concept and they encumber 
what is typically the largest asset of a senior homeowner. It is important that an independent source 
assist senior homeowners so they may ascertain whether it is appropriate to meet their needs through 
a home equity conversion loan or whether an alternative form of financial assistance may meet their 
needs. 

An appropriation of $50,000 is being requested to continue this program on a statewide basis. 

(5) Rehabilitation/Accessibility Loans 

The Rehabilitation Loan Program provides deferred loans of up to $9,000 to very low income 
homeowners for the purpose of correcting health and safety hazards within their homes and 
improving their habitability, accessibility, and energy efficiency. Loans are repaid only if the property 
is sold or ceases to be the borrower's principal residence within 10 years from the date of the loan. 
Repayments are recycled into new loans. 

Recent demographics relating to this program are as follows: 

Rehabilitation Loan Program - Recipient Data 
(Dollars in Thousands) 

Average gross household income 
Average market value of home before improvements 
Average age of home 
Average age of borrower 
Average years borrower has lived in home 
Average cost of improvements 

$7.6 
31.3 

58 years 
55 years 
18 years 

$7.7 

As of 6-30-90, local program administrators report over 2,300 applicants on waiting lists. This is in 
spite of the fact that most local administrators have not advertised the program during the past 8 
years. At present funding levels, it would take over 3 1/2 years to serve just the people who are on 
wailing lists today. 

Appropriations totalling $500,000 were allocated to the Accessibility Loan Fund in the last biennium. 
This is a fund within the Rehabilitation Loan Program which has as its sole purpose the modification 
of housing to make it accessible to disabled family members. The maximum accessibility loan is 
$10,000. Accessibility loans are repaid only if the property is sold or ceases to be the borrower's 
principal residence within 5 years of the date of the loan. Repayments are recycled into 
rehabilitation loans or accessibility loans. The average gross income of beneficiaries of the 
Accessibility Program is $8,720 and the average household size is 2. The average age of the disabled 
household member is 46. 

Both rehabilitation loans and accessibility loans are delivered by a statewide network of local 
agencies. These agencies are partially reimbursed for their expenses in processing the loans through 
an administrative fee, which is paid out of the appropriation. Administrative fees for rehabilitation 
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loans equal 14% of the appropriation that is dedicated to rehabilitation loans. Administrative fees 
for accessibility loans equal 16% of each approved loan amount, or $400, whichever is greater. 

Since the program's inception, 7,290 loans totalling $40,800,000 have been made. The predecessor 
of this loan program was a grant program which provided $46,500,000 in grants to 12,479 households. 
An appropriation of $8,600,000 is being requested for the F.Y. 1992-93 biennium, reflecting the 
agency's plan for program reductions. 

Rehabilitation[Accessibility Loan Program 
(Dollars in Thousands) 

F.Y. 1990 F.Y. 1991 F.Y.1992 F.Y. 1993 
Rehabilitation Loans 
Administrative Fees $ 687 $ 927 $ 826 $ 826 
Amount of New Loans 4,514 5,691 5,073 5,073 
No. of New Loans 588 739 650 650 
Average Loan Amount 7.7 7.7 7.8 7.8 
Loan Repayments 938 1,000 1,000 1,000 

Accessibility Loans 

Administrative Fees $ 38 $ 48 $ 35 $ 35 
Amount of New Loans 242 300 216 216 
No. of New Loans 31 38 28 28 
Average Loan Amount 7.8 7.8 7.8 7.8 

(6) Rental Housing 

The 1989 State Affordable Housing Law appropriated $3,000,000 for rental housing in recognition 
of the scarcity of affordable rental housing especially for families. Family rental housing is to be 
occupied by families with incomes up to 60% of area median income. Individual rental housing, 
including individuals with mental illness, is to be occupied by individuals with incomes up to 30% 
of area median income. 

The Low Income Large Family Rental Program was created to provide long term gap financing for 
the construction or rehabilitation of large (predominantly 3 bedroom or larger) units to be rented 
by families with low and moderate incomes. The progrnm was designed to be used in conjunction 
with the Federal Low Income Housing Tax Credit Program and the MHFA's New Construction Tax 
Credit Mortgage/Bridge Loan Program. 

Low Income Rental Housing - Large Families 
(Dollars in Thousands) 

Statistics 
No. of Units 
Maximum Loan Amount 
Maximum Cost/Unit 
Average Rent (3 Bedroom) 
Total Loan Amount 

F.Y. 1990 
0 

s --0-
--0-
-O-

s --0-

F.Y. 1991 
88 

$ 360 
24 

0.55 
$2,074 

F.Y. 1992 
39 

$ 360 
24 

0.56 
$ 925 

F.Y. 1993 
39 

S 360 
24 

0.57 
$ 925 

The Low Income Family Rental Housing Program was created to rehabilitate existing housing units 
suitable for rental to small families and individuals with low incomes. The program was designed 
to be used in conjunction with the MHFA's Apartment Renovation Mortgage Program where up to 

10% of the housing units would have their cost written down to zero, therefore allov. •. .:, the units 
lo be rented for the cost of operation. 

Statistics 
No. of Units 
Cost per Unit 

Low Income Rental Housing - Small Families/Individuals 
(Dollars in Thousands) 

F.Y. 1990 F.Y. 1991 F.Y. 1992 
0 52 26 

$ -0- $ 17.5 $ 17.5 
Average Rent (1 Bedroom) $ -0- $ 0.21 $ 0.21 
Total Loan Amount $ -0- $ 900 $ 450 

F.Y. 1993 
25 

$ 18.0 
$ 0.22 
$ 450 

The Rental Assistance Program for Persons With Mental Illness will award $250,000 for making 
voucher payments to landlords on behalf of persons with mental illness. Two or more local public 
or nonprofit agencies will be chosen in the fall of 1990 to administer this demonstration effort, which 
is expected to run for 3 years. Participants must have incomes not exceeding 30% of area median 
income, and will receive voucher assistance of up to $150 per month. It is expected that a minimum 
of 40-50 persons will be assisted during the demonstration. 

Statistics 
No. of Grants Made 
No. of Persons Served 

Low Inoome Rental Housing - Mentally III 
(Dollars in Thousands) 

F.Y. 1990 
0 
0 

F.Y. 1991 
3 

45 

F.Y. 1992 
0 
0 

F.Y.1993 
---0 

0 

An appropriation in the amount of $4,168,000 is being requested for the biennium for rental housing 
programs. This is an increase of $1,168,000. The additional funding will likely be used for the 
preservation of existing affordable rental housing under the MHFA's Apartment Renovation 
Mortgage Loan Program, but the MHFA would like to have the flexibility to use these funds for 
other rental housing needs as required. 

(7) Special Needs Housing 

This program has had 3 components. Through the 'Temporacy Housing" component, grants are 
made to nonprofit and other sponsors to construct or rehabilitate properties in order to provide 
temporary housing for up to 2 years to persons and families with low and moderate incomes having 
an immediate need for temporary housing as a result of displacement, lack of habitable housing, or 
other causes. 

Through the "Low Income Persons Living Alone" component, grants are made to nonprofit and other 
sponsors to assist in the development of housing for low income persons living alone who do not 
qualify for other low income housing as elderly, handicapped or disabled. 
Through the "Housing for the Homeless Persons" component, grants are made to sponsors to assist 
in the development of housing for rent or sale to homeless individuals and families. (The 
appropriation request for the F.Y. 1990-91 biennium combined the 3 components to simplify 
administration of the program. In the F. Y. 1992-93. biennium, the 3 separate sets of legislative 
guidelines for the 3 programs may be combined into one Special Needs Housing Progra:.n). 

A fourth component is being added to the special housing needs category for the next biennium. 

The 1989 legislature also created a program for Migrant Housing which is designed to encourage 
growers to either acquire, rehabilitate or construct housing for migrant farm workers on their 
property. The objective is to make new units of housing available for migrant farm worker families 
either by allowing growers to purchase mobile homes to put on their property or rehabilitate existing 
unused farmsteads. The housing provided may be either single family or multifamily and may be for 
either year round or seasonal use. A single administrator was selected to allocate the funds to 
individual growers and to administer the program locally. 
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Growers must match the grant with $2 of their own funds for every $1 of grant funds. Funds are 
in the form of a deferred loan forgiven at 20% each year for 5 years if the housing remains for 
migrant workers. The housing must meet migrant housing standards established by the Minnesota 
Department of Health (MOH) and be inspected by MOH prior lo the grower receiving the grant 
funds. 

An appropriation for the special housing needs category in the amount of $1,750,000 is being 
requested for the biennium. This is an increase of $412,000 over the current biennium. These funds 
are highly leveraged with non-state funds and address the needs of homeless and near homeless 
persons. 

Statistics 
Applications Received 
Applications Selected 
Capacity Created 
Grants Awarded 

(8) Homesharing 

S~cial Needs Housing 
(Dollars in Thousands) 

F.Y. 1990 F.Y. 1991 
21 26 

8 16 
176 335 

$600 $989 

F.Y. 1992 F.Y. 1993 
30 30 
20 20 

280 280 
$901 $901 

Under this program, grants are provided to nonprofit organizations for the development and/or 
operation of elderly homesharing programs throughout Minnesota. These programs match low and 
moderate income elderly homeowners with homeseekers who will contribute rent or services in 
exchange for sharing a home. 

This income and these services help elderly homeowners stay in their homes longer than would be 
possible without this assistance, thus deferring institutionalization and the high public subsidy costs 
it entails. The quality of life of both the homeowner and the homeseeker should be improved under 
this arrangement with very minimal public costs. 

There is a growing interest in this housing option and a statewide association of homesharing 
providers has been formed. Most of these organizations depend upon funding from this program for 
continued operation. 

Of the homeowners in these arrangements, 81 % are female heads of household, the average income 
is $15,347 and the average age is 72. Of the renters, 64% are women, the average income is 
$10,455, and the average age is 33. 

Statistics 
Applications Received 
Amount Requested 
Applications Selected 
Population Served 
Estimated Cost Per Match 
Grant Amounts 

Elderly Homesharing 
(Dollars in Thousands} 

F. Y. 1990-91 
9 

$572 
9 

930 
$1.2 

$561 

F.Y. 1992-93 
10 

$650 
8 

860 
$1.2 

$516 

(9) Nonprofit Capacity Building 

The Capacity Building Grant Program provides grants to nonprofit organizations and units of local 
government to expand their capacity to provide housing and housing related services to low income 
persons within the organization's service area. Grants may be used for staff training, needs 
assessments, strategic planning, and other activities which will enable the organization to better 
address local housing needs. 

There is great interest in this housing program. A Request For Proposal was issued in May, 1990. 
Fifty applications requesting a total of $560,000 were received in response to the RFP. 1\venty­
three applicants were selected lo receive Capacity Building Grant funds. This is a category of special 
activity in the new federal housing legislation and state dollars will likely be an important source of 
matching funds for federal dollars. 

CaJ!aci~ Building Grants 
(Dollars in Thousands) 

Statistics F.Y. 1990 F.Y. 1991 F.Y. 1992 F.Y. 1993 
Applications Receive 0 50 55 60 
Amount Requested $-0- $560 $620 $670 
# of Grants Made 0 25 23 23 
Total Grant Amount $--0- $109 $103 $l03 
Average Grant Amount $--0- $4.4 $4.5 $4.5 

GOVERNOR'S RECOMMENDATION: 

The Governor recommends an increase of $2,500,000 each year of the biennium for a rental 
assistance program to promote neighborhood stabilization. In addition, the Governor recommends 
program reductions of $400,000 each year to the Tribal Indian Housing program and $700,000 each 
year to the Rehabilitation Loan program. 
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APPROP PROGRAMS 

ACTIVITY SUMMARY 

DETAIL BY CATEGORY: 
------------------
STATE OPERATIONS 
AID TO INDIVIDUALS 
-------------------
TOTAL EXPENDITURES BY CATEGORY 

SOURCES Of FINANCING: 

DIRECT APPROPRIATIONS: 
GENERAL 

STATUTORY APPROPRIATIONS: 

FY 1989 FY 1990 
----------- ---------------------- -----------

9,199 
3,688 

12,887 

8,536 
568 

----------------------9_.104 

Est. 
FY 1991 

----------------------

17,521 
3,326 

----------------------
20,847 

MN HOUSING FINANCE 12,887 9,104 20,847 
-----------------------===-===----- -=-----==== ========~== =========== 
TOTAL FINANCING 12,887 9,104 20,847 

FY 1992 

AdJU5ted Agency Governor 
Base Pian Recornm. 

----------- ---------------------- ----------- -----------

12,275 11,175 13,675 
1 .. 481 1,481 1,481 

----------- ----------- -----------
13,756 12,656 15>156 

11.,009 9,909 12 .. 409 

2,747 2,747 2,747 
~~~~-====== =========-- =--======== 

13,756 12,656 15,156 

FY 1993 

AdJU5ted Agency Governor 
Base Pian Raconvn. 

=========== =========== =========== 

13,349 12,249 14,749 
1,481 1,481 1,481 

----------- ----------- ---------------------- ----------- -----------14,830 13,730 16,230 

11,009 9,.909 12,409 

3,821 3,821 3,821 
=========== s========== ==========• 

14,830 13,730 16,230 
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DECISION ITEM: Budget Reductions in Appropriated Programs 

AGENCY PLAN: 

Expenditures 
General Fund 

GOVERNOR'S RECOMMENDATION: 

&penditures 
General Fund 

Requires stalutocy change: Yes 
Statutes Affocted: 

TIBM SUMMARY: 

Dollars in Thousands 
F.Y. 1992 F.Y. 1993 F.Y. 1994 F.Y. 1995 

$ (1,100) $ (1,100) $ (1,100) $ (1,100) 

$ (1,100) $ (1,100) $ (1,100) $ (1,100) 

X No 

The proposed reduction consists of $700,000 per year for the Rehabilitation Loan Program and 
$400,000 per year for the Tribal Indian Housing Program. The reduction in the Rehabilitation Loan 
Program would result in 90 fewer loans per year to very low income households who have homes that 
are in need of essential improvements. The reduction in the Tribal Indian Housing Program would 
result in 9 fewer home mortgage loans per year. 

RATIONALE: 

These are the 2 largest appropriation items and a reduction of this size is best handled in these 
items. 

GOVERNOR'S RECOMMENDATION: 

The Governor concurs with the agency plan to reduce the Tribal Indian Housing Program by 
$400,000 each year of the biennium. This will reduce the biennial appropriation for that program 
to $2,975,000 for the biennium. 

The Governor also concurs with the agency's planned reduction of $700,000 each year of the 
biennium. This will reduce the biennial appropriation for that program to $8,600,000. 
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DECISION ITEM: Rental Assistance for Neighborhood Stabilization 

GOVERNOR'S RECOMMENDATION: 

F.Jtpendilures 
General Fund 

Requires statutmy change: 
Statutes Affected: 

ITEM SUMMARY: 

Yes 

F.Y. 1992 

$ 2,500 

Dollars in Thousands 
F.Y. 1993 F.Y. 1994 F.Y. 1995 

$ 2,500 $ 2,500 $ 2,500 

No 

The Governor recommends a funding increase of $2,500,000 each year of the biennium for a rental 
assistance program. 

RATIONALE: 

The Rent Assistance for Family Stabilization Program would provide a rental subsidy for participants 
in programs providing self sufficiency training, post-secondary education, or job training. Joint 
applications would be required from cities, community action programs or nonprofit housing 
organizations, and training and education programs. 

The rent subsidy may be provided as a direct rent subsidy for existing property that meets the federal 
housing quality standards or may be tied to rental rehabilitation efforts in targeted neighborhoods. 
Funding will also be set-aside for project-based subsidies for rehabilitation projects in neighborhoods, 
targeted by cities, with a substantial percentage of deteriorated rental housing and family instability. 
Cities must consult with school districts in identifying neighborhoods with a high rate of turnover in 
student enrollment as one indicator of neighborhood instability. 

The rent subsidy would be limited to counties with high average housing costs and would be 
structured to provide only the necessary subsidy. 

The high cost of rental housing undermines efforts made by families receiving public assistance to 
achieve self-sufficiency and stability. It is not uncommon for families on public assistance to pay in 
excess of 70% of their income for rent and or live in severely deteriorated, but relatively affordable 
housing. These families move frequently in search of more affordable housing, more decent housing, 
or acceptable shared living arrangements. Family members whose time and attention are thus 
focused on their family's essential sheller needs are less effective participants in education, training, 
and other self-sufficiency programs. 

A rental assistance program for participants in self-sufficiency programs will help stabilize families 
by providing decent and affordable housing. The program will both contribute to the family's 
stability and well being, as well as increase the effectiveness of the state's education, training, and 
self-sufficiency programs. 

The Governor believes that this initiative, in addition to recommendations in the areas of Head Start, 

the Children's Health Plan, Early Childhood and Family Education and Family Plant" jrants will 
help to ensure that the children of Minnesota can look forward lo a stable, healthy, and economically 
secure future. 
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NON-APPROPRIATED PROGRAMS (DETAILED DESCRIPTION) 

(1) Single Family Mortgage Loans 

The MHFA's Single Family Mortgage Revenue Bond Program has a proven record of addressing this 
need. it was established to provide mortgage funds at below market interest rates to low and 
moderate income Minnesotans. Since first authorized by the legislature in 1971, this program has 
provided 27,673 mortgage loans in an amount of $1,209,672,508 through 6-30-1990. Mortgage funds 
are provided through the sale of tax-exempt mortgage revenue bonds, the proceeds of which are 
combined with bond leverage funds. Bond market conditions and financial constraints imposed by 
federal law necessitate a contribution to the bond sale to strengthen the security to bondholders. 
The effect of this contribution is to provide for the reduction of mortgage interest rates to levels that 
are more affordable by low and moderate income first time homebuyers. 

Generally, the MHFA's mortgage revenue bond (MRB) programs are provided in cooperation with 
private mortgage lenders throughout the state. Currently 149 lenders deliver the program in 278 
locations throughout the state. The MHFA also uses mortgage revenue bond proceeds to deliver 
"special assistance" mortgage programs that address specific housing needs. For example, in F.Y. 
1990, the MHFA set aside $10,500,000 to assist local communities in addressing their specific housing 
needs and $4,000,000 to non-profit housing providers to enable them to provide housing for very low 
income individuals. 

The affordability comparisons below reveal the difference that MHFA financing has in terms of the 
income needed to qualify for the average mortgage loan at the average program interest rate during 
each noted fiscal year. In all markets during the past 3 fiscal years, MHF A financing has maintained 
an interest rate spread of at least 1 1/4% on market rate mortgage financing. 

Recipient data clearly demonstrates that the MHFA is meeting its objectives of providing affordable 
mortgage financing to low and moderate income households. During the fiscal years compared, 
average MHFA borrower income has been between 68% and 75% of statewide median income. The 
average price of a home purchased with MHFA financing has been approximately 75% of the 
statewide average home purchase price. 

Notwithstanding the above, steps have been taken during F.Y. 1991 to even m,ore closely target the 
program. The MHF A has significantly limited the circumstances under which newly constructed 
homes may be financed to both encourage preservation of the existing housing stock and assure that 
more modest income borrowers who typically purchase existing homes have a greater opportunity to 
secure MHF A financing. The MHF A has also taken steps to set aside a greater percentage of 
mortgage funds for more modest income borrowers in need of the MHFA's Homeownership 
Assistance Fund, minority borrowers, disabled borrowers, and borrowers who are single heads of 
household. 

Affordability Comparison 
Average MRB Mortgage 
Average Market Interest Rate 
Average MRB Interest Rate 
Market Monthly Payment 
MRB Monthly Payment 
Lesser Amount of Monthly Income Needed 
Lesser Amount of Annual Income Needed 

Single Family Mortgage Loans 
(Dollars in Thousands) 

F.Y. 1988 
$54.8 

10.70% 
8.84% 
$0.51 
$0.44 
$0.27 
$3.22 

F.Y. 1989 
$51.6 

10.25% 
8.45% 
$0.46 
$0.40 
$0.24 
$2.92 

F.Y. 1990 
$51.6 

9.75% 
8.25% 
$0.44 
$0.39 
$0.20 
$2.40 

Recipient Data F.Y. 1988 F.Y. 1989 F.Y. 1990 
Average Borrower Income $25.7 $26.1 $25.7 
% Statewide Median 75% 74% 68% 
Average Home Purchase Price $58.0 $55.9 $55.9 
% of Statewide Average Purchase Price 78% 72% 72% 
Average Household Size 2.2 2.3 • 2.1 
% New Construction 27% 30% 30% 

Activity Summary F.Y. 1990 F.Y. 1991 F.Y. 1992 F.Y. 1993 
No. Mortgage Loans 1,796 2,403 2,307 2,307 
Dollar Mortgage Loans $92,760 $125,000 $120,000 $120,000 
Average Mortgage Loan $51.6 $52.0 $52.0 $52.0 

(2) Home Improvement Loans 

The Home Improvement Loan Program was established for the purpose of providing home 
improvement financing with affordable interest rates and terms to persons and families with low and 
moderate incomes. The loans may be used to bring homes into compliance with building and 
housing codes and standards, to accomplish energy conservation related improvements, to make 
housing more desirable to live in and to improve the quality of the existing housing stock. The 
purchase or installation of luxury items, recreational facilities and personal property are not eligible 
uses of loan funds. 

Affordability of financing depends on 2 factors: interest rate and loan term. Recognizing that loan 
affordability is dependent on income, the program offers interest rates of 3%, 5%, 7%, 9% and 
9. 75%, with the households with the lowest incomes receiving the lowest interest rates. Borrowers 
may take up to 15 years to repay the loan. This compares to typical market financing of 12% to 
13% interest rates and loan terms of about 1 year per $1,000 borrowed. The monthly payment on 
the average MHFA loan of $7,429 at 7% over 10 years is 34% less than the payment on a $7,429 
loan made under typical market conditions of 12% interest over 7 years. 

Not only does the Home Improvement Loan Program provide affordable home improvement 
financing, it provides financing in areas of the state where lending institutions do not have the capital 
to lend for home improvements. 

The Home Improvement Loan Program serves the target group of persons and families of low and 
moderate income, as defined by the MHF A Effective 5-1-90, low and moderate income is defined 
as household gross annual income of $36,000 or less. Since 5-1-90, the average gross annual income 
was $22,863. 

Since the program's inception in 1975, approximately 53,400 low interest rate home improvement 
loans totalling $300,000,000 have been purchased by the MHF A 

Loan funds are used for the following major improvement types: 

Improvements % of Dollars 
Additions and alterations 
Exterior finishing 
Interior finishing 
Roofing 
Plumbing 
Heating, Cooling, Ventilating 
Insulation and Energy Conservation 
Miscellaneous 

Types of Improvements 

29.0% 
16.5 
16.5 
7.7 
6.3 
6.6 
12.7 
4.7 
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Energy conseIVation continues to be a priority improvement for borrowers as 19.3% of loan funds 
are used to upgrade heating and cooling systems and to install insulation and storm doors and 
windows. The program also provides an affordable alternative to purchasing a larger, more expensive 
home in that 19.4% of borrowers use the funds to increase their living space. 

Program statistics below reflect increased loan volume resulting from the May, 1990 increase in 
income limits, and anticipated increase in the maximum loan amount to $25,000. 

Statistics 
No. of Loans 
Dollar Loans 
Average Loan Size 

(3) Home Energy Loans 

Home Improvement Loans 
(Dollars in Thousands) 

F.Y. 1990 
2,206 

$16,181 
$7.3 

F.Y. 1991 
2,593 

$21,000 
. $8.1 

F.Y. 1992 
2,680 

$22,000 
$8.2 

F.Y. 1992 
2,680 

$22,000 
$8.2 

This program provides subsidized financing for the purpose of increasing the energy efficiency of 
owner-occupied, single family properties. 

Loans for the installation of energy conseIVation items tend to be small and expensive to originate 
and seIVice. Therefore, this program provides a means to finance energy improvements which lenders 
are not generally willing to provide on a conventional basis. The program also provides an incentive 
to make energy improvements through the subsidized interest rate of 8.875%. 

Since 1987, the MHFA has used $3,675,000 of Exxon funds, $3,100,000 of Stripper Well funds, 
$1,950,000 of state appropriations and $500,000 of local government funds in conjunction with 
$54,050,000 of bond sales to purchase approximately $54,000,000 of energy loans. Approximately 
$16,000,000 of the bond sales were made possible through the recycling of $4,000,000 of contributed 
funds. 

The MHF A expects that an additional $4,000,000 can be recycled during the next biennium. 

Statistics 
No. of Loans 
Dollar of Loans 
Average Loan Size 

(4) Housing Assistance Payments 

F.Y. 1990 
3,526 

$11,347 
$3.2 

Home Energy Loans 
(Dollars in Thousands) 

F.Y. 1991 
3,726 

$12,000 
$3.2 

F.Y. 1992 
1,860 

$6,000 
$3.2 

F.Y. 1993 
1,860 

$6,000 
$3.2 

The MHFA, using bond proceeds, has financed 363 rental housing developments containing 20,120 
units located in 76 of the 87 Minnesota counties, with mortgages totalling $590,000,000. For 234 
of these developments, the U.S. Department of Housing and Urban Development (HUD) makes 
Section 8 housing assistance payments through the MHFA to tenants in order to reduce their 
monthly housing expenditures to approximately 30% of their income. 

Housing assistance payments are made to MHFA financed developments in order to provide rent 
subsidies for tenants of low and moderate income. Eligible tenants for rental units assisted under 
the Section 8 program are those with family incomes not in excess of 80% of the median income for 

the county in which a development is located, as determined by HUD. At least 31 . f all units 
must be rented to families of ''vecy low" income, which HUD defines as families wiln incomes less 
than 50% of the median income. For developments entering into contracts in 1981 and later, at 
least 95% of the units must be rented to ''vecy low" income families. 

In 1982, the federal government discontinued the Section 8 Program; however, assistance payments 
are committed to the MHFA's developments for the remainder of their mortgages (30 to 40 Years), 
and, therefore, must continue to be administered by the MHFA. The security for repayment of the 
MHF A's bonds depends on the MHF A's continued administration of these funds. 

This is a federal program. No state appropriations are used. 

Statistics 
Section 8 Developments 
Section 8 Households 
Annual Housing Assistance Payments 

(5) Rental Rehabilitation 

F.Y. 1990 
234 

13,691 
$60,700 

Housing Assistance Payments 
(Dollars in Thousands) 

F.Y. 1991 F.Y. 1992 
234 234 

13,691 13,691 
$61,900 $63,100 

F.Y. 1993 
234 

13,691 
$64,400 

This program is a federally funded program designed to increase the supply of decent, safe and 
sanitacy rental housing that is affordable to lower income families. 

Up to 50% of the cost of rehabilitation is provided to the owner in the form of a federal grant. 
Federal rent subsidies are provided to eligible low and very low income families. 

Statistics 
Units Rehabilitated 
Households Subsidized 
Grant Amounts 

( 6) Housing Trust Fund 

F.Y. 1990 
221 

64 
$1,104 

Rental Rehabilitation 
(Dollars in Thousands) 

F.Y. 1991 
400 

90 
$2,000 

F.Y. 1992 
300 
90 

$1,500 

F.Y. 1993 
300 
90 

$1,500 

This program is funded with interest earnings from real estate trust accounts and interest accrued 
on revenue bond application fees, forfeited fees, and fees which are not returned. Request for 
Proposals (RFP's) are issued twice each year for approximately $500,000. An 8 member advisocy 
committee assists the MHF A in reviewing applications and selecting projects for funding. The 
Housing Trust Fund provides zero interest deferred loans for financing affordable rental housing, 
limited equity cooperative housing, and homes for ownership for vecy low income persons and 
families. Seventy percent of the units must be occupied by households up to 30% of the Twin Cities 
area median income. There has been high demand for funds from the Housing Trust Fund and 
potential additional sources of funds are being studied. 

Statistics 
Applications Received 
Amount Requested 
Applications Funded 
Amount Funded 
No. of Units 

F.Y. 1990 
48 

$3,800 
16 

$1,100 
210 

Housing Trust Fund 
(Dollars in Thousands) 

F.Y. 1991 
50 

$4,000 
17 

$1,300 
260 

F.Y. 1992 
60 

$4,000 
16 

$1,000 
200 
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F.Y. 1993 
70 

$5,000 
20 

$1,000 
200 



PROGRAM: Non-Approrpiated Programs 
(Continuation) 

Agency: Housing Finance Agency 

(7) Low Income Housing Tax Credit Loans 

1992-93 Biennial Budget 

Direct federal rent subsidies for newly constructed housing and indirect federal tax subsidies for 
rental housing have been eliminated and replaced with the Low Income Tax Credit Program. 
Developments which meet the rent and tenant income requirements among other requirements are 
eligible for the credit. 

Three sources of funds are used to finance the project. The first source is debt financing which the 
MHF A provides. The second source is equity financing which is raised from the sale of the project 
to an owner who receives the tax credit which may also be financed by the MHF A through this 
program. The third source is grants or deferred loans from local governments, private foundations 
and the MHFA's Low Income Large Family Rental Housing Program. 

The MHF A invested $40,000,000 of its Housing Investment Fund into this program. The MHF A 
is exploring alternative financing alternatives for the next biennium since only a small portion of these 
funds are recycled any one year. 

Statistics 
No. of Units 
Average Loan/Unit 
Average Cost/Unit 
Total Loans 

Low Income Housing Tax Credit Loans 
(Dollars in Thousands) 

F.Y. 1990 
438 

$27.4 
$62.5 

$12,000 

F.Y. 1991 
1,111 
$27.0 
$65.0 

$30,000 

F.Y. 1992 
107 

$28.0 
$67.0 

$3,000 

F.Y. 1993 
103 

$29.0 
$68.0 

$3,000 

(8) Apartment Renovation Mortgage Loans 

This program provides 30 year fixed rate mortgage loans at 9.5% in the Twin Cities and 8.5% in 
Greater Minnesota for the purchase or refinancing and renovation of existing rental housing. 
Rehabilitation incentive loans at 0% interest are also provided to encourage additional rehabilitation. 
In order to be eligible, rents can not exceed Section 8 rents for existing buildings. 

Taxable bonds are sold for this program and the subsidy has been provided from the MHFA's 
Housing Affordability Fund. The MHFA needs to find a new source of subsidy to continue this 
program. The average income of assisted households is $17,591. 

Statistics 
No. of Units 
Per Unit Loan 
Per Unit Rehabilitation 
Average Rent (1 Bedroom) 
Total Loans 

Apartment Renovation Mortgage Loans 
(Dollars in Thousands) 

F.Y. 1990 
770 

$17.7 
$3.3 

$0.38 
$13.573 

F.Y. 1991 
960 

$17.5 
$3.4 

$0.38 
$16,768 

F.Y. 1992 
570 

$17.5 
$3.4 

$0.39 
$10,000 

F.Y. 1993 
556 

$18.0 
$3.4 

$0AO 
$10,000 

(9) Intermediate Care Facilities for the Mentally Retarded 

The MHFA makes mortgage funds available from the sale of tax exempt bonds for the development 
of group homes for the developmentally disabled. This is done to assist the State of Minnesota in 
its continuing effort to reduce the population in state hospitals and related institutions. Mortgage 
funds are not to exceed the lesser of the cost of the development or the maximum development cost 

allowed by the Minnesota Department of Human Services (OHS). Eligible applicants are nonprofit 
sponsors who have received a final Determination of Need approval from OHS and an Interim Per 
Diem rate. The housing will be in the form of group living facilities constructed in accordance with 
the Minnesota Department of Health design guidelines. 

Alternative Care Facilities of the Mentally Retarded 
(Dollars in Thousands) 

Statistics 
No. of Loans 
Mortgage Amount 
Persons Served 

(10) Other Programs 

F.Y. 1990 
2 

$200 
8 

F.Y. 1991 
10 

$2,300 
60 

F.Y. 1992 
24 

$5,000 
120 

F.Y. 1993 
24 

$5,000 
120 

The MHFA is actively involved in additional programs. The MHFA is one of the allocators of 
credits for the Federal Low Income Housing Tax Credit Program, administers a $750,000 revolving 
loan fund for nonprofit organizations, administers a $250,000 revolving loan fund for rental properties 
in receivership, has provided matching funds for projects receiving assistance under the federal 
Stewart B. McKinney Homeless Assistance Act, and administers the allocation of state general 
obligation bond proceeds for publicly owned transitional housing. 

GOVERNOR'S RECOMMENDATION: 

The Governor concurs with the agency's plan. 

NO NAPP PR.HF 
2-14-91 1:29pm jms 
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AGENCY: 
PROGRAM: 

HOUSING FINANCE AGCY 
HOUSING FINANCE 
NON-APPROP PROGRAMS 

ACTIVITY SUMMARY 

DETAIL BY CATEGORY: 
------------------
STATE OPERATIONS 
AID TO INDIVIDUALS 
-------------------
TOTAL EXPENDITURES BY CATEGORY 

SOURCES Of FINANCING: 
---------------------
DIRECT APPROPRIATIONS: 
STATUTORY APPROPRIATIONS: 

SPECIAL REVENUE 
HN HOUSING FINANCE 

---------------
TOTAL FINANCING 

FY 1989 
----------------------

26,227 
69,152 

95,379 

1,203 
94,176 

95,379 

1992-1993 BIEN NI Al BUDGET 
(DOLLARS IN THOUSANDS) 

FY 1990 
=========;:: 

32,393 
68,823 

101,216 

844 
100,372 
====c== 
101,216 

Est. 
FY 1991 

81,445 
76,871 

Hi8,316 

6% 
157,620 
======= 
158,316 

Adjusted 
Base 

----------------------

24,821 
66,610 

fY 1992 

Agency 
Pl.an 

----------------------

24,821 
66,610 

Governor 
Recomm. 

----------------------

24,821 
66,610 

----------- ----------- ---------------------- ----------- -----------
91 .. 431 

91Jl431 

91,431 

91,431 

91,431 

91,431 

91,431 

91,431 

91,431 

AdJus1:ecil 

Base 
----------------------

24,821 
67,870 

fY 1993 

Aseno:v 
Pl.an 

----------------------

24,821 
67,870 

Governor 
Reoomm. 

===-======~ 

24,821 
67,870 

-========== =========== =========== 
92,691 

92,691 

92,691 

92,691 92,691 

92,691 92,691 

92,691 
==-==-====• 

92,691 
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PROGRAM: 
Agency: 

Administrative Cost Ceiling 
Housing Finance Agency 

PROGRAM PURPOSE: 

ADMINIS1RATIVE COST CEILING (SUMMARY) 

19'J2..93 Biennial Budget 

An increase in the MHF A's total assets and bonds outstanding, along with the increased 
responsibilities for federal housing programs requires an increase in the MHFA's complement by 5 
positions and an increase in the cost ceiling. 

From 6-30-88 to 6-30-90, total assets have increased 13% from $2,100,000,000 to $2,370,000,000. 
Loans outstanding have increased 12% from $1,370,000,000 to $1,530,000,000. Bonds payable have 
increased 11 % from $1,590,000,000 to $1,770,000,000. The responsibilities for loan portfolio 
management, investment management, and debt management have increased and will continue to 
increase as the agency grows. 

New housing programs require additional staff. The Federal Low Income Housing Tax Credit 
Program is administered by the MHFA for a major portion of the state. In addition to the allocation 
of the credit, Congress has recently made the credit allocator responsible for monitoring the 
compliance of the project for 15 years. The issue of homelessness requires a full time person for 
the state. This position is needed for the coordination of federal McKinney programs along with 
other programs addressing this population. Another program which requires additional staff is 
housing financed through the Housing Trust Fund which has a legislativeiy mandated advisory council 
staffed by the MHF A 

The MHF A is requesting a 15% increase in its cost ceiling over the biennium. This increase will 
!!Q! be funded from state appropriations. Approximately 7% ($550,000) of the current cost ceiling 
is funded from state appropriations and the remainder is funded from MHFA's earnings. 

GOVERNOR'S RECOMMENDATION: 

The Governor concurs with the agency's plan. 
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1992-1993 BIEN NI Al BUDGET 
(DOLLARS IN THOUSANDS) 

AGENCY: 
PROGRAM: 

HOUSING FINANCE AGCY 
HOUSING FINANCE 
ADMIN COST CEILING 

ACTIVITY SUMMARY FV 1989 FY 1990 
==•================================~===~=============~•a: 
DETAIL BY CATEGORY: 
----------------
STATE OPERATIONS 
=================================== 
TOTAL EXPENDITURES av CATEGORY 

SOURCES Of FINANCING: 

DIRECT APPROPRIATIONS: 
STATUTORY APPROPRIATIONS: 

.5,689 7,034 
===== =========s= 
.5,669 7,034 

Est. 
FY 1991 

--======-=-

7,.560 

7,.560 

MN HOUSING FINANCE .5,689 7,034 7,.560 
----------------------------------- ----------- --- -- ---- -----------
TOTAL FINANCING 5,689 7,034 7,560 

AGl;usted 
Base 

======---=== 

8,30.5 
===== 
6,305 

fY 1992 

Agency Governor 
Pl.an Reoomrn. 

----------- ---------------------- -----------

8,305 
===== 
8,30.5 

8,305 

8,305 

8,30.5 8,30.5 8,30.5 

----- ----------- -----------
8,305 8,305 8,305 

AtilJusted 
Base 

=--=-======== 

8,686 
=========== 

8,686 

FY 1993 

Agency Governor 
Pl.an Reoomm. 

==-======== ===•=====a• 

8,686 8,686 
===== ==========• 
8,686 8,686 

8,686 8,666 8,686 
----------- ---------------------- ----------- -----------

8,686 8,686 8,686 
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I 
INTERNAL INVESTMENT 

MANAGEMENT 
CUR. POS. 3.0 

I 
I 

INVESTMENT 
ANALYSIS 

CUR. POS. 3.0 

STATE BOARD OF INVESTMENT 

ORGANIZATION CHART JULY 1, 1990 

STATE BOARD 
OF INVESTMENT 

5MEMBERS 

OFFICE OF SECRETARIAL 
EXECUTIVE DIRECTOR STAFF -CUR. POS. 3.0 CUR. POS. 4.0 

EXTERNAL INVESTMENT 
MANAGEMENT 
CUR. POS. 2.0 

I I 
SECURITY INVESTMENT ACCOUNTING 
TRADING ANALYSIS 

CUR. POS. 1.0 CUR. POS. 4.0 CUR. POS. 3.0 

I 
ADMINISTRATIVE 

MANAGEMENT 
CUR. POS. 1.0 

I 
I 

COMPUTER 
OPERATIONS 
CUR. POS. 1.0 
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ST ATE BOARD OF INVESTMENT 

POSITION AND EMPLOYEE STATUS INFORMATION 

POSITION RECONCILIATION: EMPLOYEES BY EMPLOYMENT STATUS: 

6/30/90 AUTHORITY: 

Legislative Complement 
General Fund 

Total Permanent Positions 

TOT AL POSITIONS 

Employees on 6/30/90 

CURENT REQUESTED 
FY. 91 FOR 6/30/93 

25 

25 

25 

24 

25 

25 

25 

Full-Time Unlimited 25 

TOTAL 25 
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AGE' Investment, Stale Board of 19'J2--93 Biennial Budg< 

MISSION: 

The State Board of Investment (SBI) develops and implements investmena policies and strategies for 
the state's retirement funds, trust funds and cash accounts. The statutory goal of SBI is ''to establish 
standards which will ensure that state and pension assets ..... will be responsibly invested to maximize 
the total rate of return without incurring undue risk." (M.S. Chapter llAOl) 

The SBI, composed of 5 constitutional officers, provides investment management for the Basic 
Retirement Funds, the Post Retirement Fund, the Permanent School Fund, and the Supplemental 
Investment Fund. In addition, the SBI manages Invested Treasurer's Cash and approximately 50 
other state cash accounts. On 6-30-90, assets managed through the board totaled $16.3 billion. 

The board retains an executive director, an internal investment management staff and external 
investment managers to execute its policies. In performing its duties, the board works in conjunction 
with the Investment Advisory Council, composed of 17 persons with investment and retirement fund 
expertise. 

The SBI staff recommends strategic planning alternatives to the board and council, and executes the 
board's decisions. The staff also provides internal management for approximately 50% of the board's 
assets, closely monitors the performance of all external managers retained by the board and reviews 
prospective investment vehicles for legislative consideration. The majority of the board's activity 
relates to investment of retirement funds (roughly 85% ). Primary clients are the current and retired 
members of the 3 statewide retirement systems - PERA, TRA, MSRS. For cash accounts, the 
board's largest clients are the State Treasurer and the Department of Finance. 

MAJOR POLICY DRIVERS: 

All activities of the board are governed under M.S. Chapters 11.A and 356.A To meet the goals 
therein established, the SBI must: 

111 Establish and periodically update the investment objectives, asset allocation and investment 
management structure for each of the funds. Seek and retain superior money managers to 
manage the assets of each fund. 

111 Monitor and evaluate investment perfonnance to insure investment objectives are met. 

111 Assess developments in the broad financial markets and evaluate their potential impact on SBI 
operations and policies. 

111 Communicate its investment policies to clients and constituents. 

Investment activity is divided into 2 major areas; externally and internally managed funds. Each re­
quires different strategies and investment vehicles. 

Externally managed funds. Assets of the ·Basic Retirement Funds and the Supplemental Investment 
Fund (approximately 50% of the total) are under external management. 

The Basic Retirement Funds invest the contributions of public employees and employers during the 
employees' years of public service. Approximately 312,000 public employees in 8 statewide retirement 
funds participate in the Basic Funds. The purpose is to function in a fiduciary capacity, investing 
pension contributions to provide sufficient funds to finance promised benefits at retirement. 

The Supplemental Investment Fund is a multi-purpose investment program that offers a range of 
investment options to slate and local employees. It serves a wide range of participants and 
investment goals, and is, therefore, structured much like a family of mutual funds. 

lnlcmally managed funds. The SBI directly invests about 50% of the assets wit 
entrusted. This includes the assets of lhe Post Retirement Fund and all money . 
accounts. 

'ch it is 
.dte cash 

The Post Retirement Fund contains the assets of approximately 59,000 retired public employees 
covered by 9 statewide retirement plans. Upon retirement, money sufficient to finance fixed monthly 
annuities for the life of the retiree are transferred from the Basic Funds to the Post Fund. 

The Post Fund's main purpose is to ensure that each retiree's initially promised benefit is paid. 
Benefit increases are granted if earnings exceed the statutory 5% required income. 

State Cash Accounts represent the cash balance in more than 400 separate accounts that flow 
through the Minnesota State Treasury. These accounts, ranging from $5,000 to over $400 million, 
are invested by SBI through 2 commingled short-term investment pools. The objectives are to 
presecve capital, provide a high level of current income and to meet the cash needs of state 
government without the forced sale of securities at a loss. The pools are expected to generate 
investment income equal to or greater than other money market-type funds. 

EXPLANATION OF BUDGET ISSUES AND ALTERNATIVES: 

In the past biennium SBI absorbed the inflation cost increases in all areas except salaries. By re­
prioritizing expenditures, SBI should be able to absorb 1992-93 non-salary inflationary costs without 
impacting programs dramatically. The SBI cannot, however, absorb projected salary increases within 
its current structure. If a salary supplement is not available, SBI will be forced to move internally 
managed stock and bond portfolios to external money management firms and reduce 3 staff positions. 
The additional costs associated with external management would be paid from the assets of the 
retirement funds. The General Fund dollars associated with the 3 positions would be used to fund 
F.Y. 1992-93 salary increases for the remaining 22 positions. 

By statute, SBI bills the statewide retirement funds and non-General Fund cash accounts for 
approximately 90% of its General Fund appropriations. These receipts are deposited in the General 
Fund as non-dedicated revenue. The General Fund appropriation not recovered (approximately 
10%) represents that part of SBI's budget associated with investment of the General Fund portion 
of the Invested Treasurer's Cash Fund. 

PERFORMANCE MEASURES: 

Statutes establish investment goals for the Basic and Post Retirement funds. In addition, the board 
has set more exacting standards for investment returns. The table below reflects that short and long­
term performance has generally exceeded both statutory requirements and the board's investment 
performance targets. 
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AGENCY: Investment, State Board of 
(Continuation) 

1992-93 Biennial Budget 

Basic Retirement Funds 
(Status as of 6-30-90) 

Market Value 

Total Return - Annualized 

Total Fund over 10 years 

Total Fund over 5 years 

Stocks/Bonds/Cash over 5 years 

Liquidity 

Minimal cash 

Market Value 
Realized Earnings-Annualized 

1 Year 

5 Year 

Liquidity 

Actual 
13.0% 

13.0% 

14.0% 

0.8% 

Post Retirement Fund 
(Status as of 6-30-90) 

Actual 
10.0% 

11.3% 

5.9% 

$7.1 billion 

Compared to Objective 
8.4% over inflation 

equals Market composite 

1.2% over median fund 

less than 1.0% ceiling 

$5.3 billion 
$458 million - F.Y. 1990 

Compared to Objective 
5.0% over required 

6.3% over required 

4.9% over 1.0% ceiling 

Supplemental Imatment Fund 
(Period ending 6-30-90) 

F.Y. 1990 
Income Share Account 

Total Account 11.1 % 
TUCS Median Balanced Fund 10.0 
Market Composite 11.0 
(60% Wilshire 5000/35% Solomon Broad/5% T-Bills) 

Growth Share Account 
Total Account 

TUCS Median Equity manager 
Market Composite 
(95% Wilshire 5000/5% T-Bill) 

Common Stock Index Account 
Total Account 

Wilshire 5000 Stock Index 

Bond Market Account 
Total Account 

Solomon Broad Bond Index 

14.2 
12.4 
12.6 

12.5 
12.7 

7.3 
7.7 

Annualized 
3 Year 

9.1% 
8.4 
9.1 

7.2 
8.8 
8.3 

8.1 
8.2 

9.6 
9.3 

5 Year 

11.7% 
12.7 
13.8 

12.3 
15.8 
15.2 

13.2 
13.1 

9.1 
10.6 

Money Market Account 
Total Account 

91 Day U.S. T-Bills 

Guaranteed Return Account 

F.Y. 1990 

8.9 
8.2 

Annualized 
3 Year 5 Year 

8.S 8.0 
7.S 7.0 

On 6-30-90, the market value of the Guaranteed Return Account was $60 million. 

State Cash Accounts (Year Ending 6-30-90) 

Treasurer's Cash Pool 
Trust Fund Cash Pool 

91 Day U.S. T-Bills 

Market Value 

$2.655 billion 
0.333 billion 

Return 

9.0% 
8.8 
8.2 

Some accounts within the Supplemental Investment Fund have not experienced the same high returns 
associated with retirement funds. However, the primary objectives of these accounts are capital 
preservation and current income. Returns for the State Cash Accounts, were well over target return 
levels. Overall, most funds managed by the SDI have met or exceeded their performance objectives. 

GOVERNOR'S RBCOMMENDATION: 

The Governor recommends an additional $380 for the biennium· to cover salary and inflation cost 
increases, due to considerations discussed in the Decision Item page that follows: 
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AGENCY: BOARD Of INVESTMENT 

PROGRAM RESOURCE ALLOCATION: 
=-=--=--=-------=--==========--==== 
INVESTMENT Of FUNDS 
REFUNDS/RETIRE FUNDS 
======================----===------
TOTAL EXPENDITURES BY PROGRAM 

SOURCES Of FINANCING: 
---------------------
DIRECT APPROPRIATIONS: 

GENERAL 
STATUTORY APPROPRIATIONS: 

SUPP INVEST INDEX 
STATE SUPPL BOND 
SUPP INVEST GI C 
MN SUPPL RETR fXD RE 
MN SUPPL RETIR INCOH 
MN SUPPL RETIR GRNTH 
POST RETIREMENT 
MN VARIBLE ANNUITY 
HONEY MGR FIXED INC 
HONEY MGR EQUITY 

FY 1989 
========--= 

1,693 
10,753 

12,446 

1,693 

1 

5 
150 
150 
150 
980 
100 

3,232 
5,985 

1992-1993 BIEN NI Al 8 U D 6 ET 
(DOLLARS IN THOUSANDS) 

FY 1990 
======-•-=== 

1,741 
12,061 

=========== 
13,802 

1,741 

1 
l 
7 

20 
60 
50 

750 

3,800 
7,372 

Est. 
FY 1991 

=========== 
1,793 

13,900 

15,693 

1,793 

l 
1 
8 

20 
100 
200 

1,000 

3,500 
9,070 

Adjusted 
Base 

1,812 
13,900 

15,712 

1,812 

l 
l 
8 

20 
100 
200 

1.,000 

3,500 
9,070 

FY 1992' 

Agency 
Plan 

1,812 
13.,900 

15,712 

1,812 

l 
1 
8 

20 
100 
200 

1.,000 

3.,500 
9,070 

Governor 
Reoomm. 

1,992 
13.,900 

=========== 
15,892 

1,992 

1 
l 
8 

20 
100 
200 

1,000 

3.,500 
9,070 

----------------------------------- ----------- ----------- ----------- ----------- ----------- -----------
TOTAL FINANCING 12,446 13,802 15.,693 15,712 15., 712 15.,892 

AdJusted 
Base 

=========== 
1,806 

13.,900 
=========== 

15,706 

1,806 

1 
1 
8 

20 
100 
200 

1,000 

3,500 
9,070 

FY 1993 

Agency 
Plan 

1,806 
13,900 

15.,706 

1,806 

1 
1 
8 

20 
100 
200 

1.,000 

3,500 
9,070 

Governor 
Reoomm. 

=========== 
2,006 

13,900 
=========== 

15,906 

2,006 

1 
1 
8 

20 
100 
200 

1,000 

3,500 
9,070 

----------- ----------- -----------
15,706 15,706 15,906 
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AGENCY: BOARD OF INVESTMENT 

F.Y.91 FUNDING LEVEL 

SALARY ANNUALIZATION 

TOTAL 
BIENNIAL TOTAL 

All FUNDS 

BASE RECONCILIATION REPORT 
for 1992-1993 Bignnium 

GENERAL FUND 
F.Y.92 F.Y.93 F.Y.92 F.Y.93 

15,693 

19 
------
15, 712 

15,693 

13 
------
15, 706 
31,418 

1,793 

19 

1,812 

1,793 

13 

1,806 
3,618 

OTHER STATE FUNDS 
F.Y.92 F.Y.93 

13,900 

13,900 

13,900 

13,900 
27,800 

FEDERAL FUNDS 
F.Y.92 F.Y.93 
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ACT l: 
PROGlv\M: 

AGENCY: 

Post Fund and Cash Investment 
Investment of Funds 
Investment, State Board of 

DECISION ITEM: Increase to Cover Salary Costs 

19'J2-93 Biennial Budg, 

Dollars in Thousands 
F.Y. 1992 F.Y. 1993 F.Y. 1994 F.Y. 1995 

GOVERNOR'S RECOMMENDATION: 

Expendituca 
General Fund $ 180 $ 200 $ 200 $ 200 

Revenues 
General Fund $ 162 $ 180 $ 180 $ 180 

Requirea 111tatutory change: Yes X No 
Statua.ea Affa:ted: 

ITEM SUMMARY: 

A special exemption for the State Board of Investment from the Budget Instructions requirement that 
all inflationary and salary increases be absorbed within the operating budget would avoid a serious 
decline in service and prevent the shifting of operating costs from the General Fund to pensions and 
other non-General Funds. 

BACKGROUND: 

The State Board of Investment (SBI) is responsible for the management of over $16 billion in assets 
in retirement system money and state cash accounts. About 50% of all money is invested by external 
money management firms under contract with the board. The other half is managed internally by 
analysts within SBI. Roughly 90% of the General Fund appropriation lo SBI is billed back to the 
statewide retirement systems, and returned to the General Fund as non-dedicated receipts. 

M.S.11.A assigns SBI with responsibilities for investing state and retirement system funds. The 
workload is exogenous to the agency, and must therefore be allocated either internally or externally. 
An implicit reduction of 10% in the General Fund appropriation for this agency reduces both 
expenditures and revenues from bill-backs to pension and non-General Funds at a ratio of 1: 0.9. 

Assuming there is no salacy supplement, as is provided in the current executive budget process, the 
board would need to layoff at least 3 persons involved in internal management of the Post 
Retirement Investment Fund, invested Treasurer's cash and other state cash accounts. The activity 
would then be transferred to external managers, and layoffs, severance and unemployment costs 
would be incurred as a result of the reduced activity. 

ST A 11s-ncs: 
BASE: 

General Fund 
Statutocy Appropriations 

Net result of implicit 10% cut: 

F.Y. 1991 

$1,793 
15,698 

F.Y. 1992 

$ 1,817 
15,717 

F.Y. 1993 

$1,811 
15,711 

Eliminate 3 staff positions 
Amount billed lo other funds 
Net General Fund savings 

Net n:sult if appropriation inacased: 

Proposed increase 
Less bill-back to other funds 
Net cost to General Fund 

RATIONALE: 

F.Y. 1992 
$193,337 (salary increases, severances, une1uploymenl) 

174,003 (receipts returned to General Fund) 
$19,334 

F.Y. 1992 
$180 

162 
$18 

F.Y. 1993 
$ 200 

180 
$20 

For F.Y. 1992, the net result of a General Fund implicit reduction of $193,337 is only $19,334. The 
savings are immaterial compared to the effect on operations. 

Though positions could·be reduced, the funds requiring investment would not. Moving this activity 
to external money managers merely shifts the costs of investing State Treasurer's Cash and other 
cash accounts lo the various pension and other non-General Funds. Critical functions would be 
curtailed, including the elimination of important analytic and internal control operations (SBl's) bond 
lending program alone generates approximately S3 million per year). 

Because SBI returns to the General Fund non-dedicated receipts equal to 90% of its General Fund 
appropriation, the budget instruction rules requiring reallocation within the BASE do not apply under 
these circumstances. 

GOVERNOR'S RECOMMENDATION: 

Increase over the BASE of $180,000 in F.Y. 1992, and $200,000 in F.Y. 1992 to offset costs of 
increased salary costs. The continuity and effectiveness of critical investment operations would be 
assured at a very small net cost to the General Fund. 
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19'J2-93 BIT:. iL BUDGET 

PROGRAM STRUCTURE 

AGENCY: MEDIATION SERVICES, BUREAU OF 

PROGRAM PAGE 

Representation/Mediation 

Labor-Management Cooperation 

339 

341 
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ADMINI!TRATIVE · 1 

SERVICES 

CUR. POS. 2.0 I I 

OFFICE OF 

BUREAU OF MEDIATION SERVICES 
ORGANIZATION CHART 7-1-90 

OFFICE OF THE 
COMMISSIONER 

CUR. POS. 3.0 

MEDIATION UNIT 
COOPERATIVE LABOR-
MANAGEMENT PROGRAMS 
CUR. POS. 4.ol I CUR. POS. 10.0 

REPRESENTATION UNIT 

I lcuR. POS. 6.0 
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Position Reconciliation: 

Authority: 

Legislative Complement: 
General Fund 

Total Permanent Positions 

TOT AL Positions 

Employees 
on 6-30-90 

Mediation Se. es, Bureau of 

Position and Employee Status Information 

Employees by Employment Status: 
Current Requested 

F.Y. 1991 For 6-30-93 6-30-90 

Full-Time Unlimited 22.0 
25.0 25.0 Part-Time Temporary 2.0 

--
TOTAL 24.0 

25.0 25.0 

25.0 25.0 

24.0 
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AGENC--Y: Mediation Services, Bureau of 1992-93 Biennial Budget 

MISSION: 

The mission of the Minnesota Bureau of Mediation Services is lo enhance the quality and character 
of union-management relationships so that labor disputes are reduced or eliminated. We fulfill this 
mission by anticipating, as well as responding to, needs and opportunities in the field of union­
management relations in competent, proactive and innovative ways which lead to improved union­
management relationships: 

11 Contract and grievance mediation assistance to union/management teams in both public and 
private sectors. 

11 Appropriate unit determinations and clarifications. 

11 Resolution of questions of union representation. 

11 Consultation and technical assistance in programs designed to improve the character of union-
management relationships at the work-site, in regions, and in specific industries. 

11 Administration of labor arbitration roster and services for both public and private sector clients. 

11 Detem1ination of fair share fee challenges. 

11 Public information programs, including conferences, symposia, and the publication of subscription 
services on bureau and arbitrator decisions. 

MAJOR POLICY DRIVERS: 

Requests for unit determination and clarification services have remained relatively constant over 
recent years; mediation activities have declined slightly. Changes in school district bargaining, 
including establishment of the January 15 deadline for teacher contracts, have increased demands 
on bureau staff during teacher bargaining years. 

Increased competitiveness and the globalization of the economy, as well as a desire to avoid the 
connict inherent in traditional collective bargaining, continues to drive labor and management in 
a search for alternative problem-solving methods. Requests for bureau leadership and assistance in 
building collaborative labor-management relationships, from both the public and private sectors, 
have resulted in the establishment of the Minnesota Labor-Management Partnership Program. 

EXPLANA11ON OF BUDGET ISSUES AND ALTERNATIVr~: 

To provide statutorily required services, meet the expanding expectations of labor and management 
representatives at reasonable levels, and meet projected increases in the costs of goods and services 
(including salaries) would require an increase in the bureau's base funding of $114,000 in F.Y. 1992 
and $211,000 in F.Y. 1993. To meet priority service needs and stay within BASE level funding, the 
bureau is reallocating within its BASE by decreasing funds available for grants to Area Labor­
Management Committees and transferring funds to the Labor-Management program. To achieve 
necessary services within these limits, it will be necessary for the bureau lo maintain 1.0 vacant 
positions for the full biennium. The breakdown by program is as follows: 

Representation/Medication 
Labor-Management Cooperation 

Reallocation by Program 
(Dollars in Thousands) 

General Fund 
F.Y. 1991 

$1,508.0 
347.0 

F.Y. 1992 
Change From 

F.Y. 1991 

$ (57.0) 
57.0 

F.Y. 1993 
Change, From 

F.Y. 1991 

$ (34.0) 
34.0 
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AGENCY: HEDIATION SERVICES 

PROGRAH RESOURCE ALLOCATION: 

-----------------------------------
HEOIATION SERVICES 
CO-OP LA8OR-HGHT PROGRAHS 
~:::::::::::T:::::::::::::::::::::: 

TOTAL EXPENDITURES BY PROGRAM 

SOURCES Of FINANCING: 
---------------------
DIRECT APPROPRIATIONS: 

GENERAL 
STATUTORY APPROPRIATIONS: 
-----------------------------------
TOTAL FINANCING 

FY 1969 

1,408 
283 

1,«-91 

1,«.91 

1.,691 

1992-1993 BIENNIAL BUDGET 
(DOLLARS IN THOUSANDS) 

FY 1990 

1,378 
340 

=======••== 
1,718 

1,718 

-----------
l, 718 

Est. 
FY 1991 

1,508 
351 

1,659 

1;859 

1,859 

AdJiwstcd 
Base 

1,523 
352 

1,875 

1,675 

1,875 

FY 1992 

A9ency 
Plan 

1,400 
409 

1,875 

1,875 

1,875 

Governor 
Rccomm. 

1,523 
233 

1,756 

1,756 

1,756 

FY 1993 
--------------------- -------

AaJ1.astet1 
Base 

1,520 
352 

---:a-------
1,872 

1.,872 

1,672 

As•nay 
Pl.•n 

1,48, 
386 

1,872 

1,872 

1,872 

&ov•rnor 
Reoomm. 

::::z:====== 

1,520 
63 

:aas::..::=•== 

1,603 

1,603 

===-======== 
l,b03 
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1192-1993 BIENNIAL BUDGET 
tOOLLARS IN THOUSANDS) 

AGENCY: 
PRQGRAH: 

ttEDIATION SERVICES 
HEDIATION SERVICES 

ACTIVITY RESOURCE ALLOCATION: 
Est. 

FY 1989 FY 1990 FY 1991 
SE~s&::;::az=;;aazc;:;==========zaa szagsa==s== ==•===•••c= 3===•====== 

REPRESENTATION HEDIATION 
---------------------------------------------------------
TOTAL EXPENDITURES BY ACTIVITY 

DETAIL BY CATEGORY: 

1.406 1,378 1,508 

=---------- ---======-= ----------= 
1.408 •• J78 1J508 

STATE OPERATIONS 1,408 1.178 1,508 
=================================== =========== =======~=== -----------
TOTAL EXPENDITURES BY CATEGORY 1,408 1,378 1,508 

SOURCES OF FINANCING: 
---------------------
DIRECT APPROPRIATIONS: 

GENERAL 1,408 1.378 1.soa 
STATUTORY APPROPRIATIONS: 
ssa:az-a--as--aa-aag-aaaa-----a---- ----------- ------•as-- c-:--------

TOTAL FINANCING 1,408 1,378 1,508 

A4Juste4 
8,u.e 

FY 1992 

Agency 
Pian 

Governor 
Recomm. 

s-----asg-a g-------a-a -----------

1,523 1,466 1,523 
----------- ----------- ---------------------- ----------- -----------

1,523 1,466 1,523 

1,523 1,466 1,523 

----- ----------- -----------
1,523 i,466 1,523 

1,523 1,466 1,523 

----------- ---------------------- ----------- -----------
1,523 1,4bb 1,523 

A4Juste4 
Base 

FY 1993 

A9e110V 
Pl•a 

5-vernor 
lea ..... 

--2--e-g-•- -----•••••• ••••••••••a 

1,520 1,486 1,520 
---------------------- :::::;::::: -··•-==:::; 

1,520 1,486 1,520 

1,520 1,486 1.520 
----- ----- ----------- -aa::z-----

1,520 1,486 1,520 

1,520 1,486 1,520 

---~------- ----------- ••••••asa-: 
1,520 l,"86 1.520 
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PROGRAM: 
Agency: 

Representation/Mediation 
Mediation Services, Bureau of 

PROGRAM PURPOSE: 

1992--93 Biennial Budget 

The Mediation and Representation program provides necessary ministerial functions in the 
administration of state labor relations statutes such as unit determinations, fair share fee challenges, 
and union representation elections. Additionally, this program provides mediation assistance to help 
eliminate the adverse social and economic consequences of labor disputes, as well as general purpose 
information programs and administrative services related to maintaining a stable and effective labor­
management climate. 

PERF<>RMANCE: 

Delays in responding to requests for mediation services and/or representation decisions can result 
in increased tensions and prolong the time required to resolve a dispute. Accordingly, the bureau 
attempts to schedule its work and activity to meet the real demands for its services' in a timely 
fashion. While the number of representation cases (unit determinations/clarifications and 
representation elections) have remained constant, the number of mediation cases has declined slightly. 
However, those parties requiring mediation services present the more difficult range of problems or 
issues and require a higher degree of mediation effort as a result of greater complexity, economic 
impact, and tension between the parties. In addition, the establishment of a January 15 teacher 
bargaining deadline creates an extraordinary burden during the fall preceding the deadline. While 
staff, including those mediators reassigned from the Cooperative Labor Management Program, put 
in consistently long weeks and week-ends during such periods, ad hoc contract mediators are 
necessary just to insure that all districts receive at least minimal mediation services prior to the 
January 15 deadline. Case load during the past 3 years is as follows: 

F.Y. 1989 F.Y. 1990 F.Y. 1991 

Active Mediation Cases 613 714 600 

Representation Petitions 
(including Fair Share) 370 314 350 

Arbitration Panel 
Referrals 289 323 300 

Because of the extremely diverse variables which impact the number, frequency, magnitude and 
complexity of labor disputes, traditional numeric indicators are impractical and irrelevant indicators 
of bureau performance. A more reasonable measure is client satisfaction. Because the bureau lacks 
resources to conduct formal measurement or analysis, we rely upon more subjective evaluations based 
upon informal and formal contacts by bureau managers with key representatives of the community 
we serve. Although unit and representation functions are more amenable to quantifiers such as time 
required and appeal reversal rates, here too client satisfaction and continued client confidence in the 
bureau are more significant indicators. 

Within this program, the bureau also provides clients with 2 monthly subscription services 
summarizing arbitrator awards and bureau decisions. 

PROSPECfS 

The services provided through this program are statutorily required. Absent massive change in the 
form of collective bargaining, which is not likely within the foreseeable future, requests for services 
should continue at the same level as in past years. While the staffing level being maintained in this 
program will be able to meet the "normal" workload, difficulty may again be experienced in meeting 
the need for mediator services during F.Y. t.992 teacher bargaining period. 

PLAN: 

Proposed BASE level funding within this program represents a reduction of $57,000 in F.Y. 1992 
and $34,000 in F.Y. 1993, allowing for cost increases attributable to salaries and other expenses. 
This reduction would be accomplished through a series of modifications including the shift of 2 
mediator positions, which have actually been assigned to the Labor-Management Cooperation 
program for the past several years, to that funding program; and elimination of non-essential 
services including termination of the 2 summary services (arbitrator awards and bureau decisions) 
provided for clients. Although bureau clients generate $27,800 annually in general funds for these 
subscription services, the loss of a vacant staff position used by the bureau to offset the costs of 
their production during the 1989 appropriation process makes continuation of these publications 
impossible if the bureau is to meet more critical service demands in the areas of mediation, 
representation and labor-management programs. 

GOVERNOR'S RECOMMENDATIONS: 

The Governor does not concur with the agency plan regarding the proposed reallocation of $91,000 
to the Labor-Management Cooperation program. The Governor recommends phasing out the ALMC 
matching grant portion of that program. 
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1992-1993 BIEN NI Al BUDGET 
(DOLLARS IN THOUSANDS) 

AGENCY: MEDIATION SERVICES 
PROGRAM: MEDIATION SERVICES 

ACTIVITY RESOURCE ALLOCATIONi 

REPRESENTATION MEDIATION 
=================================== 
TOTAL EXPENDITURES BY ACTIVITY 

DETAIL BY CATEGORY: 
----------------
STATE OPERATIONS 
=-=========-======================= 
TOTAL EXPENDITURES BY CATEGORY 

SOURCES Of FINANCING: 

DIRECT APPROPRIATIONS: 

FY 1989 FY 1990 
=========== =========== 

1,408 1,378 
=========== =======•a== 

1,408 1,378 

1,408 

1,408 

1,378 
=======a=== 

1,378 

Es-t. 
FY 1991 

----------------------
1,508 

1,508 

1,508 

1,508 

GENERAL 1,378 1,508 
STATUTORY APPROPRIATIONS: 

GENERAL 1,408 
=-----============================= =========== =======•s== -----------
TOTAL FINANCING 1,408 1,378 1,508 

AdJus1:ed 
Base 

----------------------
1,523 

1,523 

1,523 

1,523 

1,523 

1,523 

FY 1992 

Agenoy 
Pian 

----------------------
1,466 

=========== 
1,466 

1,466 

1,466 

1,466 

=========== 
1,466 

Govell"nOII" 
Recottn. 

----------------------
1,523 

=========== 
1,523 

1,523 

1,523 

1,523 

1,523 

Ad;1us1:ed 
Base 

----------------------
1,520 

=========== 
1,.520 

1,520 
----------------------

1.,520 

1,520 

=========== 
1,520 

FY 1993 

Agency 
Pian 

----------------------
1,486 
===== 
1,486 

1,486 

1,486 

1.,486 

=========== 
1,486 

Governor 
Reoomm. 

=========== 
1,520 

=========== 
1,520 

1,520 
===== 
1,520 

1,520 

=========•= 
1,520 
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PROGRAM: 
Agency: 

Labor-Management Cooperation 
Mediation Services, Bureau of 

PROGRAM PURPOSE: 

1992-93 Biennial Budget 

It is the goal of the Office of Labor-Management Programs to reduce the adversarial nature of the 
collective bargaining process and foster the establishment of voluntary, collaborative partnerships 
between unions and managements where requested. To accomplish this goal, the program offers: 

• technical and matching fund grant support for the establishment and continued operation of joint 
Area/Industry Labor-Management Committees (ALMC's); 

• consultant/facilitation services to assist employers and unions in jointly improving union­
management relationships at the work-site; 

• conferences/symposia on public policy topics in the field of union-management relations. 

PERFORMANCE: 

During its relatively short history, this office has been involved in the establishment of and on-going 
technical assistance for seven area/industry ALMC's. Matching fund grants have been provided to 
6 ALMC's: Twin Cities; Duluth; St. Cloud; Iron Range; and the construction, and public school 
"industries". In addition, the grant program and Bureau support have been instrumental in the 
establishment of a council for the hospital industry in the Twin City area. These ALMC's, in tum, 
assist in the development of work-site committees and other projects which bring the emphasis on 
union-management cooperation and collaboration down to operational levels. 

Growing client demand and expectations for staff support from the bureau in the development and 
implementation of proactive means for avoiding labor-management tensions have caused increased 
focus upon efforts to establish work-site programs. Currently 24 work-site committees (including 
counties, public health care facilities, public utilities, cities, and school districts) are operating with 
various levels of Bureau support. 

PROSPECI'S: 

There is substantial willingness and interest among labor-management teams to improve the 
collaborative nature of the union-management relationship, both locally and across the country. The 
use of professional labor mediators in programs which reduce the prospects of unmanageable conflict 
has clear benefit in terms of enhanced work place productivity, as well as in the more obvious 
reduction of labor disputes. As a result, many other states are also involved in efforts to establish 
proactive approaches to labor-management relations: California, Idaho, Illinois, Indiana, Iowa, 
Kansas, Kentucky, Massachusetts, Michigan, New York, Ohio, Oregon, Pennsylvania, Tennessee, 
Washington, West Virginia, Wisconsin and Wyoming. 

Because of current staff limitations, the bureau has been unable to meet all requests for assistance 
in this area in a timely fashion. About 12 unmet requests are currently pending and it is expected 
that demand for services in this program area will increase. 

Although for reporting and structure reasons a total of 4.0 staff positions are allocated to the 
Cooperative Labor-Management Program, these remain mediator positions which are essential to 
meet even minimal demand during peak contract negotiating periods. The modest decline in 
mediation case load may or may not be a result of the efforts of the bureau to change to a proactive 
rather than reactive intervention. It has, however, allowed a flexibility in the assignment of staff 
without reducing our crisis response. 

Reductions in this program will not only curtail efforts to shift the culture of labor-management 
relations from confrontation to collaboration, with attendant "messages" to the labor relations 

community, it will cripple the bureau's ability to respond to legitimate and unavoidable disputes. 
Media•-;.rs are essentially "firefighters" who must be able to respond when needed -- and who are now 
being deployed for "fire" prevention purposes when the alarms are not ringing. It will simply not 
be possible to respond to situations like teacher bargaining "fires" with reductions in this program. 

PLAN: 

Proposed BASE level funding within this program represents an increase of $57,000 in F.Y. 1992 
and $34,000 in F.Y. 1993 by reallocation of funds from the Representation/Mediation program. In 
addition, reallocation of $62,500 in F.Y. 1992 and $87,500 in F.Y. 1993 from funds presently 
appropriated for- grants to area/industry labor-management committees is recommended, resulting in 
the following: 

Grants to Area/Industry 
Labor-Management Comm. 

Operating expenses 
including staff 

F.Y. 1992 
$ 175.0 

228.S 

F.Y. 1993 
$ 150.0 

230.5 

Although the grant program continues to provide an important means for providing information and 
support regarding cooperative labor-management efforts, it is clear that this program does not satisfy 
the needs of bureau clients for ongoing professional staff consultation and assistance in effecting 
meaningful change in the nature of their relationship. Because environmental, economic, and 
productivity returns from cooperative efforts are most directly felt and observed at the work-site 
level, the agency has determined that it is crucial to maintain existing levels of support for this phase 
of program activity through the reallocation of existing levels of grant funds. 

GOVERNOR'S RECOMMENDATIONS: 

The Governor does not recommend the agency's plan for this program. Instead, the Governor 
recommends phasing out the Grants to Area/Industry Labor Management Committee grants portion 
of the program, and reducing 1 position in F.Y. 1993 (See Decision Item below). 
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1992-1993 BIENNIAL BUDGET 
(DOLLARS IN THOUSANDS) 

AGENCY: HEDIATION SERVICES 
PROGRAM: co-OP UBOIH1GHT PROGRAMS 

ACTIVITY RESOURCE ALLOCATION: fY 1989 FY 1990. 
-=------==-===--=======-===--~----- -----------
CO-OP LABOR-HHGT PROGRAHS 263 340 
--==========-=====----====--=--==== -==~-=====~ =======•-~= 
TOTAL EXPENDITURES BY ACTIVITY 283 340 

DETAIL BY CATEGORY: 

STATE OPERATIONS 
LOCAL ASSISTANCE 
--------------------------------------------------------------------
TOTAL EXPENDITURES BY CATEGORY 

SOURCES Of FINANCING: 

DIRECT APPROPRIATIONS: 

95 
168 

283 

GENERAL 283 
STATUTORY APPROPRIATIONS: 
c;aa•~••=~•••===••»=a~~•=====•~==== ========z== 
TOTAL FINANCING 263 

102 
238 

340 

340 

::::;;:;:aaac: 

340 

fi;t. 

FY 1991 

-----------
351 

351 

113 
236 

351 

351 

:a::;a::.::::= 

351 

AdJUSted 
Bas• 

----------------------

FY 1992 

Agency 
Pl.an 

Governor 
Reoonn. 

352 't09 233 
---=-==-=== ===----==== -----------

352 409 233 

114 171 
238 236 

----------- -------.----
352 409 

3.52 409 

-==--=-==== ;E==-=-==•== 
352 409 

114 
119 

233 

233 

-====-==i.=-==-
233 

AtiJusted 
Base 

----------------------
352 

--=:a•;:a;:::: 

352 

114 
236 

352 

FY 1993 

Aa•noy 
Plan 

8ewrnor 
a.o ...... 

======~s••• ••••••z==== 
386 83 

~:===•••aaa ••••••••~•• 
38' 83 

148 
238 

384. 

114 
<31> 

=========== 
83 

352 386 83 

==~aa;s:=== ••=~z•••=== •••••••••~• 
352 386 8J 
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PROGRAM: Admioiatntioo 1~93 OicuPiAI Dudgcl 
Apq: Rcw:auc. DcpanlDCDI. o{ 

PROGRAM l"~B: 

Foe lhc purpoiC ol IIUI budgca aarntive, the Adminiitntion Program includca the Commiaiooer'a 
Officx, llN: lnacmal Audit Offic:e. and lhc followiog diviaionl: Admini11nuive Scrvica, Faacal Scmca, 
Human Rc:aourca Mau,aacaa, Information Aa:al and Security, and lnfocmation $Y51ema. Tbc 
divilioal and uaill dclaibcd llcrc uc poupcd IOpdla" foe purpo6Q ot coovcnicooc and bialoriw 
compariaoll. 

'Thia program af(ccta, and ia aUccted by, many ol lbc dcpartmcnl'a a1ra1cgica for the fuauie. We bavc 
1 prima,y raoura:a roe canying out our miuioa and 1tn1cgie$: people, funds, and information. 
Allbougb our operating maoagcn bavc prima,y rapomibility (or managing our human, financial, and 
infonnation raoun:a, abc:ac managcn rely on the Adminiatralioo Proamo for K1Via:, aupport, and 
apcrtiac. Tbc CU5lomcn of tbc Adminialration Prosnm iocludc both IUpllycn (individually and 
oollcctivcty) and department maugcn and employcca. 

'The people in thia procram wort toward our goal that all employees be properly trained, equipped, 
and capable ol pcdonoing their dutica properly; lhat they have lhc information and logiiaical aupport 
Ibey DCCd; and IWII Ibey have lbc acrw:c dclive,y ayalelDI that '41cililate lbcir inte~ioo wilta lbcil' 
cllilomcn. 

n.c Cfwei-~• oakc indudca the Commiaioncr, the Dcpuay Commmioncr, the Affirmative 
Action OftK:a' and lbc T.-payu Rip~ Advocate. They provide overall lcadc:Rhip 10 the dcpartlDClll 
by: 

Lcadin& lhe d(on IO develop aouod &al policy foe the atate of MinnCM>ta: 

• Manasin& lhe atalC tu and revenue aystcm on behalf of the people of MinnCM>ta, 
• Devdopng and illlplcmcatiq poticica and proccdura 10 e8'UR equal opportunity to all 

employca. 
• Dcvdopin& policic:a and proa:dura that cmurc bir and equitable treatment for au citizcna, and 
• Pnwidilla an advocalC for all citiz.cal who bavc &rievancca againat lbc department. 

Tilic AdeillillDIM: SaWDCII Oiwilioa provida admin~arative and aupport 1e1Vica. 10 aU arcaa o{ the 
dcpartmeal, and acaa u lbc "single point ol oonuact• with other ,tale agencia, privale vendors, and 
oabcr oeganizatiool lbal provide KMa::5 or ma,c·nals lo ahc dcpanmcnl. 

11ac Fllall Sa¥ia:a Oiwilioa ICIVCI all areas of lhe department by: 

• frovidina fiu~ information aod financial managcmenl advice 10 all managcn in lbc dcpart­
lDClll, 

• Maintaining aod IIIODilOrin& lhc department', budget and ,pending plana, acoounll payable and 
payroll ayaacm, and 

• Providing fiaaacial Rporta and information 10 -managen. 

Tiiic lala1IIII Alldil oaiac c:naun:a tbal ahc department ii ming ill rQOurcca cf(cc&ivety by moniaorina 
illlaul maaroll ~· all arcu ol lllc dcpartmcal. 

Tiiic 11111111111 Raounx:r Maee,,_.... OivilMm c:Nura that our workforce is technically compclcnl 
IIDd ooolidco& by pnwidi•& bi&b quality human ra;ourcc management and 1raining scrvica, producu, 
a>o1ultatiooa, and &:Olllrola 10 all managen, ,upcrviwn and cmployca in the dcpartmena. 

1k laforwlal-~ Aax:aa and Sa::urily Oivilioo cncour.tga inlurmatiun achangc within an environ-
ment which :s tbal Federal, 5latc, and dcpanmcntal J.sla ~l:unty retjuarcmc:llls arc mcl_ 

11N:: ..,....._ S,.U- llMlioa providc:a the dcpartmau wilb timely, accurate iofonuaioll accdcd 
to effccaivdy operate 1bc 1M ,yaacm. 'Thia divilioo baa rapoaaibilty ro, plaanios. dcaipiaa ud 
imph:ecaaiaa: acw iaformation ayi.lclDI and (oc- operating ud aailllaiam& new ud CUIIMII .,....._ 

t P.RFORMANq!: 

During F.Y. 1990-91, the Admioiatralioo Program implcmcoted a variety ol tcdulical ~ ill 1bc 
DcparllllCIII ot Rcvcauc. Tbac included tbc impk:mcntadoa ol tbc TalplJU' ........ 
(Individual) and Compute.- Alaiated Compliaacc Syatcm (CACS) ayatcma, raullias ill ..... ~ 
liady, aa:uraae iafonution available 10 dcpartmcal auployca ud au.-,aa. "n. .......­
A«iolulla Syllca (l'PA) bcsuo ill Now:mbcc lM ia apccaed IO furthu impRM ... •rr-n 
Tbc Tupaycr Rqialratioo Syatem (IPR) providca au departmeat employca willl _... lalpa)'a" 
profalca u well u cuncot aod put biltoria foe au buaiocu and individual IMplJ'CIL 'Ille CA.Cs 
oootaina • Rpolilory ot wpaycr infonoa1ion oo au aupaycn 1bat owe abc auac 8JeCf oa ,_. due 
aua. In addilioo, ii cootaina ioforma&ion oo IMpaycn who baYC DOI falcd ietwa. nil ilfanuaioa 
allowa lllc department 10 more effectively punue tupaycn wbo arc rcouu i1J lkic ... ad 
paymaaaa. Tbc TP A provide& an on-line, a:n&ralizc:d rcpoulory ot all tranaacaioaa dlal ~ Ille 
balaaa: ol a IUplilycr'I accouDI. 'Thia ayalem providca aa:untle, limdy infonaatioa foe IUpllycn, 
cmployca and Olhcr ageocia. 

Oabcr F.Y. 1990-91 projccaa arc: 

• Dcvclopmcol of the DOR lnfraatrucauie 
• Complcaion ot lbc Buainca Model and initiatioo of lbc dc:up pbaae ot the Salca Tu PIIX.'Clllina 

Sy.tan 
• Enhanccmcnl of the CACS SY5tem 
• Pilol Syatem foe Elcc&ronic Filing of Individual Income 1M ietunaa 
• Pilol ol Opaical Character Recognition (OCR) applicatioD 
• lmplcmcntalioo of a Salca Tu Coupon 8(x)tlc1 proccu 
• Daise ud ioilial dcvdopmcot ol a Rcfunda Payable ayatcm 
• lmplclDCDtatioa, awn1eoaooc aad cobaoa:mcot ot a rcpoailory ot bucliDc data 
• Fcuibility aaudy ot an FJcctrooic Fuodl Trautcr Syaaca 
• C-OlllplclioD ol Stratqic lnformatioa SyatCIDI Plan 
• Lqialalivdy mandated modiftcalioa aod aya&CIDI dcw:lopmenl related lo lhc llCW Enaalaiacr ... 

foliticalCoolribution rdunda, Noa-raidcal P~tu, Lawful C....., T-,.yu 
Ripaa. and Corpontion lnoomc LU. 

Ctaaogio1 ICChll9k>gy aloos with the ioaaacd empbaaia oo producaivity, cuaaomc.- aaw:c aad 
partncnlaipa baa crated an· iocrcaain& occd for awaa1emco1 aavica, trainina, ud ooaa••weo.. 
Requaaa for management acrvica ba~ ran1ed from individual oonaultatiom 10 tKilitatioll of poup 
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AGENCY: MILITARY AFFAIRS, DEPARTMENT OF 

tm-93 BIBNNIAL BUDGET 

PROGRAM SlRlJCIURE 

PROGRAM PAGE 

ENLISTMENT INCENTIVES 

Cash Bonus{ruition Reimbusement 

MAINTENANCE OF TRAINING FACILITIES 

Camp Ripley-Holman Field 
Armory Maintenance 
Air Base Maintenance-Twin Cities and Duluth 

GENERAL SUPPORT 

Administrative Services 
Auxiliary Services 

352 

355 

358 
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Facility~ Office 

CUr.Pos 51.0 

Annories 

CUr.Pos. 76.8 

DEPARIMENr OF MILITARY AFFAIRS ORGANIZATIONAL ClfARI' 

Office of '!he Adjutant General 

CUr. Pas. 

l 
Holman Field 

CUr.Pos. 

I 
Cp Ripley Tng Site 

CUr.Pos. 91.5 

9.0 

25.0 

I 

Recruiting/Retention 
Incentives 

CUr.Pos. 1.0 

l 
'Tum City Airbase Duluth Air Base 

CUr.Pos. 59.0 CUr.Pos. 37.0 
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DEPARIMENr OF MILITARY AFFAIRS 

Position and Enployee status Infonnation 

roSITION RB:ONCILIATION 
Authority: 

EMPIOYEES BY EMPIOYMENr STA'IUS: 

legislative Complement 
General Fund 
Federal Fund 

legislative Authorized 

Federal Fund 

Total Pennanent Positions 

arrrent Requested 
FY 91 For 6/30/93 

137.8 135.8 
203.0 214.5 

11.5 

352.3 350.3 

other Complement (Full-ti.me Equivalency) 
General Fund • 2 • 2 
Federal Fund 30.0 30.0 

TOrAL Positions 

Enployees on 6/30/90 

382.5 

394 

380.5 

Full-Time Unlimited 
Full-Time Tenp:>rary 
Full-Time Seasonal 
Part-Time Unlimited 
Part-Time Temporary 
Intermittent Unlimited 
Intennittent Seasonal 

TOrAL 

6/30/90 
317 
19 
12 
29 

1 
6 

10 

394 
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AGENC\ .filitary Affairs, Department of 199.2-93 Biennial Budget 

MISSION: 

Mission Statement: The Department of Military Affairs is responsible to provide personnel and units 
that are trained, equipped and supported by facilities to meet all Federal and State missions. The 
department consists of the military forces of the State of Minnesota, hereinafter called the National 
Guard, the Office of The Adjutant General and all military reservations, military installations, 
armories, air bases and other facilities owned or controlled by the state for military purposes. The 
military forces of the state include the Anny National Guard, Air National Guard, and when 
organized, the Minnesota State Guard. 

• The federal mission of the Minnesota National Guard is to be available to augment the active 
forces in time of war or national emergency with personnel and units trained, qualified and 
equipped. More specifically, the Army National Guard is continually trained to augment the U.S. 
Army in time of war or national emergency. The Duluth Air National Guard organization 
performs it's federal mission on a daily basis: Provide detection and interception of hostile forces 
entering United States airspace. The Twin Cities Air National Guard organization also performs 
it's federal mission on a daily basis: Provides tactical airlifts of personnel and cargo around the 
world. 

• The state mission of the Minnesota National Guard is to provide units that are equipped and 
trained to support local law enforcement agencies in the protection of life and property and the 
preservation of peace, order and public safety, under orders of the Governor. 

• If the Minnesota National Guard were mobilized for federal service, it could be replaced by a 
then organized local militia called the State Defense Force. The State Defense Force, under the 
control of the Governor, would assume the state emergency duties formerly required of the 
National Guard. Currently, no State Defense Force is in existence. 

MAJOR POLICY DRIVERS: 

In peacetime, the Governor of the state of Minnesota is the Commander-In-Chief of the Minnesota 
National Guard and is the only person who may authorize their employment for the defense or relief 
of the state, the enforcement of its law, and the protection of life and property therein. Such 
employment would be in answer to a request for assistance from local law enforcement agencies. 
Included in the training program for National Guard troops are tactical and philosophical doctrine 
to prepare them to support, protect and assist their fellow citizens in time of emergency or natural 
disaster. This training cannot occur without the support of the legislature to insure adequate 
facilities and other support requirements are in place. 

Also in peacetime, the Minnesota National Guard is required to train for and be prepared to execute 
their federal mission. In this regard, M.S. 190.04 states that "All matters relating to the organization, 
discipline and government of the military forces not otheIWise provided for in the military code shall 
be decided by the custom, regulations and usage of the armed forces of the United States". The 
State of Minnesota is the tremendous benefactor of these "customs, regulations and usage". The 
staggering amount of federal fiscal support comes to the state in the form of command guidance and 
supervision, equipment, training opportunities, leadership development and construction. The ability 
of the National Guard citizen soldiers to respond to a call to service by their governor is primarily 
the result of their federally supported training. 

As stated in the department's biennial report for the biennium ending 6-30-89, during the period of 
10-1-87 to 9-30-89, the federal government contributed $320,497,000 to the operation of the 
Minnesota National Guard. During the state fiscal biennium 7-1-87 to 6-30-89, the legislature 
appropriated $17,687,000 for the operation of the Minnesota Army and Air National Guard. Of the 
combined amounts, the federal share was 94.5% of the total. Federally paid salaries for full-time 

'qd part-time employees and soldiers was nearly $204,030,000. We estimate that t ooeral 
untribution resulted in over $12,000,000 in state income taxes or nearly two thirds of the k ·3j state 
. ppropriation. 

It has long been the policy of the Department of Defense and the National Guard Bureau that to 
be effective, any National Guard organization must operate at or above their authorized strength 
ceiling. The federal government supports nearly 100 full-time Army and Air National Guard 
recruiting and retention personnel. Their job is to recruit new members for the Guard and retain 
those quality members eligible for reenlistment. Their efforts have been generously supported by 
the legislature with the tuition reimbursement and reenlistment bonus laws passed last session. 
Those state provided benefits have not only attracted hundreds of quality recruits, but has afforded 
higher education opportunities for some people who may not have had the financial resources to 
pursue post-secondary education. 

The Minnesota National Guard construction program is designed to meet the continuing need for 
expanded and upgraded facilities for its soldiers and airmen as they prepare to serve the needs of 
both the State of Minnesota and the United States. Funding for construction comes from both 
federal and state sources, reflecting the dual-mission nature of our militia. The ratio of federal/state 
contributions is as follows: 

New construction (except armories): 100% federal 
New construction of armories: 75% federal, 25% state, county, local 

The maintenance, betterment, and repair of armories is the total responsibility of the state with no 
federal fund provided for this purpose. Maintenance, betterment, and repair of facilities at Camp 
Ripley and the Army Aviation Support Facility are shared between state and federal funds. 

The maintenance, betterment, and repair of facilities at the Duluth and St. Paul Air National Guard 
bases are shared by the federal and state governments at a current ratio of 80% federal and 20% 
state. In the federal fiscal year beginning 10-1-91, a significant shift in that ratio will take place. 
At that time, because of reduction in military mission requirements, the ratio will become 75% 
federal and 25% state . 

EXPLANATION OF BUDGET ISSUES AND ALTERNATIVES: 

Federal Funding Change 

A most critical budget issue for the department is the pending reduction in federal support for 
facilities repair and maintenance at the Air National Guard bases in Duluth and St. Paul. As stated 
above, the current ratio of support of 80% federal versus 20% state is being changed, effective 10-
1-91 to 75% federal versus 25% state. To maintain only the current level of maintenance and 
repair at those 2 bases, $259,500 in additional state funding would be needed for the biennium. 
Without additional state funding, layoffs are probable. To avoid layoffs, an increase in complement 
of 1.7 positions would be required. An addition of 1.7 positions would actually save the jobs of 12 
individuals as this would make up the difference in state contribution from the current 20% share 
to the 25% share. It is likely that if layoffs occurred, it would hinder the ability of the Air National 
Guard to meet it's mission requirements. It would be nearly impossible to divert other positions for 
this purpose. 

Another budget issue resulted from the loss of 4 positions because of the early retirement provision. 
The positions were in the Maintenance of Training Facilities program. The positions were General 
Maintenance Worker positions at 2 armories, a Building Maintenance Supervisor and an Engineering 
Specialist Senior at Camp Ripley. The General Maintenance Workers were the only state employees 
at those armories and the only one performing those duties. The services they performed are 
essential to the ·mission requirements of National Guard organizations in those armories. We found 
it necessary to contract for those services with the maintenance and repair funds being used to pay 
for maintenance and repair materials to pay personnel costs. 
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AGENCY: Military Affairs, Department of 
(Continuation) 

1992-93 Biennial Budget 

The department has projected a substantial salary shortfall during the next biennium. The 
Department of Finance has indicated that no salary supplement should be expected during the 
biennium, however, we are anticipating a 4.5% raise each year and must plan a course of action. 
The total amount of the shortfall is estimated to be $399,131 in F.Y. 1992 and $609,817 in F.Y. 
1993. These amounts include approximately $165,000 in unfunded workers compensation payments 
and $17,000 for insurance benefits for employees receiving workers compensation. Four employees 
took advantage of the early retirement program offered, their insurance costs approximately $36,000 
per year which also in unfunded. The salary shortfall results from previous cost of living increases 
being funded from 65-85% during the past 10 years. We also don't have much of an employee 
turnover and with workers compensation insurance benefits and unemployment compensation coming 
from "salary savings", there isn't enough left to cover unfunded salary increases. When the change 
in the federal support ratios occurs in October of 1991, an additional shortfall will be even greater, 
adding approximately $65,189 in F.Y. 1992 and approximately $79,481 in F.Y. 1993. There are not 
enough projected vacancies within the next two years to make up the shortfall and the layoff of up 
to 12 employees is anticipated. 

Another budget issue is the gradual decline in the dollars available for maintenance and repair of 
facilities. For several years, certain categories of maintenance and repair items have been either 
connected to the operating budget or the capital budget. The seemingly yearly change in policy on 
what is to be included where has resulted in basically no funding for larger projects needed to 
maintain structural integrity, operating efficiency, and environmental soundness. In the last biennial 
budget, the department requested nearly $2.8 million dollars in CHANGE REQUESTS for such 
projects that were, historically, supported by the capital budget. None of those CHANGE 
REQUESTS were funded nor were they allowed to be included in the subsequent capital budget. 

The elimination of a mechanism to request needed funds above the base level is of concern to this 
department. The need for additional dollars in some areas still exists as it did during the last 
biennium when only 1 small CHANGE REQUEST for $6,000 was funded. We continue to deny 
requests for employee training and travel. Employee safety and health programs and equipment must 
be funded but no additional dollars were provided for that purpose. We are continually asked to 
provide the same or better service with base level amounts in some activities that haven't changed 
in 6 years. Any savings generated are either taken by a budget reduction, workers compensation 
costs, or unfunded wages increases. We feel that our commitment to the enlistment incentives 
package during the last biennium overshadowed critical needs in other areas. 

GOVERNOR'S RECOMMENDATION: 

The Governor concurs with the agency's plan. 
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AGENCY: MILITARY AFFAIRS,DPT 

PROGRAM RESOURCE ALLOCATION: 

ENLISTMENT INCENTIVES 
MAINT-MILIT TRNG FAC 
GENERAL SUPPORT 
---------------------
TOTAL EXPENDITURES BY PROGRAM 

SOURCES OF FINANCING: 
---------------------
DIRECT APPROPRIATIONS: 

GENERAL 
STATUTORY APPROPRIATIONS: 

GENERAL 
SPECIAL REVENUE 
FEDERAL 

---------------
TOTAL FINANCING 

FY 1989 

1,992 
14,532 

1,956 

18,480 

8,424 

447 
565 

9,044 

1992-1993 BIENNIAL BUDGET 
(DOLLARS IN THOUSANDS) 

FY 1990 
----------------------

1,192 
16,320 
6,021 

23,533 

8,517 

645 
4A50 
9,921 

Est. 
FY 1991 

----------------------
3,070 

17,198 
1,640 

21,908 

10,426 

495 

10,987 

Adjusted 
Base 

2,350 
17,780 
1,763 

21,893 

10,100 

495 

11,298 

FY 1992 

Agency 
Pl.an 

----------------------
2,350 

17,780 
1,763 

21,893 

10,100 

495 

11,298 

Governor 
Recomm. 

2,350 
17,780 

1,763 

21,893 

10,100 

495 

11,298 

----------- ----------- ----------- ----------- ----------- -----------
18,480 23,533 21,908 21,893 21,893 21,893 

Adjusted 
Base 

2,350 
17,920 
1,760 

22,030 

10,237 

495 

11,298 

FY 1993 

Agency 
Pl.an 

2,350 
17,920 
1,760 

22,030 

10,237 

495 

11,298 

Governor 
Recomm. 

2,350 
17,920 

1,760 

22,030 

10,237 

495 

lb298 

----------- ----------- -----------
22,030 22,030 22,030 
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AGENCY: MILITARY AFFAIRS,DPT 

F.Y.91 FUNDING LEVEL 

ONE-TIME APPROPRIATIONS 
BIENNIAL APPROPRIATIONS 
APPROPRIATIONS CARRIED FWD 
SALARY ANNUALIZATION 
DOCUMENTED RENT/LEASE INCR. 

TOTAL 
BIENNIAL TOTAL 

ALL FUNDS 

BASE RECONCILIATION REPORT 
for 1992-1993 Biennium 

GENERAL FUND 
F.Y.92 F.Y.93 F.Y.92 F.Y.93 

21,908 

311 
62 

<588> 
67 

133 
------
21, 893 

21,908 

311 
62 

<588> 
48 

289 
------
22, 030 
43,923 

10,921 

62 
<588> 

67 
133 

10,595 

10,921 

62 
<588> 

48 
289 

10,732 
21,327 

OTHER STATE FUNDS 
F.Y.92 F.Y.93 

F.Y. 1991 Budget Reductions (Information Only) 

FEDERAL FUNDS 
F.Y.92 F.Y.93 

10,987 

311 

11,298 

10,987 

311 

11,298 
22,596 

The following F.Y. 1991 reductions were implemented in Laws 1991, Chapter 2. These reductions are not reflected as changes to F.Y. 1991 or F.Y. 1992-93 BASE Levels within the 
budget documents. 

Military Affairs General Fund 
S (458) 
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ACllV 
PROGl 

AGENvr.': Military Affairs, Department of 

1992-93 Biennial Budge 

DECISION nEM: Financing Inflationary Costs-Informational 

Dollars in Thousands 
F.Y. 1992 F.Y. 1993 F.Y. 1994 F.Y. 1995 

AGENCY PLAN: 

.Expenditures 
General Fund-Inflation $ 177 $ 361 $ 361 $ 361 

Reduction (177) (361) (361) (361) 
$ --0- $ --0- $ --0- $ --0-

Rew::nuea 
General Fund $ --0- $ --0- $ --0- $ --0-

Requires statuloly change: Yes X No 

ITEM SUMMARY: 

Following the Biennial Budget instructions salary projections assumed a 4.5% across the board 
increase for all employees for an amount of $177,000 in F.Y. 1992 and $361,000 in F.Y. 1993. Salary 
costs were fully funded assuming no vacancies. 

RATIONALE: 

111 Depending on location and position, vacancies caused by employee attrition will be closely 
scrntinized to determine if significant savings could be realized by staff reorganization. 

111 Reduction in the level of programmed maintenance al training facilities is being studied to 
determine potential savings that will not significantly effect structural integrity or efficiency of 
operation. 

111 Studies are currently underway to determine permanent savings that may be realized from the 
closure of 2-4 training facilities. Military force structure needs of the National Guard are 
paramount in these studies. Readiness of National Guard personnel and units cannot be degraded 
by any facility closures. 

11 Staffing of the central office is being reviewed to determine if consolidation of duties may be 
possible in case personnel layoffs are required. 

• We may need to require a greater COQtribution to basic operating costs from state-owned armory 
funds and Minnesota State Armory Building Commission funds. 

GOVERNOR'S RECOMMENDATION: 

The Governor concurs with the agency's plan. 
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PROGRA. Enlistment Incentives 199".l--93 Biennial Budget 
Agency: Military Affairs, Department of 

PROGRAM PURPOSE: 

This budget program consists of a Tuition Reimbursement program based on 50% of the tuition 
charged at the University of Minnesota and a Reenlistment Bonus program. Both incentives are 
designed Lo: 

a. Increase the number of qualified recruits into the Minnesota National Guard so as to meet 
strength maintenance targets established by the National Guard. 

b. Attain and maintain 98% to 100% of authorized strength by reducing the number of Guard 
members electing to terminate their service. 

c. Improve the educational level of those citizens of Minnesota who are also members of the 
National Guard by offering financial assistance to those who allend a post-secondary educational 
institution. A better educated soldier is a better soldier. 

d. Increase the number of medical doctors in the Minnesota Army National Guard. 

PERffiRMANCE: 

In a short phrase, both programs have given far greater results than were expected in the relatively 
short period of time they have existed. In the spring of 1990, the Minnesota Army National Guard 
reached 100% of its authorized strength, a plateau that has not been reached since the early 1970s. 
This is the most vivid evidence of program success. Keeping in mind the main objective of both 
parts of this program, the following measures of effectiveness graphically show their impact. 

Effectiveness Actual Actual Actual Estimate Estimate 
Measures F.Y. 1989 F.Y. 1990 F.Y. 1991 F.Y. 1992 F.Y. 1993 

Assigned Strength (July 1) 10,337 10,486 10,865 10,900 10,900 

Effectiveness Actual Actual Actual Estimate Estimate 
Measures F.Y. 1989 F.Y. 1990 F.Y. 1991 F.Y. 1992 EL..1993 

# Medical Students in NA 3 6 8 (MAX) 8 (MAX) 
Tuition Reimbursement 

Participation of medical students who will be come medical officers is capped at 8 individuals per 
department policy. 

Effectiveness 
Measures 

Tuition Program 
Participants 

Actual 
F.Y. 1989 

2209 

Actual 
F.Y. 1990 

2747 

Actual 
F.Y. 1991 

3200 

Estimate 
F.Y. 1992 

3800 

Estimate 
F.Y. 1993 

3800 

The number of participants in the Tuition Reimbursement program is approximately 25% of the total 
assigned strength of the Minnesola National Guard. 

In today's technical world, the majority of soldiers must possess a higher level of intelligence than 
was required in the past. The Tuition Reimbursement program allows Minnesota National Guard 
members to attend public or private institulions including vocational-1echnical schools. It has been 
the major incentive for quality personnel to join the Minnesota National Guard. Leaders at all levels 

. :,tve commented on the number of young, quality, soldiers joining their ranks and what a o. _.ence 
it is making in the unit and the community. The program administrator has received numerous 
letters commending the program and the benefits derived from it. In many instances, these soldiers 
are able to pursue educational endeavors that would not have been available to them due to financial 
reasons. 

Effectiveness 
Measures 

Reenlistment Rate 

Actual 
F.Y. 1989 

78.5% 

Actual 
F.Y. 1990 

85.8% 

Estimate 
F.Y. 1991 

86.0% 

Estimate 
F.Y. 1992 

86% 

Estimate 
F.Y. 1993 

86% 

It should be noted that the average reenlistment rate for all states is only 72.9%. Minnesota has the 
12th highest reenlistment rate in the nation. For every soldier who is retained (reenlists), that is one 
less new recruit we need. 

Reenlistment is a measure of our ability to keep members once they have joined. All enlisted 
members are contractually obligated to serve in the National Guard for a variable, but specific, 
number of years. At the completion of a contractual obligation, a Guard member has an option 
of either continuing as an active Guard member or terminating their membership. The reenlistment 
rate is the percentage of all members who have completed their contractual obligation and are 
eligible for continued membership. Reenlistment periods can be for a minimum of 1 year and a 
maximum of 6 years, however, to be eligible for the Reenlistment Bonus, a minimum reenlistment 
period of 3 years is required. Eighty-seven percent of all members reenlisting this past fiscal year, 
did so for 3 or more years. The dramatic improvement of the reenlistment rate is directly attributed 
to this program. 

PROSPECI'S: 

TUITION REIMBURSEMENT PROGRAM: 

From the inception of the pilot program on 7-1-88, the strength of the Minnesota National Guard 
has steadily increased. In April of this year, the Minnesota Guard reached 100% of it's authorized 
strength, a feat. that had not been accomplished since the early 1970s when the draft was still 
motivating people to join the Guard. A state which maintains it's strength at or near 100% is 
considered for additional federal funds which can be utilized for training, new construction projects, 
and new equipment. 

During F.Y. 1990, administrative procedures were streamlined to decrease the amount of processing 
time required for each application. During F.Y. 1990, a single Clerk/I'ypist I processed nearly 6,000 
applications and associated follow-up/payment documents. If participation cominues to increase at 
it's current pace, the increased workload could not be handled by a single employee. Combination 
of the administration of the Tuition Reimbursement and Reenlistment Bonus program may reduce 
some duplication of effort. 

The Tuition Reimbursement program was to assist members of the Minnesota National Guard to 
enroll and complete an educational program al a college or university. To this purpose we are 
dedicated. If funding levels decline in the future, the scope of the program may have to be reduced, 
making assistance available to a lesser number of soldiers and airmen. Currently, individuals must 
pass courses to be reimbursed. 

REENLISTMENT BONUS PROGRAM: 

Depending upon strength maintenance guidance from the National Guard Bureau, our primary goal 
will remain to place maximum effort to entice quality soldiers and airmen to remain in the National 
Guard after their first term of enlistment. There must, however, be some altrition at the top to 
make room for new, young, lower ranked individuals. During the first 6 years of the program the 
total numbers of participants will grow until those reenlisting in F.Y. 1990 lose their eligibility in 
F. Y. 1996. It is estimated that the number of program participants will steadily increase during the 
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PROGRAM: Enlistment Incentives 
(Continuation) 

Agency: Military Affairs, Department of 

19«J2-.93 Biennial Budget 

first 6 years of the program as follows. The appropriation to meet potential commitments is shown 
parenthetically where it applies. F.Y. 1990: 42; F.Y. 1991: 1032 ($258,000); F.Y. 1992: 2045 
($511,250); F.Y. 1993: 3044 ($761,000); F.Y. 1994: 3692 ($923,000); F.Y. 1995: 3363 ($840,750). 
The leveling off that becomes evident in F.Y. 1995 is a result of the "pipeline" being full and 
participants should be at the maximum. 

~: 

TUITION REIMBURSEMENT PROGRAM: 

At this time, the base level funding for F.Y. 1991 will be sufficient to operate the Tuition 
Reimbursement program at its current level for fiscal years 1991, 1992 and 1993. There are 
opportunities to expand the program to include reimbursement for GED programs, commercial flight 
training programs, graduate level programs, Guard member dependent assistance programs and 
continuing education courses. Program expansion will depend on future strength maintenance 
considerations and progress of current tuition reimbursement participant trends. 

REENLISTMENT BONUS PROGRAM: 

The BASE LEVEL will have to grow in this program with each year until F.Y. 1996 because we are 
now just "filling the pipeline" and it won't be full until then. Should this not be possible, the 
program will have to be scaled down to stay within available dollars. 

Agency Reallocations: 

Tuition Reimbursement: F.Y. 1992: ($132,000) F.Y. 1993: ($132,000) 

Estimates of the number of participants in the Reenlistment Bonus program is going to be less 
than expected in F.Y. 1991 offering an opportunity to reallocate dollars to the Maintenance of 
Training Facilities Program. This was the only source for reallocation. 

GOVERNOR'S RECOMMENDATION: 

The Governor concurs with the agency's plan. 
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1992-1993 BIEN NI Al BUDGET 
(DOLLARS IN THOUSANDS) 

AGENCY: 
PROGRAM: 

MILITARY AFFAIRS,DPT 
ENLISTMENT INCENTIVES 

ACTIVITY RESOURCE ALLOCATION: 

CASH BONUS/TUITION REIMB 
------------------------
TOTAL EXPENDITURES BY ACTIVITY 

DETAIL BY CATEGORY: 
------------------
STATE OPERATIONS 
AID TO INDIVIDUALS 
------------------------------
TOTAL EXPENDITURES BY CATEGORY 

SOURCES OF FINANCING: 

DIRECT APPROPRIATIONS: 

FY 1989 

1,992 

1,992 

FY 1990 

1,192 

1,192 

Est. 
FY 1991 

----------------------
3,070 

3,070 

1,035 34 923 
957 1,158 2,147 

----- ----------- -----------
1,992 1,192 3,070 

GENERAL 1,992 1,192 3,070 
STATUTORY APPROPRIATIONS: 
----------------------------------- ----------- ----------- -----------
TOTAL FINANCING 1,992 1,192 3,070 

Adjus"ted 
Base 

2,350 

2,350 

fY 1992 

Agency 
Pl.an 

2,350 

2,350 

Governor 
Recomm. 

2,350 

2,350 

335 335 335 
2,015 2,015 2,015 

----- ----------- -----------
2,350 2,350 2,350 

2,350 2,350 2,350 

2,350 2,350 2,350 

Adjus"ted 
Base 

2,350 

2,350 

fY 1993 

Agency 
Pl.an 

2,350 

2,350 

Governor 
Recomm. 

2,350 

2,350 

335 335 335 
2,015 2,015 2,015 

----- ----------- -----------
2,350 2,350 2,350 

2,350 2,350 2,350 

2,350 2,350 2,350 
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PROGR Maintenance of Training Facilities 19'J2-93 Biennial Budget 
Agcn'-Y: Military Affairs, Department of 

PROGRAM PURPOSE: 

To repair, replace, maintain and control Minnesota National Guard training, administrative and 
storage facilities, with minimum essential custodial service. Facilities must be maintained in a manner 
to insure structural integrity, general appearance, safe condition, energy efficiency, security and 
continued usefulness for effective mission training of Minnesota National Guard units and personnel. 
Many of the armories and some Camp Ripley facilities are utilized by other state agencies, 
community organizations and governmental units, businesses and individuals on a rental basis. Rental 
proceeds remain at the local armory level for minor, day-to-day maintenance requirements. The 
program serves three major activities: 

1. ARMORY MAINTENANCE: Provides utility services, materials and personnel to operate and 
repair the facilities systems for 71 single and multiple unit Army National Guard annories, 19 
Organizational Maintenance shops, and 5 Motor Vehicle Storage buildings located in 67 separate 
localities. Each armory has a General Maintenance Worker assigned, many of whom are less than 
full-time. They perfonn daily maintenance activities and perfonn minor repair and betterment 
duties. Most repairs and bettennent, other than minor repairs, are accomplished by the 
department's "Armory Crew'' which consists of 2 Carpenters, 1 Roofer, 1 Plumber, 1 Electrician, 
1 Mason and 1 Painter. Nearly all fuel and utility costs are paid from this program. 

2. AIR BASE MAINTENANCE: Serves 2 Air National Guard bases located in Duluth and St. Paul 
at the Twin Cities International Airport. The key mission at both bases is to provide training to 
it's members in a wide range of skills that are necessary to support the operations of their units. 
Much of that training is conducted at the respective bases and must be supported by adequate 
facilities and utility services. The state dollars provided for this activity are for utility services, 
joint utilization agreements with appropriate airport authorities, refuse collection, and material and 
personnel to operate the facility systems and provide small maintenance and repair services to the 
facilities. This state support amounts to only 20% of the total facilities requirements with the 
federal government providing the remaining 80%. During the biennium ending 6-30-89, federal 
dollars invested in the 2 air bases amounted to $25,467,000 which state dollars invested amounted 
to $2,106,000. 

3. CAMP RIPLEY/HOLMAN FIELD: Provides buildings, grounds, and physical maintenance for 
the 53,000 acre, state-owned, training site at Camp Ripley and the Army Aviation Support Facility 
at the St. Paul Downtown Airport. Through the investment of primarily federal dollars, Camp 
Ripley has become a model National Guard year around training site well known as such through 
the nation. It has many of the same type training areas, facilities and equipment found only at 
large active army installations. Minnesota is only one of 4 states without a federal military 
installation. It is equipped and staffed lo support all type of training at any time of the year 
under all weather conditions. For this reason, it is a much sought after training facility for 
National Guard and Army Reserve units from other states as well as active duty units from 
around the country. New weapon firing ranges allow training on the most sophisticated and 
modem light and heavy weapons. The aviation support facility at Camp Ripley has a 5,000 foot 
asphalt runway, a 3,000 foot dirt tactical runway and modem support buildings: It is a full 
fledged airport capable of handling all type of military aircraft. Camp Ripley is also the site of 
the Minnesota National Guard officer and non-commissioned officer training academies. Most 
of the Camp Ripley facilities are supported 100% by the federal government, however some minor 
construction on non-military mission related facilities are supported with state dollars. To place 
the support ratio in perspective, the department biennial report to the governor and legislature 
for the biennium ending 6-30-89, listed $17,096,000 in federal dollars that went directly into 
STATE OWNED Camp Ripley facilities while only $97,000 in state dollars were committed. 

PERFORMANCE: 

1. ARMORY MAINTENANCE: During the last biennium, the Facilities Management Office at 
Camp Ripley initiated 1038 facilities maintenance and repair work orders, completing 946 of them. 
Over the last 3 years, the number of work orders has declined, however, the armory crew has 
been able to increase it's work order completion rate from 73% in 1987 to 91 % in 1989. During 
the last 6 years, with a combination of capital budget money and biennial budget money we have 
replaced windows in 31 facilities, new insulated roofs in 38 facilities, garage and entry doors in 
31 facilities and completed tuckpointing in 18 facilities. 

2. AIR BASE MAINTENANCE: The civil engineers at both air bases were able to maintain base 
facilities and provide necessary services to allow both Air National Guard organizations to satisfy 
mission requirements with the highest degree of competence. The numerous training and mission 
essential testing standards applied to both organizations are the true measure of perfonnance. 
It is difficult to quantify with numbers. The bottom line is with adequate training facilities and 
service support, mission capabilities would be reduced to an intolerable level. 

3. CAMP RIPLEY/HOLMAN FIELD: The ability of Camp Ripley to support troops in training 
is the greatest measure of perfonnance and effectiveness. In F.Y. 1990, Camp Ripley supported 
just over 318,000 mandays of training. It is anticipated that in F.Y. 1991 the number could grow 
to 329,600. Each manday of training is compensated for with a paycheck much of which is spent 
either in the Camp Ripley locality or other localities within the state. Nearly all supplies and 
equipment required to support their training is purchased within the state. Another measure of 
perfonnance is the large amounts of federal construction dollars given for construction within 
Camp Ripley. State dollars pay salaries of some personnel who manage and maintain Camp 
Ripley. Their professionalism and ability lo maintain an attractive Camp Ripley has drawn 
thousands of out of state troops to the training site. Holman Field in St. Paul is the site of the 
Army Aviation Support Facility. It is a simple, single facility that adequately supports the Army 
National Guard aviation program. 

PROSPECfS: 

ARMORY MAINTENANCE: ll appears now that there will be fewer federal dollars available in 
coming years for new annory construction. Energy cost are likely to rise and remain at a high level 
pending resolution of the current world situation. It is uncertain what the planned reorganization 
and restructuring of the reserve forces will mean for Minnesota armories. It is most crucial to 
maintain what we have. 

Federal Funding Change 

AIR BASE MAINTENANCE: As discussed on the agency page, beginning 10-1-91, the federal 
government will support only 75% of these facility related expenses. The remaining 25% will become 
the responsibility of the state. This is a significant shift in federal policy. The reason for a 
reduction in federal support at both the Duluth and Twin Cities air bases is a change in mission 
requirements. The Duluth air base no longer has a 24 hour alert requirement. The Twin Cities air 
base no longer conducts certain types of training for the Air Force as it did in the past. If no 
further state dollars are made available, maintenance and repairs services will have to be cut and 
some buildings may be closed, seriously effecting Air National Guard mission requirements: 
$259,500 in additional state dollars would be required for the biennium just to maintain the current 
level of services. The loss of federal dollars will have a significant impact on base operations if the 
state of Minnesota does not provide the additional funding. Should no additional state funds be 
made available, the first step would be to close buildings at the bases which would diminish the 
mission capability of the Air National Guard units. It is now anticipated that layoffs would occur, 
6 employees in Duluth and 6 employees in St. Paul. The major share of dollars in this activity are 
for personnel costs: There aren't enough other areas to realize significant savings. Layoff would 
actually cost the department and the state dollars with unemployment compensation and retraining 
costs. These potential layoffs at both bases would strip approximately 1/3 of civil engineering staff 
which would render their function almost useless. 
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PROGRAM: Maintenance of Training Facilities 
(Continuation) 

Agency. Military Affairs, Department of 

PLAN: 

19CJ2-93 Biennial Budgd 

Continuous maintenance, repair and selective replacement of training and administrative facilities 
insures a longer useful facility life and reduces the need for major renovations. A well maintained 
facility attracts quality recruits, motivates personnel to perform their duties and displays a favorable 
image in the local community. Facility condition and. location directly impacts on the ability of the 
Minnesota National Guard to train for it's mission as assigned by the Department of Defense 
through the National Guard Bureau. 

ARMORY MAINTENANCE: The plan is to continue to upgrade the building envelope on 64 
facilities that are 30 years or older and maintain other facilities at their current level of maintenance. 
This plan will improve energy efficiency and prolong the useful life of the building. The goal of this 
plan is to use the revenues saved to improve the usefulness of the building interiors by upgrading 
mechanical systems, electrical service, food service areas and office space. If resulting savings from 
good facilities management result in a reduced base level in future years, the incentive for managing 
and maintaining facilities in an efficient manner will be greatly reduced. Reduction in slate support 
for armory maintenance will most definitely result in possible closure of facilities, therefore, impacting 
adversely on members of the National Guard and citizens of the local community. Due to a 
reduction in complement because of early retirements, we have been forced to contract for daily 
armory maintenance in two armories. It appears that this is an area where significant savings could 
result, however, we need additional funds to pay the contact costs. Because of previous budget 
reductions and other unfunded costs, we have no salary savings to cover contract costs. If contract 
maintenance is not performed, there will be no janitorial service at either armory. We cannot take 
maintenance and repair dollars to pay for personnel type costs. 

AIR BASE MAINTENANCE: If additional state funding is provided to make up for the change 
in federal/state ratio, it now appears that the bases could maintain an acceptable level of operations 
through F.Y. 1991. If the state does not provide the additional dollars, the majority of the impact 
will be on the civilian workforce. It is anticipated that the bases would be looking at laying off 
approximately. 1/3 of their base engineering staff. The best that could be done un.der these 
circumstances is to just keep the systems operating and provide quick repairs for failed systems. The 
potential for long term damage to the infrastructures is enormous. There are minimal savings that 
could be generated in non-personnel areas as utility and airport use charges are, for the most part, 
beyond our control. We are facing sharply rising energy and material costs which we can't control. 
It is imperative that we not reduce our services to the members of the Air National Guard to a point 
where they could not accomplish their missions. 

CAMP RIPLEY/HOLMAN FIELD: With our aggressive approach to the Minnesota congressional 
delegation in Washington, we continue to gain substantial federal dollars to build training facilities 
at Camp Ripley. With each new facility built the need for routine maintenance increases. Only so 
much maintenance and repair can be performed by our current complement. As an example, the 
new Camp Ripley armory will be completed in the spring of 1991. It is estimate that 3 additional 
General Maintenance Workers will be needed to support that 100,000 square foot facility. 
Reductions to our complement due to early retirement provisions makes it difficult to support 
additional facilities. Our plan is to seek contract maintenance service which will come from repair 
projects money, thus reducing much needed funds in that area. 

Underfunding of Ssalaries: 

Salaries: F.Y. 1992: $132,000 F.Y. 1993: $132,000 

Due to a shortfall in salary money in this program, the department reallocated the amount shown 
from the Enlistment Incentives Program. 

GOVERNOR'S RECOMMENDATION: 

The Governor concurs with the agency's plan. 
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AGENCY: 
PROGRAM: 

MILITARY AffAIRS,DPT 
MAINT-MILIT TRNG FAC 

ACTIVITY RESOURCE ALLOCATION: 

CAMP RIPLEY/HOLMAN 
ARMORY MAINTENANCE 
AIR BASE MAINT-THIN 
AIR BASE MAINT-DULUT 
--------------------
TOTAL EXPENDITURES BY ACTIVITY 

DETAIL BY CATEGORY: 

FY 1989 

5,922 
4,592 
1,507 
2,511 

14,532 

STATE OPERATIONS 14,532 

----------------------------------- -----------
TOTAL EXPENDITURES BY CATEGORY 14,532 

SOURCES OF FINANCING: 
---------------------
DIRECT APPROPRIATIONS: 

GENERAL 
STATUTORY APPROPRIATIONS: 

GENERAL 
FEDERAL 

5,041 

447 
9,044 

1992-1993 8 IE N NI AL BUDGET 
(DOLLARS IN THOUSANDS) 

FY 1990 

6,822 
5,254 
1,551 
2,693 

16,320 

16,320 
----------------------16,320 

5.,754 

645 
9,921 

Est. 
FY 1991 

7,198 
5,228 
1,920 
2,852 

17,198 

17,198 

17,198 

5,716 

495 
10,987 

FY 1992 
-----------------------------------

Adjusted Agency Governor 
Base Pl.an Recoanm. 

----------- ----------- -----------
7,378 7,378 7,378 
5,482 5,482 5,482 
1,795 1,795 1,795 
3,125 3,125 3,125 

----------- ----------- -----------
17,780 17,780 17,780 

17,780 17,780 17,780 

----------- ----------- -----------
17,780 17>780 17>780 

5>987 5,987 5,987 

495 495 495 
11,298 11,298 11,298 

--------------- ----------- ----------- ----------- ----------- ----------- -----------
TOTAL FINANCING 14,532 16,320 17,198 17,780 17,780 17,780 

FY 1993 
-----------------------------------

Aat;usted Agency Governor 
Base Pl.an Rec:ornm. 

----------- ----------- -----------
7,375 7,375 7,375 
5,627 5,627 5,627 
1,794 1,794 1,794 
3,124 3,124 3,124 

----------- ----------- -----------
17,920 17,920 17,920 

17,920 17,920 17,920 

----------- ----------- -----------
17,920 17>920 17,920 

6,127 6.,127 6,127 

495 495 495 
11,298 11,298 11,298 

----------- ----------- -----------
17,920 17,920 17,920 
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PROGRAM: General Support 1992-93 Biennial Dudgd 
Agency: Military Affairs, Department of 

PROGRAM PURPOSE: 

To provide supervisory and technical support services in the areas of training, maintenance, logistical 
support, personnel procurement, and administration of elements within the Minnesota Army and Air 
National Guard. The program includes employee costs and supplies and expenses for activities of 
the Office of the Adjutant General and the command headquarters of the Minnesota Army and Air 
National Guard so that they, and their subordinate organizations, may attain and maintain t!:Je high 
standards of military readiness required by federal and slate laws and regulations. 

The support provided by this program encompasses operations at the department headquarters in 
St. Paul, Air National Guard bases in Duluth and the Twin Cities, the Army Aviation Support 
Facility in St. Paul, the Camp Ripley training site just north of Little Falls, and armories throughout 
the state. 

PERFORMANCE: 

The major thrust of this program is directed at: 1) Improved staff supervision and support to 
elements of the Minnesota National Guard by all staff sections within the office of The Adjutant 
General; and 2) Preparing units and members of the National Guard for mobili7.ation in the event 
of a national emergency or call to duty by the Governor in the event of a natural disaster or civil 
emergency. Although dollars to accomplish the program purpose are primarily federal dollars it is 
the responsibility of The Adjutant General and Department of Military Affairs to implement, plan, 
manage, and evaluate those programs. The Department of Military Affairs is unique in state 
government: A total of 1,769 federal employees assist The Adjutant General in completing his 
missions. They include civilians, excepted civil service employees who must maintain National Guard 
membership as a condition of employment, and active duty National Guard personnel. 

Most methods of evaluation and judgement are military inspection and testing programs that signal 
the ability of military units and larger organizations to complete missions to certain standards. The 
Air National Guard has an advantage over the Army National Guard in that most of their duties are 
directed at actually accomplishing their federally assigned mission. The 148th Fighter Interceptor 
Group in Duluth has aircraft standing by and has, on several occasions, been "scrambled" to intercept 
unidentified aircraft approaching US air space. The 133rd Tactical Airlift Wing actually delivers 
cargo and personnel to different parts of the world on a daily basis. The Army National Guard, on 
the other hand, is always practicing to accomplish their assigned mission. The only time Army 
National Guard soldiers are called to perform their federal mission is in time of war or national 
emergency. 

Some of the administrative services performed in this program and associated activities are: 1) 
Budget and accounting functions; 2) Securing reimbursement from the federal government under 
various Federal/State Cooperative Funding Agreements; 3) Internal audit and control functions: 4) 
Personnel, logistical and payroll support to call to state duty for emergency aid to local law 
enforcement agencies; 5) coordinate with the federal congressional delegation and the state legislature 
to gain additional support for Minnesota National Guard programs and facilities 

PROSPECI'S: 

As the world situation changes, national defense needs also change. With the easing of tensions 
between the United States and eastern block nations, there appears to be tongressional initiatives 
to reduce military spending and defense manpower authori7.ations and structure. These changes in 
policy have a "trickle down" effect on the reserve components, specifically the National Guard. As 
this budget is being prepared, there are proposals to restructure the size of the Minnesota Army 
National Guard which could result in an increased need for supporting state dollars. We feel that 
as the active force structure is reduced, reliance on the reserve components can only increase. We 

see no immediate reduction in administrative support requirements as they do not always become 
proportionately less with changes in troop structure. 

This program is continually beset with costs that need to be taken "out of hide". There were 5 
CHANGE REQUESTS amounting to $631,000 submitted with this program in the last budget cycle, 
and only 1 was partially funded for $6,000. We continue to strive towards more automation so 
future personnel costs can be controlled but we are forced to do this at the expense of other 
programs. Because the department does not provide direct services to the citizens of Minnesota or 
other state agencies, we have no way to recover costs we incur, except through legislative 
appropriation. 

PLAN: 

This program is 1 that normally is not effected by minor changes in military organizational structure. 
We still need to pay employees, procure goods and services, pay bills, perform internal audits, 
manage facilities and recruit personnel. It will be most difficult to accomplish this program within 
the BASE level. We tried to address our shortfalls in the last budget request but we were not 
successful in obtaining additional appropriation. We do continually look for ways of doing more with 
less. Some internal staff reorganizations are planned to consolidate duties or shift responsibilities 
to federal employees. If the no BASE level growth trend continues, layoffs are almost certain. 

GOVERNOR'S RECOMMENDATION: 

The Governor concurs with the agency's plan. 
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1992-1993 BIEN NI Al BUDGET 
(DOLLARS IN THOUSANDS) 

AGENCY: 
PROGRAM: 

MILITARY AFFAIRS,DPT 
GENERAL SUPPORT 

ACTIVITY RESOURCE ALLOCATION: 

ADMIN SERVICES 
AUXILIARY SERVICES 
------------------
TOTAL EXPENDITURES BY ACTIVITY 

DETAIL BY CATEGORY: 
----------------
STATE OPERATIONS 
LOCAL ASSISTANCE 
----------------
TOTAL EXPENDITURES BY CATEGORY 

SOURCES Of FINANCING: 

DIRECT APPROPRIATIONS: 

FY 1989 

1,284 
672 

1,956 

1,901 
55 

1,956 

FY 1990 

1,357 
4,664 

6,021 

5,969 
52 

6,021 

Est. 
FY 1991 

1,427 
213 

1,640 

1,588 
52 

1,640 

GENERAL 1,391 1,571 1,640 
STATUTORY APPROPRIATIONS: 

SPECIAL REVENUE 565 4,450 
=================================== ===--===-== =---------- -----------
TOTAL FINANCING 1,956 6,021 1,640 

Adjusted 
Base 

1,488 
275 

1,763 

1,711 
52 

FY 1992 

Agency 
Pl.an 

1,488 
275 

1.,763 

1,711 
52 

Governor 
Recomm. 

1,488 
275 

1.,763 

1,711 
.52 

----------- ----------- -----------
1,763 1,763 1,763 

1,763 1,763 1,763 

1,763 1,763 1,763 

Adjusted 
Base 

1.,485 
275 

1,760 

1,708 
52 

fY 1993 

Agency 
Pl.an 

1,485 
275 

1,760 

1,708 
52 

Governor 
Re comm. 

1,485 
275 

1,760 

1,708 
52 

----------- ----------- -----------
1,760 1,760 1,760 

1,760 1,760 1,760 

1,760 1,760 1,760 
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Position Reconciliation: 

Authority: 

Legislative Complement: 
General Fund 

Budgetary Authorized 
General Fund 

Total Permanent Position 

TOT AL Positions 

Employees 
on 6-30-90 

Public Employri i. Relations Board 

Position and Employee Status Information 

Current 
F.Y. 1991 

1.0 

1.0 

1.0 

1.0 

1.0 

Requested 
For 6-30-93 

1.0 

1.0 

__ 1.0 

Employees by Employment Status: 

6-30-90 

Full-Time Unlimited 1.0 

TOTAL 1.0 
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AGENCY: Public Employment Relations Board 1992-93 Biennial Budget 

MISSION: 

The Public Employment Relations Board (PERB) promotes consistent and orderly labor relations 
between public employers and employee organizations by assisting in the resolution of disputes arising 
under the Public Employment Labor Relations Act (PELRA - M.S. 179). The Board is comprised 
of five members, appointed by the Governor to four-year terms representing public employers, 
employees and the public at large. A quasi-judicial entity, its purposes include promoting fair public 
sector labor-management relations and minimizing the social and economic costs of disputes. It 
provides this service through four major activities. 

Hearing Appeals 
The Board hears appeals from the Bureau of Mediation Services (BMS) relating to unit 
determinations, unit clarifications and fair share fee challenges. A matter relating to a unit 
clarification may involve a determination as to whether an employee is "supervisory," "confidential," 
or "essential" within the meaning of PELRA. 

The Board decides appeals based on records established by the BMS. It reviews the record, 
conducts deliberation sessions and issues decisions. These decisions establish precedent and lend 
interpretation to statute. 

Arbitration 
The Board maintains a roster of qualified arbitrators from which it proposes panels of arbitrators 
to the parties in both interest and grievance arbitration. Interest arbitration relates generally to 
wage issues, while grievance arbitration concerns interpretation of existing contract language 
generally unrelated to wage issues. 

The Board conducts annual evaluations of its arbitrators based upon information relating to each 
arbitrator's timeliness in issuing awards and their acceptability to the parties. 

Independent Review 
The Board provides independent review to public employees who do not have access to a 
grievance procedure by a disinterested party. For the Board to claim jurisdiction, the grievant's 
dispute must be over the interpretation of a written term and condition of employment. 

Rule-making 
The Board promulgates rules and regulations to facilitate orderly and uniform execution of its 
responsibility. 

MAJOR POLICY ISSUES: 

The Board initiates little activity of its own, and primarily fulfills statutory mandates as prescribed 
in M.S. 179A It responds to requests from employers and employees, or their advocates, seeking 
resolution of disputes. This clientele consists of employer and employee organizations, arbitrators 
and individual public employees. 

The Board endeavors to streamline its operations by finding more efficient ways to submit referral 
arbitration panels, provide qualified arbitrators, and expedite the decision-making process. The Board 
conducts an annual evaluation of its arbitrator roster and through its rules, has criteria governing 
appointment and removal from the roster. To improve the composition of its panels and speed the 
arbitrator selection process, the Board plans to develop more efficient selection procedures that will 
generate more panels while allowing easier administration. 

Fair Share Fee appeals and conducting evidentiary hearings involving independent review petitions 
have increased in recent years. In the case of independent reviews, the Board has found that a 

public employer cannot be considered a disinterested party for the purpose of resolving an employee 
grievance arising from the interpretation or implementation of a term and condition of employment. 
Therefore, the Board must more frequently arrange for independent review services -- this is 
projected to cost about $5,000 per year. 

EXPLANATION OF BUDGET ISSUES AND ALIBRNATIVES: 

PERB's budget was insufficient to cover expenditures in F.Y. 1991 by an estimated $15,000. The 
Board submitted a request to the Legislative Advisory Commission, but was denied because the issue 
was not one of new, interim expenses, but rather ongoing costs, which might imply that the more 
appropriate route would be a deficiency request to the Legislature. Current program guidelines and 
statutory requirements will result in funding demands which exceed the agency's base funding by 
$15,000 in each of the fiscal years in the next biennium. Operating within the BASE will make 
delivery of services very difficult. 

Laws of Minnesota, 1989, Ch. 335, Art. I, Sec 56, requires the Attorney General to charge agencies 
a fee for legal services. While relying upon the Attorney General's Office for advice in performing 
its functions, the Board has never been appropriated funds to cover these costs, requiring that they 
be absorbed within the operating budget. 

Independent review cases have increased significantly. These cases require an evidentiary hearing, 
which in the past the Board has conducted. The Board has the authority to appoint an 
administrative law judge to conduct the hearings and provide recommended findings. This option, 
while it would expedite the review process, has not been utilized due to insufficient funds. 

Currently staffed by one full-time Executive Director, the Board has four members that are 
reimbursed on a per diem basis at the rate of $55/day. This reflects two increases since the previous 
biennium's rate of $35/day, for which the Board has not been adequately funded. 

The Executive Director has only a typewriter with which to process the many documents required 
for the Board's business. Acquisition of a personal computer would greatly enhance operations 
through more effective Board-staff communications, access to case records prepared by the Bureau 
of Mediation Services, maintenance and selection of arbitrator lists, writing of agendas, rules, 
decisions, dockets and other documents. The Board has submitted a strategic information plan to 
the Information Policy Office in the Department of Administration on this item, and plan met all 
of requirements. The Board estimates that the purchase of a PC, along with training and other 
costs, would require roughly $8,000. 

AGENCY PLAN: 

The Board will continue to manage costs within the BASE budget as required in the F.Y. 1992-93 
budget instructions. This would entail curbing printing and travel expense, and perhaps reducing the 
frequency or meetings. 

GOVERNOR'S RECOMMENDATIONS: 

The Governor recommends a biennial appropriation of $170,000 for this agency which includes an 
increase to the operating budget of $15,000 each fiscal year. 
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AGENCY: PUBL EMPL REL BRO 
PROGRAM: PUB EMP REL 80 

ACTIVITY RESOURCE ALLOCATION: 

PUB EMP REL BO 
==============================-==== 
TOTAL EXPENDITURES BY ACTIVITY 

DETAIL BY CATEGORY: 
----------------
STATE OPERATIONS 
----------------
TOTAL EXPENDITURES BY CATEGORY 

SOURCES OF FINANCING: 

DIRECT APPROPRIATIONS: 

FY 1989 

63 
============= 

63 

63 

63 

GENERAL 63 
STATUTORY APPROPRIATIONS: 
=================================== ========•== 
TOTAL FINANCING 63 

1992-1993 8 IE N NI Al BUDGET 
(DOLLARS IN THOUSANDS) 

Est. 
FY 1990 FY 1991 

65 69 
=======••== =========== 

65 69 

65 69 
=======•=== ==========-

65 69 

65 69 

65 69 

Adjusted 
Base 

70 
----------------------

70 

70 
----------------------

70 

70 

=========== 
70 

FY 1992 

Agency 
Pl.an 

70 
=========== 

70 

70 

70 

70 

70 

Governor 
Recoltllll. 

85 
-----======= 

85 

85 

85 

85 

85 

AdJusted 
Base 

70 
----------------------

70 

70 

70 

70 

=========== 
70 

FY 1993 

Agency 
Pl.an 

70 
====-======== 

70 

70 

70 

70 

70 

Governor 
Recoltllll. 

85 
=========== 

85 

85 

-----------
85 

85 

========az::::a 
85 
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AGENCY: PUBL EMPL REL BRD 

F.Y.91 FUNDING LEVEL 

SALARY ANNUALIZATION 

TOTAL 
BIENNIAL TOTAL 

ALL FUNDS 
F.Y.92 F.Y.93 

69 

l 

70 

BASE RECONCILIATION REPORT 
for 1992-1993 Biennium 

69 

l 

70 
140 

GENERAL FUND 
F.Y.92 F.Y.93 

69 

-I 

70 

69 

l 

70 
140 

OTHER STATE FUNDS FEDERAL FUNDS 
F.Y.92 F.Y.93 F.Y.92 F.Y.93 
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ACITVIT' 
PROGRAM. .~ency-wide 

AGENCY: Public Employment Relations Board 

DECISION ITEM: Increase to the BASE budget 

F.Y. 1992 

AGENCY Pl.AN: 

Expenditures 
General Fund $ 15 

Revenues 
General Fund $ -0-

GOVERNOR'S RECOMMENDATION: 

&peoditurea 
General Fund $ 15 

Revenues 
General Fund $ --0-

Requires statutory change: Yes X 
Statutes Affected: 

ITEM SUMMARY: 

1992--93 Biennial Budget 

Dollars in Thousands 
F.Y. 1993 F.Y. 1994 F.Y. 1995 

$ 15 $ 15 $ 15 

$ -0- $ -0- $ -0-

$ 15 $ IS $ 15 

$ -0- $ -0- $ -0-

No 

The Board proposes an increase to the BASE of $30,000 for the biennium to cover operational 
costs. 

RA"HONALE: 

The Board is currently under-funded for estimated costs of $15,000, associated with canying out its 
required functions as defined in M.S. 179. It has not realized increases to the BASE for such 
increases to costs as Attorney General billings, printing, and per diem. In addition, the Board does 
not have adequate funds for travel, training and professional development for members or staff. 

GOVERNOR'S RECOMMENDA'flON: 

The Governor concurs with the agency plan. 
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AGENCY: MINNESOTA STATE RETIREMENT SYSTEM (MSRS) 

1992-93 BIENN~ BUDGET 

PROGRAM STRUcn.JRE 

PROGRAM PAGE 
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MINNESOTA STATE RETIREMENT SY~T~H ORGANIZATION CHART 7/1/90 
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AGENCY: Minnesota Stale Retirement System (MSRS) 1992-93 Biennial Budget 

MISSION: 

The MSRS is a service agency that provides a comprehensive retirement program for public 
employees working throughout the state. Membership is comprised mainly of state employees, stale 
law enforcement officers, constitutional officers, legislators, judges, employees from the University 
of Minnesota, the Metropolitan Transit Commission and employees from other designated public 
agencies. In total, the system provides an overall retirement program for 185 agencies. In addition, 
MSRS also manages a true-deferred income plan that is available to all public employees in 
Minnesota. 

Membership in F.Y. 1988 was over 66,000 persons. Another 14,000 received monthly retirement 
payments or survivor benefits. Over 4,400 refunds were paid during the year to members terminating 
their public service and withdrawing from the retirement program. 

Operations of the MSRS retirement plans is based on a computerized system that maintains an 
individual account for every participating member. The system maintains a complete record of each 
member's contributions, refunds, years of employment, current status, and other program information. 

MAJOR POLICY DRIVERS: 

l. To provide guidance through individual and group counseling, handbooks, and other methods, so 
that members are informed of current retirement programs and income deferral options. 

2. To make the monthly retirement disability, and survivor benefit payments on an accurate, efficient 
basis. 

3. To make refunds on a timely basis for members withdrawing from the system. 

4. To maintain minimal cash balances so that investment returns are mrucimized. 

Membership in F.Y. 1990 was over 73,000 persons. Another 14,000 received monthly retirement 
payments or survivor benefits. Over 3,700 refunds were paid during the year to members terminating 
their public service and withdrawing from the retirement program. 

The retirement programs are operated from retirement trust funds with employee contributions, 
employer contributions and investment income. Expenditure levels are determined by employee 
numbers, salary, turnover, retirements, and the investment return on assets. Those expenditures and 
our clientele are determined by law and reflect the Jong-term nature of retirement programs with 
little short-term spending discretion. No significant operating changes and no new positions are 
anticipated for the 1990-91 biennium. 

EXPLANATION OF BUDGET ISSUES AND AL1TIRNATIVES: 

Because expenditures are driven by outside factors, mainly long-term in nature, short-term budget 
issues are limited. 111e single overriding issue is the Jong-term maintenance and enhancement of 
financial stability in the funds administered. 

AGENCY PRIORmES: 

I. To provide guidance through individual and group counseling, handbooks, and other methods, so 
that members are informed of current retirement programs and income deferral options. 

2. To make the monthly retirement disability, and survivor benefit payments on an accurate, efficient 
basis. 

3. To make refunds on a timely basis for members withdrawing from the system. 

4. To maintain minimal cash balances so that investment returns are mrucimized. 

ACllVITY STATISTICS: 
PROJECIBD 

F.Y. 1989 F.Y. 1990 F.Y.19'Jl F.Y. 19'J2 F.Y. 1993 

Total Membership 71,008 73,656 74,000 74,500 75,000 
Refunds Paid to Members 3,929 3,784 3,700 3,600 3,500 
New Retirees Added During 

the Year 871 955 1,100 900 900 
Retired Members or Sutvivors 

Paid Monthly 14,261 14,628 15,000 15,200 15,400 
Investments ($'sin millions) 2,750 2,940 3,200 3,500 3,800 

GOVERNOR'S RECOMMNEDATION: 

The Governor concurs with the agency's plan. 
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1992-1993 8 IE N N. AL BUDGET 
(DOLLARS IN THOUSANDS) 

AGENCY: MINN STATE RET SYST 

FY 1992. 
-----------------------------------

Est. Adjusted Agency Governor 
PROGRAM RESOURCE ALLOCATION: FY 1989 FY 1990 FY 1991 Base Pl.an Re comm. 
=================================== =========== =========== =========== --====-==== ===-======= =========== 
MN STATE RETIREMENT SYSTEM 108,454 117,323 133,374 138,567 138,567 138,567 
JUDGES RETIREMENT PLAN 2,875 5,600 5i,900 7,200 7i,200 7,200 
LEGISLATIVE RETIREMENT PLAN 533 4!i6 950 2,400 2,400 2,400 
ELECTIVE OFFICERS RETIREMENT PLAN 106 112 116 200 200 200 
====-===---==--==================== =========== =======s=== =========== ----------- ----------- -----------
TOTAL EXPENDITURES BY PROGRAM 111,968 123,391 140,340 148,367 148,367 148,367 

SOURCES Of FINANCING: 
---------------------
DIRECT APPROPRIATIONS: 
STATUTORY APPROPRIATIONS: 

GENERAL 3.,.514 6.,068 6,966 9,800 9.,800 9,800 
CORR EMPL RET 3,304 3,639 3,9.52 4.,10.5 4,10.5 4,10.5 
AGENCY 1,0.56 1,089 1,220 1,269 1,269 1,269 
MN STATE RETIRMT SYS 79,749 86,662 96,081 99,816 99,816 99,816 
STATE PATROL RETIREMENT 7,349 7,952 8,827 9,176 9,176 9,176 
STATE UNCL EMP RETIR 2,029 2,306 5,388 5,596 5,596 5,596 
DEFERRD COMPENSATION 11,457 11,875 13 ,.571 14,099 l4i,099 14,099 
JUDGES RETIREMENT 3,510 3,900 4,33.5 4,506 4,506 4,506 

----=-==-----------==========--==== =========== =========== =========-= =========== =========== =========== 
TOTAL FINANCING 111,966 123,391 140,340 146,367 148,367 148,367 

FY 1993 
-----------------------------------

AdJusted Agency Governor 
Base Pl.an Recomrn. 

-=-======== =========== =========== 
143,965 143,965 143,965 

7,800 7,800 7,800 
2,600 2,600 2,600 

220 220 220 
-------=-== =========== =========== 

154,585 154,585 154,585 

10,620 10,620 10,620 
4,264 4,264 4,264 
1,320 1,320 1,320 

103,700 103,700 103,700 
9,539 9,539 9,539 
5>812 5.,812 5,812 

14,647 14,647 14,647 
4,683 4,683 ·4,683 

=========== =========== =========== 
154,585 154,.585 154,585 
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AGENCY: MINN STATE RET SYST 

F.Y.91 FUNDING LEVEL 

DEFINED BENEFITS/ MGMT AUTH 

TOTAL 
BIENNIAL TOTAL 

ALL FUNDS 

BASE RECONCILIATION REPORT 
for 1992-1993 Biennium 

GENERAL FUND 
F.Y.92 F.Y.93 F.Y.92 F.Y.93 

140,340 

8,027 
-------
148, 367 

140,340 

14,245 
-------
154, 585 
302,952 

6,966 

2,834 

9,800 

6,966 

3,654 

10,620 
20,420 

OTHER STATE FUNDS 
F.Y.92 F.Y.93 

133,374 

5,193 
-------
138, 567 

133,374 

10,591 
-------
143, 965 
282,532 

FEDERAL FUNDS 
F.Y.92 F.Y.93 
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AGENCY: MINN STATE RET SYST 
PROGRAM: MN STATE RETIREMENT SYSTEM 

ACTIVITY RESOURCE ALLOCATION: 

HSRS ADMINISTRATION 
----------------------------------------------------------------------
TOTAL EXPENDITURES BY ACTIVITY 

DETAIL BY CATEGORY: 

FY 1989 

108,454 
=========== 

108,454 

1992-1993 BIEN NI Al BUDGET 
(DOLLARS IN THOUSANDS) 

Es-t. 
FY 1990 FY 1991 

=========== 
117,323 133,374 

=========== ----------------------117,323 133,374 

AajUS1:ed 
Base 

138,567 
----------------------

138,567 

FY 1992 

Agency 
Pl.an 

138,.567 
----------------------

138,.567 

Governor 
Recomm. 

=========== 
138,567 

----------------------
138,567 

AajUs"tea 
Base 

=========== 
143,965 

----------------------
143>96.5 

FY 1993 

Agency 
Pl.an 

143,965 
======= 
143,965 

Governor 
Recomm. 

143,965 

-----------
143,965 

STATE OPERATIONS 108,454 117,323 133,374 138,567 138,567 138,567 143,965 143,965 143,965 
=================================== =========== =========== =========== =========== =========== =========== =========== =========== =========== 
TOTAL EXPENDITURES BY CATEGORY 108,454 117,323 133,374 138,567 138,567 138,567 143,96.5 143,965 143,965 

SOURCES Of FINANCING: 

DIRECT APPROPRIATIONS: 
STATUTORY APPROPRIATIONS: 

CORR EHPl RET 
AGENCY 
MN STATE RETIRHT SYS 
STATE PATROL RETIREMENT 
ST A TE UNCl HIP RETIR 
DEFERRD COMPENSATION 
JUDGES RETIREMENT 

---------------
TOTAL FINANCING 

3,304 
1,056 

79,749 
7,349 
2,029 

11,457 
3,510 

108,454 

3,.639 
1,089 

86,662 
7,952 
2,306 

11,875 
3,900 

117,323 

3,952 
1,220 

96,081 
8,827 
.5,388 

13,571 
4,335 

133,374 

4,105 4,105 4,105 
1,269 1,269 1,269 

99,816 99,616 99,816 
9,176 9,176 9,176 
5,596 S,596 .6,596 

14,099 14,099 14,099 
4,506 4,506 4,506 

----------- ----------- -----------
138,567 138,567 138,567 

4,264 4,264 4,264 
1,320 1,320 1,320 

103,700 103,700 103,700 
9,5~9 9,539 9,539 
.5,812 S,812 S,812 

14,647 14,647 14,647 
4,683 4,683 4,683 

----------- ----------- -----------
143,96.5 143,965 143,965 
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PROGRAM: Judges Retirement Plan 1992-93 Biennial Budget 
Agency: Minnesota Stale Retirement System (MSRS) 

PROGRAM PURPOSE: 

The Judges Retirement Plan administered by MSRS is designed to provide retirement benefits to 
members and their survivors. The stale funds the plan as assets are needed for retirements and 
benefits. 

RECENf BUDGET HISTORY: 

General Fund appropriations by fiscal year: 

1989 
$2,875,000 

1990 
$5,500,000 

1991 
$5,900,000 

GOVERNOR'S RECOMMENDATION: 

The Governor concurs with the agency's plan. 
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AGENCY: MINN STATE RET SYST 
PROGRAM: JUDGES RETIREMENT PLAN 

ACTIVITY RESOURCE ALLOCATION: 

JUDGES RETIREMENT PLAN 
=================================== 
TOTAL EXPENDITURES BY ACTIVITY 

DETAIL BY CATEGORY: 
----------------
STATE OPERATIONS 
----------------
TOTAL EXPENDITURES BY CATEGORY 

SOURCES Of FINANCING: 
---------------------
DIRECT APPROPRIATIONS: 
STATUTORY APPROPRIATIONS: 

GENERAL 
=================================== 
TOTAL FINANCING 

1992-1993 BIEN NI Al BUDGET 
(DOLLARS IN THOUSANDS) 

FY 1989 FY 1990 
=========== 

2,875 5,500 
--=--====== ========-a:== 

2,675 5,500 

2,875 5,500 
===-======= =======-~== 

2,875 5,.600 

Es1:. 
FY 1991 

----------------------
5,900 

=========== 
5,900 

5,900 

5,900 

2,875 5,600 5,900 
==----==-== ========~== =========== 

2,875 5,500 5,900 

Adjus1:ed 
Base 

----------------------
7,200 

=========== 
7,200 

7,200 

7,200 

FY 1992 

Agency 
Pl.an 

----------------------
7,200 
===== 
7,200 

7,200 

7,200 

7,200 7,200 
----- -----------
7,200 7>200 

Governor 
Recomrn. 

----------------------
7,200 

====-======= 
7,200 

7,200 

7,200 

7,200 
-=--======= 

7,200 

AdJus1:ed 
Base 

----------------------
7,800 

7,800 

7,600 

7,800 

7,800 
===== 
7,800 

FY 1993 

Agency 
Pl.an 

7,800 

7,800 

7,800 

7,800 

7,800 

7,800 

Governor 
Recomrn. 

7,800 
=========== 

7,800 

7,800 
-----------

7,800 

7,800 
=========a:= 

7,800 
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PROGRAM: Legislative Retirement Plan 194)2,..93 Biennial Budget 
Agency: Minnesota State Retirement System (MSRS) 

PROGRAM PURPOSE: 

The Legislative Retirement Plan administered by MSRS is designed to provide retirement benefits 
to members and their survivors. 

RECENT BUDGET HIS1URY: 

General Fund appropriations by fiscal year: 

1989 
$2,161,000 

1990 
$2,258,000 

1991 
$2,371,000 

GOVERNOR'S RECOMMENDATION: 

The Governor concurs with the agency's plan. 
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1992-1993 BIENNIAL BUDGET 
(DOLLARS IN THOUSANDS) . 

AGENCY: MINN STATE RET SYST 
PROGRAM: LEGISLATIVE RETIREMENT PLAN 

ACTIVITY RESOURCE ALLOCATION: 
=================================== 
LEGISLATIVE RETIREMENT PLAN 
=================================== 
TOTAL EXPENDITURES BY ACTIVITY 

DETAIL BY CATEGORY: 
----------------
STATE OPERATIONS 
==----===----====================== 
TOTAL EXPENDITURES BY CATEGORY 

SOURCES OF FINANCING: 

DIRECT APPROPRIATIONS: 
STATUTORY APPROPRIATIONS: 

FY 1989 FY 1990 
=========== =======~~== 

533 4.56 
=========== =========== 

.533 4.56 

.533 4.56 
--=-======= =======a=== 

533 4.56 

Est. 
FY 1991 

=========== 
9.50 

950 

9.50 

9.50 

GENERAL 533 456 950 
----------------===-------===---=== ===---=---= ==---====== =--=======-
TOTAL FINANCING .533 4.56 950 

FY 1992 

Adjusted Agency 
Base Plan 

=========== =========== 
2,400 2>400 
===== =========== 
2,400 2,400 

2_.400 

2,400 

2,400 

2,400 

Governor 
Reoomm. 

=========== 
2,400 

=========== 
2,400 

2,400 
-=-======== 

2,400 

2,400 2,400 2,400 

----- ----------- -----------
2,400 2,400 2,400 

Adjuste .. 
Base 

2,600 
===== 
2,600 

2,600 
-========== 

2,600 

FY 1993 

Agency 
Plan 

2>600 
===== 
2,600 

2,600 
===== 
2,600 

Governor 
Reoomm. 

=========== 
2,600 
===== 
2,600 

2,600 
---=====--= 

2,600 

2,600 2,600 2,600 
----- ----------- -----------
2,600 2>600 2,600 
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PROGRAM: Elective Officers Retirement Plan 1992-93 Biennial Budget 
Agency: Minnesota State Retirement System (MSRS) 

PROGRAM PURPOSE: 

The Elective Officers Retirement Plan administered by MSRS is designed to provide retirement 
benefits to members and their survivors. 

RECENT BUDGET HISTORY: 

General Fund appropriations by fiscal year: 

1989 
$157,000 

1990 
$168,000 

1991 
$180,000 

GOVERNOR'S RECOMMENDATION: 

The Governor concurs with the agency's plan. 

PAGE 315 



1992-1993 BIEN N ~AL BUDGET 
(DOLLARS IN THOUSANDS) 

AGENCY: MINN STATE RET SYST 
PROGRAM: ELECTIVE OFFICERS RETIREMENT PLAN 

Est. 
ACTIVITY RESOURCE ALLOCATION: FY 1989 FY 1990 FY 1991 

=========== =========== 
ELECTIVE OFFICERS RETIREMENT PLAN 106 112 116 

------------------------------ =========== =========== ----------------------
TOTAL EXPENDITURES BY ACTIVITY 106 112 116 

DETAIL BY CATEGORY: 

STATE OPERATIONS 106 112 116 

----------------------------------- ----------- ----------- -----------
TOTAL EXPENDITURES BY CATEGORY 106 112 116 

SOURCES Of FINANCING: 

DIRECT APPROPRIATIONS: 
STATUTORY APPROPRIATIONS: 

GENERAL 106 112 116 

--------------------------- ---------------------===-a~== ----------------------
TOTAL FINANCING 106 112 116 

Ad;;usted 
Base 

200 
=========== 

200 

FY 1992 

Agency 
Pl.an 

=========== 
200 

----------------------
200 

Governor 
Recomm. 

=========== 
200 

----------------------
200 

200 200 200 

--- ----------- -----------
200 200 200 

200 

200 

200 200 
----------- ---------------------- -----------

200 200 

Ad;;usted 
Base 

220 
----------------------

220 

FY 1993 

Agency 
Pl.an 

220 

220 

Governor 
Recomm. 

=========== 
220 

220 

220 220 220 

--- ----------- -----------
220 220 220 

220 
----------------------

220 

220 

220 
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Position Reconciliation: 

Authority: 

Legislative Complement: 
General Fund 

Total Permanent Positions 

Other Complement (FfE) 
Authorized Emergency 

Positions 

TOT AL Positions 

Employees 
on 6-30-90 

Public Employees Ruirement Association 

Position and Employee Status Information 

Employees by Employment Status: 
Current Requested 

F.Y. 1991 For 6-30-93 6-30-90 

Full-Time Unlimited 63 
71 71 Full-Time Temporary 1 

Full-Time Emergency _l 
71 71 

TOTAL 65 

.2 .2 

76 76 

65 
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AGENCY: Public Employees Retirement Association (PERA) 1992-93 Biennial Budget 

MISSION: 

PERA is a service organization whose purpose is the administration and maintenance of a retirement 
system for the employees of governmental units within the state of Minnesota. PERA serves over 
2,250 separate units of government including cities, counties, townships, school districts, and other 
units of government whose revenue is derived from taxation, fees or assessments. PERA was created 
by legislative act on 4-24-31, and administers its funds in accordance with M.S. Ch. 353 to 353D and 
356. The administration of PERA. is under the direction of a 9 member board of trustees who 
appoints an executive director to seive as the statutory head of the agency. Through legislation, 
PERA became a state agency on 7-1-85. Financial activities of the association are recorded in funds 
15, 16 and 04 of the statewide accounting system. 

Monthly retirement, survivor and disability payments are issued by PERA to annuitants and 
beneficiaries who may reside within or outside of the state. Revenues are derived from employee 
and employer contributions and from income earned on investments. All employees of governmental 
units within the state are required by law to be members of PERA unless they do not. meet criteria 
for membership or they are included in another retirement system. There are 3 major categories 
of membership within the association: 

1. Coordinated--employees who are also covered under social security; 
2. Basic--employees not covered by social security, employed prior to 1968; 
3. Police and Fire--police officers, fire fighters and others authorized by statute. 

OPERATION AND O..JENI"HLF.: 

1. Collect payroll contributions from each eligible employee and employer among 2,250 units. 
2. Issue monthly payments to benefit recipients on the first day of the month. 
3. Maintain the PERA Regular Fund (basic and coordinated plans) of over $3.3 billion in assets and 

a Police and Fire Fund in excess of $740 million in assets. 
4. Maintain accounts for each of approximately 109,000 active members, 3,100 deferred members, 

28,000 retirees, and 4,000 disabilitants and survivors. 
5. Advise and provide information to members and employers in a timely manner. 
6. Immediately invest all available funds to maximize investment income. 
7. Obtain annual actuarial valuations which accurately assess the financial condition of the 

association's assets and liabilities. 

MAJOR POLICY DRIVERS: 

(As of 6-30 annually, combination of Regular, Police and Fire Funds) 

Contributions (in millions) 
Employee 
Employee 

Active Contributing Member 
Retirees, Survivors & Disabililants 
Average Monthly Annuity 
Filled position vs. Authorized 
Ratio of Staff to Members 
Administrative Costs per Account 
Total Investments (in millions) 

F.Y. 1990 

$ 103.3 
118.1 

109,089 
31,322 

552 
65nt 

1/2160 
29 

$ 4,023 

F.Y. 1991 

$ 109.4 
125.2 

113,450 
32,880 

565 
65nt 

1/2251 
30 

$ 4,125 

F.Y. 1992 

$ 116.0 
132.7 

118,000 
34,200 

580 
66nt 

1/2306 
30 

$ 4,250 

F.Y. 1993 

$ 120.6 
140.7 

122,000 
35,600 

600 
66nt 

1/2388 
31 

$ 4,325 

1\vo of PERA's primary objectives relating to overall member services are: 

1. Providing contribution, refund, annuity and benefit information and explanation, and; 
2. Providing pre-retirement counseling and financial planning services. 

To aid public employees in planning for their financial futures, especially in retirement, PERA is 
committed to the goal of disseminating information that is complete, accurate, timely and 
understandable. To achieve this goal, PERA assesses on an ongoing basis, its constituent group's 
needs, packages the information in a format that is the easiest lo access and comprehend, and 

· establishes a planned cycle for the gathering and dissemination of financial data and 
contribution/benefit information to the various constituent groups. 

The principal vehicles used by PERA to communicate with its constituency are: 

1. The annual personal benefit statement; 
2. Periodic PERA newsletters; 
3. Comprehensive annual financial report; 
4. Various other publications and notices, including tax information; 
5. Pre-retirement groups and individual counseling sessions; 
6. Pre-retirement financial planning seminars; 
7. Employer information workshops; and 
8. Regional town meetings. 

PERA has also instituted an Information Forum for the exchange of communications among the 
PERA constituent groups regarding legislative proposals that could affect PERA's funds, members 
or beneficiaries. PERA also establishes its own agenda of legislative proposals in order to improve 
service delivery and benefits for its constituency. 

In order to enhance the quality of service, PERA is currently in the process of implementing a 
redesign of its automated systems. 

EXPLANATION OF BUDGET mt.ms AND AL'IERNATIVF.s: 

The projected increase to the administrative costs budgeted for F.Y.'a 1992 and 1993 over 1991 
are in anticipation of known and contingent costs for inflation, expansion of services, and 
enhancements to the automated systems. Total benefit payments are budgeted at an annual increase 
of 20%. 

GOVERNOR'S RECOMMENDATION: 

The Governor concurs with the agency's plan. 
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AGENCY: PUBl EMPL RET ASSOCN 
PROGRAM: PUBLC EMPLOYEES RETIREMENT ASSOCIA 

ACTIVITY RESOURCE ALLOCATION: 
-----------------------------------
PERA ADMINISTRATION 
-------------===-=-----------------
TOTAL EXPENDITURES BY ACTIVITY 

DETAIL BY CATEGORY: 
----------------
STATE OPERATIONS 
---------========================== 
TOTAL EXPENDITURES BY CATEGORY 

SOURCES OF FINANCING: 
---------------------
DIRECT APPROPRIATIONS: 
STATUTORY APPROPRIATIONS: 

PUBLIC EMP RETR ASSO 
PUBLIC EMP POLC/FIRE 

=--------========================== 
TOTAL FINANCING 

fY 1989 
----------------------

186,266 
----======= 

186,266 

186,266 
========-== 

186,266 

167,996 
18,270 

=-=======-= 
186,266 

1992-1993 BIEN NI Al BUDGET 
(DOLLARS IN THOUSANDS) 

FY 1990 
========c== 

210,314 
===.:a=== 
210,314 

210,314 
=========== 

210,314 

188,774 
21,640 

Es1:. 
FY 1991 

----------------------
233,845 

:::::::::::::::::::: 

233,845 

233,845 
======= 
233,84.5 

206,777 
27,068 

Adjus1:ea! 
Base 

----------------------
234,44.5 
======== 
234,445 

fV 1992 

Agency 
Pl.an 

----------------------
234,44.5 

-----------
234,445 

234,445 234,44.5 

------- -----------
234,44.5 234,445 

207,377 207,377 
27,068 27,068 

Governor­
Reootnm. 

234,445 
======= 
234,445 

234,445 
----------------------

234,44.5 

207»377 
27,068 

======= =========== ----======= =========== =========== 
210,314 233,84.5 234,445 234,44.5 234,445 

A<AJus1:ed 
Base 

----------------------
246,645 
======== 
246,645 

246,645 
======= 
246,645 

217,577 
29,068 

FY 1993 

Agency 
Pl.an 

----------------------
246,64.5 

-----------
246,645 

246,645 
======= 
246,64.5 

217,577 
29,068 

Governor­
Recomm. 

----------------------
246,645 

=========== 
246,645 

246,645 
======= 
246,64.5 

217,577 
29,068 

=========== =========== =========== 
246,645 246,64.5 246,645 
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AGENCY: PUBL EMPL RET ASSOCN 

F.Y.91 FUNDING LEVEL 

DEDICATED RECEIPTS AND FUNDS 
OPEN APPROPRIATIONS 

TOTAL 
BIENNIAL TOTAL 

ALL FUNDS 

BASE RECONCILIATION REPORT 
for 1992-1993 Biennium 

GENERAL FUND 
F.Y.92 F.Y.93 F.Y.92 F.Y.93 

233,845 

600 

234,445 

233,845 

800 
12,000 

-------
246 ,645 
481,090 

OTHER STATE FUNDS 
F.Y.92 F.Y.93 

233,845 

600 

234,445 

233,845 

800 
12,000 

-------
246 ,645 
481,090 

FEDERAL FUNDS 
F.Y.92 F.Y.93 
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AGENCY: Amortization Aid to the Minneapolis Employees 
Retirement Fund 

PURPOSE: 

1992-93 Biennial Budget 

M.S. 422.A established a state obligation to assist the city of Minneapolis in financing the unfunded 
liabilities of the Minneapolis Employees' Retirement Fund. 

The annual state obligation is specified in statute as: 

A The total annual level dollar contribution needed to amortize the unfunded liability by the year 
2017. This amount is estimated by the actuary for the Legislative Commission on Pensions and 
Retirement in the annual valuation of the Fund. 

Less, 

B. a contribution from the city equal to: 

1. 2.5% of payroll, plus 

2. $3,900,000. 

The actuarial valuation completed at the close of F.Y. 1990 estimated the Fund's liabilities at 
$1,088,255,000 and assets at $828,509,000. The unfunded actuarial accrued liability of the Fund was 
$259,746,000. The State's share of this unfunded liability is about 60%. 

This, however, does not include a potentially large, future write-down on the value of assets as a 
result of recent adverse investment performance. Assuming a $10,000,000 write-down to the Fund's 
assets in 1991 as a result of those investment losses, the projected State obligation to the Fund 
would increase in the next calendar year by $475,000. 

Under current statutes, the State obligation over the calendar year 1991 is $10,843,000. Relying 
upon this figure, projecting for payroll increases, and the potential asset write-down discussed above, 
the State's obligation to the Fund is $10,962,000 for F.Y. 1992 and $11,338,000 for F.Y. 1993. 

GOVERNOR'S RECOMMENDATION: 

The Governor recommends capping this subsidy to the Minneapolis Employees Retirement Fund, 
and a 1992-93 biennial appropriation of $21,910,000. 
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1992-1993 BIEN NI Al BU OGE T 
(DOLLARS IN THOUSANDS) 

AGENCY: 
PROGRAM: 

MPLS PENSION RETRMNT 
FIN MISC NON OPERATING 

ACTIVITY RESOURCE ALLOCATION: FY 1989 FY 1990 

NON-PROGRAMMATIC 9,854 10,531 
----------------------------------- ----------- -----------
TOTAL EXPENDITURES BY ACTIVITY 9,854 10,531 

DETAIL BY CATEGORY: 

Est. 
FY 1991 

10,955 

10,955 

LOCAL ASSISTANCE 9,854 10,531 10,955 
----------------------------------- ----------- ----------- -----------
TOTAL EXPENDITURES BY CATEGORY 9,854 10,531 10,955 

SOURCES OF FINANCING: 
---------------------
DIRECT APPROPRIATIONS: 
STATUTORY APPROPRIATIONS: 

GENERAL 9,854 10,531 10,955 

----------------------------------- ----------- ----------- -----------
TOTAL FINANCING 9,854 10,531 10,955 

Adjusted 
Base 

10,962 

10,962 

FY 1992 

Agency 
Pl.an 

10,962 

10,962 

Governor 
Recomm. 

10,955 

10,955 

10,962 10,962 10,955 
------ ----------- -----------
10,962 10,962 10,955 

10,962 10,962 10,955 
------ ----------- -----------
10,962 10,962 10,955 

Adjusted 
Base 

11,338 

11,338 

FY 1993 

Agency 
Pl.an 

11,338 

11,338 

Governor 
Recornm. 

10,955 

10,955 

11,338 11,338 10,955 
------ ----------- -----------
11,338 11,338 10,955 

11,338 11,338 10,955 
------ ----------- -----------
11,338 11,338 10,955 
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AGENCY: MPLS PENSION RETRMNT 

F.Y.91 FUNDING LEVEL 

OPEN APPROPRIATIONS 

TOTAL 
BIENNIAL TOTAL 

ALL FUNDS 

BASE RECONCILIATION REPORT 
for 1992-1993 Biennium 

GENERAL FUND 
F.Y.92 F.Y.93 F.Y.92 F.Y.93 

10,955 

7 
------
10, 962 

10,955 

383 
-----~ 
11,338 
22,300 

10,955 

7 
------
10, 962 

10,955 

383 
------
11, 338 
22,300 

OTHER STATE FUNDS FEDERAL FUNDS 
F.Y.92 F.Y.93 F.Y.92 F.Y.93 
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ACD 
PROG~ ,t 

1992-93 Biennial Bud( 

AGENCY: Minneapolis Employees Pension Retirement 

DECISION ITEM: Cap MERF Amorti7.ation Aid at F.Y. 1991 
Appropriation Level 

Dollars in Thousands 
F.Y. 1992 F.Y. 1993 F.Y. 1994 

AGENCY PLAN: 

F.llpenditucea 
General Fund $ 10,962 s 11,338 $ 11,338 

Revenues 
General Fund $ -0- $ -0- $ -0-

GOVERNOR'S RECOMMENDATION: 

&peoditucea 
General Fund $ 10,955 $ 10,955 $ 10,955 

Revenues 
General Fund $ -0- s -0- $ -0-

Requires !Statutory cbaogc:: _ X Yes No 
Statutes Affected: M.S. 422.A 

ITEM SUMMARY: 

F.Y. 1995 

$ 11,338 

$ -0-

$ 10,955 

$ -0-

The Governor recommends capping the amortization subsidy to the Minneapolis Employees' 
Retirement Fund (MERF) at the F.Y. 1991 appropriation level. 

RATIONALE: 

The State, by current statutes, assumes roughly 60% of the contribution required to amortize the 
unfunded liabilities of the MERF Fund by the year 2017. This is an open-ended obligation for the 
State driven largely by factors more under the control of the City of Minneapolis, the Board of 
Trustees for the Fund, and the Executive Director for the Fund. Such factors include plan changes, 
payroll growth, and investment performance of the Fund. 

Payments to MERF from the State's General Fund have swelled from approximately $1 million in 
F.Y. 1980 to almost $11 million in F.Y. 1991. The Governor recommends modifying M.S. 422.A, 
adding language to cap what is currently an unlimited obligation, and preventing further increases 
in the pensions subsidy. (In addition to this amortization aid, the State. has been paying roughly 
$900,000/yr. for Pre-1973 supplemental benefits to MERF, whereas the statewide retirement systems 
are now paying for these benefits out of their own funds). 

This cap would also insure that the State is not exposed to increases in the Fund's liabilities 
generated by any poor investment performance. Estimates of possible write-downs to assets due to 
recent investment losses could, under current formula and assumptions, cost the State an additional 
$475,000 in F.Y. 1993. 

GOVERNOR'S RECOMMENDATION: 

The Governor recommends amending M.S. 422.A to limit the State's annual obligation at the F. Y. 
1991 appropriation level, and a biennial appropriation of $21,910,000. 
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AGENCY: Local Police-Fire Amortization Aid 1992-93 Biennial Budget 

PURPOSE: 

M.S. 423A.02 established a Stale obligation lo provide aid to assist local police or fire retirement 
associations with the financing of their unfunded liabilities. Only those associations being phased out 
are eligible for the aid. 

Current statute established the aid for each of the associations at a fixed amount until the association 
ceases to exist. 

At the close of calendar year 1989, the actuarial liability of these funds was $1,104,626,000. Assets 
stood at $710,172,000, leaving an unfunded liability of $394,454,000. 

GOVERNOR'S RECOMMENDATION: 

The Governor recommends: 1) a biennial appropritaion of $7,048,000; 2) amending M.S. 423A and 
M.S. 69, to permanently cap the State's obligation for this amortization subsidy at the F.Y. 1991 
expenditure level of $3,524,000. 
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1992-1993 8 IE N NI AL BUDGET 
(DOLLARS IN THOUSANDS) 

AGENCY: LOCAL POL-FIRE AMORT 

PROGRAM RESOURCE ALLOCATION: 

NON PROGRAMATIC 
FIN MISC NON OPERATING 
----------------------
TOTAL EXPENDITURES BY PROGRAM 

SOURCES OF FINANCING: 

DIRECT APPROPRIATIONS: 
STATUTORY APPROPRIATIONS: 

FY 1989 

7,600 

7,600 

Es1:. 
FY 1990 FY 1991 

3,824 3,524 

3,824 3,524 

GENERAL 7,600 3,824 3;524 

----------------------------------- ----------- ----------- -----------
TOTAL FINANCING 7,600 3,824 3,524 

Adjus1:ed 
Base 

3,524 

3,524 

FY 1992 

Agency 
Pl.an 

3,524 

3,524 

Governor 
Rec on-Jn. 

3,524 

3,524 

3,524 3,524 3,524 

----- ----------- -----------
3,524 3,524 3,524 

Adjusted 
Base 

----------------------
3.,524 

3,524 

FY 1993 

Agency 
Pl.an 

3,524 

3,524 

Governor 
Recomm. 

3,524 

3,524 

3,524 3,524 3,524 

----- ----------- -----------
3,524 3,524 3,524 
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TEACHERS RETIREMENT ORGANIZATION CHART 7/1/90 

OFFICE OF DIRECTOR 

Cur. Pos. 2 

I l 
MEMBER SERVICES & RECORDS DI~ FINANCE & SYSTEMS DIV. 

Cur. Pos. 28 Cur. Pos. 27 
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Position Reconciliation: 

Authority: 

legislative Complement: 

Speci a 1 Revenue 

Total Pennanent Positions 

TOTAL Positions 

Employees 
on 6/30/90 

TEACHEh."- ~ETI REMENT ASSOC IA TI ON 

Position and Employee Status Infonnation 

Employees by Employment Status: 

Current Requested 
FY 91 for 6/30/93 

57.0 

57 .0 

57 .0 

51 

57.0 

57 .0 

57.0 

Full-Time Unlimited 

TOTAL 

6/30/90 

51 

51 
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AGENCY: Teachers Retirement Association (TRA) 1()()2-93 Biennial Budget 

MISSION: 

The primary purpose of the Teachers Retirement Association (TRA) is to provide to eligible 
members a monthly retirement annuity benefit. In addition, refunds to former members and benefits 
as a result of death or disability are also provided. 

MAJOR POLICY DRIVERS: 

Membership is compulsory for all public school teachers in Minnesota except those in the cities of 
Duluth, Minneapolis, St. Paul and the University of Minnesota system. 

General information is provided to approximately 64,800 active and 16,000 inactive teachers by 
various means. Individual counseling is provided in response to individual requests. This service is 
available at the TRA State Office or al 15 out-state counseling centers provided on a regular 
schedule at a number of facilities "counseling services were provided to 2,829 members" in F.Y. 1990. 

A computerized statement of account, including projected retirement benefits, is provided annually 
for each active member of the fund. In addition, timely memos and newsletters are transmitted to 
the reporting units and members explaining TRA services and benefit programs. Annuity, disability 
and survivor benefit checks are paid to approximately 17,000 recipients each month. Annually 
approximately 3,000 members who have ceased to teach request a refund of their accumulated 
contributions plus interest. 

Employee and Employer contributions are paid as a percent of payroll at rates established by statute. 
An annual valuation is performed by the actuary of the Legislative Commission on Pensions and 
Retirement to determine if the contribution rates are sufficient. If the rates need to be changed, 
legislative action is required. 

EXPI.ANA·noN OF BUDGET ISSUES AND ALIBRNATIVES: 

This budget request will permit approximately the BASE level of services to be provided during the 
F.Y. 1992-93 biennium. Funding is provided from employee contributions withheld from salaries and 
employer contributions paid by employer reporting units. 

GOVERNOR'S RECOMMENDATION: 

The Governor concurs with the agency's plan. 
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AGENCY: TCHRS RET ASSOCN 
PROGRAM: TEACHERS RETIREMENT ASSOCIATION 

ACTIVITY RESOURCE ALLOCATION: FY 1989 
=-========= 

TEACHERS RETIRE ASN 167,196 

------------------- ======= 
TOTAL EXPENDITURES BY ACTIVITY 167 pl% 

DETAIL BY CATEGORY: 
------------------
STATE OPERATIONS 167,194 
LOCAL ASSISTANCE 2 
AID TO INDIVIDUALS 

1992-1993 BIENNIAL BUDGET 
(DOLLARS IN THOUSANDS) 

Est. 
FY 1990 FY 1991 

186,099 212,885 
======= ======= 
186,099 212,885 

186,098 212,882 
l 

3 

Adjusted 
Base 

232,885 
======= 
232,885 

232,882 

3 

FY 1992 

Agency 
Pl.an 

232,885 
======= 
232,885 

232,882 

3 

Governor 
Reoomm. 

232,885 
======= 
232,88.5 

232,882 

3 
------------------=-=----=--======= =========== =======•s== =========== ----------- ----------- ---------------------- ----------- -----------TOTAL EXPENDITURES BY CATEGORY 167,196 186,099 212,885 232,885 232,885 232,885 

SOURCES OF FINANCING: 
---------------------
DIRECT APPROPRIATIONS: 
STATUTORY APPROPRIATIONS: 

TEACHERS RETIREMENT 163,830 182,756 208,757 228,757 228,757 228,757 
TEACHER SUPPL RETIRE 3,366 3,343 4,128 4,128 4,128 4,128 

=================================== =========== =========== =========== =========== =========== =========== 
TOTAL FINANCING 167,1% 186,094] 212,885 232,885 232,885 232,885 

Ad;usted 
Base 

254,885 

======= 
254,885 

254,882 

3 

FY 1993 

Agency 
Pl.an 

254,885 
======= 
254,885 

254,882 

3 

Governor 
Recomm. 

254,885 
======= 
2.54,885 

254,882 

3 
=-========= =========== =========-= 

254,885 254,885 254,885 

250,757 250,757 250,767 
4,128 4,128 4,128 

=========== =========== =========== 
254,885 254,885 254,885 
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AGENCY: TCHRS RET ASSOCN 

F.Y.91 FUNDING LEVEL 

DEDICATED RECEIPTS AND FUNDS 

TOTAL 
BIENNIAL TOTAL 

ALL FUNDS 

BASE RECONCILIATION REPORT 
for 1992-1993 Bi~nnium 

GENERAL FUND 
F.Y.92 F.Y.93 F.Y.92 F.Y.93 

212,885 

20,000 
-------
232,885 

212,885 

42,000 
-------
254, 885 
487,770 

OTHER STATE FUNDS 
F.Y.92 F.Y.93 

212,885 

20,000 
-------
232.,885 

212,885 

42,000 
-------
254,885 
487,770 

FEDERAL FUNDS 
F.Y.92 F.Y.93 

PAGE 3~ 



AGENCY: REVENUE, DEPARTMENT OF 

1992-93 BIENNIAL BUDGET 

PROGRAM STRUCT1JRE 

PROGRAM PAGE 

REVENUE ADMINISTRATION 

Revenue Administration 
Information Systems 
Administrative Services 
Information Access and Security 

TAX POLICY 

Appeals and Legal Services 
Tax Research 

PROPERTY AND SPECIAL TAXES 

Communications 
Local Government Services 
Special Taxes 
Petroleum Taxes 

CUSTOMER SERVICE AND INFORMATION 
Document Processing 
Revenue Accounting 
Data Management 
Taxpayer Information 

TAX COMPLIANCE 

Audit 
Collection 

REVENUE.PRG 
2-14-91 12:21pm jms 

400 

403 

405 

408 

411 
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,\/linnesota Department 
of 

Revenue 

Total Complement - 117 4.2 

I 
ADMINISTRATION 

Current Pos. - 17 .2 

Ill 

Administrative 
Services 

Current Pos. - 39 

I 

Information 
Systems 

Current Pos. - 35 

I 

Information 
Access & Security 

Current Pos. - 5 

llll 

Revenue 
Administration 

Current Pos. - 33 

PROGRAM 
TOTALS 129.2 

I 
TAX POLICY 

Current Pos. - 1 

I 

Appeals and 
Legal Services 
Current Pos. - 46 

I 

Tax Research 

Current Pos. - 25 

I 

72 

COMMISSIONER 
OF 

REVENUE 

I I 
PROPERTY AND CUSTOMER TAX 
SPECIAL TAXES SERVICE & COMPLIANCE 

IN FORMATION 
Current Pos. - 4 Current Pos. - 3 Current Pos. - 4 

I I I 

Communications Data Audit 
Management 

Current Pos. - 12 Current Pos. - 102 Current Pos. · 339 

I I I 

Local Gov't Document Collections Services Processing 
Current Pos. - 61 Current Pos. - 105 Current Pos. - 146 

I I 

Financial 
Petroleum Taxes Accounting 

Current Pos. - 38 Current Pos. - 50 

I I 

Special Taxes Taxpayer 
Information 

Current Pos. - 46 Current Pos. - 63 
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Revenue, Department of 

Position and Employee Status Information 

Position Reconciliation: Employees by Employment Status: 
Current Requested 

Authority: F.Y. 1991 For 6-30-93 6-30-90 

Legislative Complement: Full-Time Unlimited 1,063.2 
General Fund 1,134.2 1,134.2 Full-Time Temporary 22.0 
Highway User Fund 38.0 38.0 Full-Time Emergency 4.0 
Landfill Abatement 1.0 1.0 Full-Time Seasonal 77.0 
Landfill Contingency 1.0 1.0 Part-Time Unlimited 42.0 

Part-Time Temporary 1.0 
Total Permanent Positions 1,174.2 1,174.2 Part-Time Seasonal 33.0 

Other Complement (FTE) 68.0 68.0 TOTAL 1,242.2 

TOT AL Positions 1,242.2 1,242.2 

Employees 
on 6-30-90 1,242.0 
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AUtlN «.evemle; Department ot i99:t93Bienrual 
0

Budge1 

MISSION: 

The Department of Revenue is in transition. Through an extensive strategic planning process 
completed in June 1990, we have significantly refined our mission, priorities, and expectations. 

Our mission statement now reads: 

Our misaion ia to 11aVC Mioneaooma by mating our state and local revenue system Md well, in 
wucture and in operation. To aooompliah this mission, we: 

111 Facilitate payment of reveouc:a to fund public aavka 
• Hdp citii:eos to comply with the tax Bawa 
• Fmnly enforce the tax laws, colleciing oo more and oo lea than tupayaa owe 
• Lead in ab.aping a sound revenue system 
111 Earn public c:onfidence through our integrity, our reapomivenesa to thoae we ICIVe, and the high 

quality of our reaulta. 

These activities occur in an ongoing cycle of policy development, taxpayer education and service, 
filing and payment operations, feedback, enforcement and reporting. The goal for all of these 
activities is to maximize voluntary compliance with the tax laws. Our budget and organizational 
structure previously reflected this cycle: programs focused on the department's role in the tax system, 
with divisions organized along functional lines. 

As a result of the strategic planning process, we have redefined our service focus, substantially altered 
our decision-making process and de-emphasized traditional hierarchy in favor of project- and 
team-based leadership. One significant change dissolved our S programs based on internal functions. 
Operational decision making now is centered in our 17 divisions. Our executives (assistant 
commissioners) no longer focus on the day-to-day operations of multi-division programs; now each 
one heads a tax system and focuses on leading us to implement our strategic plan. This focus on 
tax systems-a product-line focus-arose from our growing realization that, to improve its performance, 
we must examine the system from beginning to end from the taxpayer's perspective. 

We hope to implement a new program structure, centered on tax-system-based programs, for the 
1994-95 biennium. The current biennium will be used to track activities, refine unit identities, 
determine whether we really need to account formally by tax system, and complete structural and 
informational transitions. 

One of the benefits of this process has been increased clarity in setting objectives, identifying 
customer needs, and establishing the critical indicators of our performance. Tied to our restated 
mission and organization are a series of high-level measures that are central to successful 
accomplishment of our mission. We have also identified the strategic outcomes for our agency. 

MAJOR POLICY DRIVERS: 

The Department of Revenue's performance in each of the major mission areas-tax management, 
taxpayer service, enforcement and tax policy-depends on the interaction of 5 principal variables in 
our operating environment: 

The economy has a major impact on both the absolute amount of tax dollars we collect through 
voluntary compliance and on the cost and yield of enforced compliance measures. The impact of 
expenditures falls mainly in the areas of taxpayer assistance, audit, and collections, with collateral 
impacts throughout the supporting organization. 

Oianges in state and federal tax laws affect both the level and distribution of the tax burden, and 
affect our progress towards our goal of a balanced revenue system. Primary budget impact areas 

taxpayer information and service operations, processing activities, training, and compliance 
functions. 

Cbangea in kdmology, including the methods and costs for collecting, storing ana delivering 
information, have a major impact on service levels and compliance success. Quality, availability and 
utility of information are factors affecting data both as input and as a product of our operations. 
As our methods of communicating with and meeting the needs of our customers change, the quality 
of service and cost of operations will be affected. These changes will also make new demands on 
our customers; a fact that we will take into consideration in our policy decision making. 

Complianoc lew:la for various tax types significantly affect our costs of collection and dollars available 
to fund public programs. Voluntary compliance-the source of most of our revenue-is least expensive 
and most desirable for many reasons. Enforced compliance, which comes as a result of department 
action, costs more per dollar collected, with increasingly higher costs associated with progressively 
higher absolute levels of compliance. 

Funding lew:la have a direct impact on service levels and, we believe, compliance levels. Generally 
speaking, the more funding we get, the more we can do to improve revenue system performance and 
to increase tax revenues. Nevertheless, a hard look at our operations in austere times may lead us 
to make changes that will improve our (and the revenue system's) efficiency. To the extent that we 
are unable to improve efficiency, we will significantly reduce discretionary activities where the level 
of performance is variable according to resources, and where impacts on our customers are least 
significant. This includes lower-yield audit and collections areas, optional information services, and 
internal service functions. 

EXPLANATION OF BUDGET ISSUES AND AL'IERNATIVES: 

The department anticipates that the cost of current activities, new requirements, and increases in 
operating costs would exceed calculated budget base by $8.S million for the biennium if we were 
to continue doing what we now do in the same way we now do it. In addition, significant increases 
will also occur for postage, systems operating costs, and printing (a total of $1.571 million for the 
biennium). 

Because we cannot continue to do what we have done in the past in the same manner, we are 
reallocating our existing base to fund those activities identified in our strategic plan as being most 
central to our mission and in such a way as to be least damaging to our customers. 

We have been, and will continue to be, engaged in a major effort to improve the quality of the work 
we do and the services we provide. Reducing errors-ours and the taxpayer's-eliminate the work that 
goes into correcting them. We will also be taking a close look at ways to reduce our escalating 
printing and postage costs without doing significant damage to the tax system performance. And we 
will aggressively seek ways to minimize system operating costs. 

Because we have just begun to implement our strategic plan, the process of identifying specific 
targets that will be divested, redesigned or reassigned will continue throughout the year. We expect 
to continue refining right up to the lime of adoption of our annual spending plan. The general 
character of these base reallocations will be: 

111 For activities that are central to our mission, we will work to consolidate similar functions, 
re-engineer or privatize certain secondary operations so as lo accomplish desired results more 
efficiently, reduce lower-yield compliance activity, reduce costs for certain limited-impact types of 
central services, and impose fees for specialized supplemental services. 

1111 We will divest of functions that are discretionary, have limited impact on our customers, do not 
create an imbalance in resources or workload, and have the least long-term negative consequenoes 
for department outcomes and services. This includes selectively eliminating some functions and 
doing less of others. 
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AGENCY: Revenue, Department of 
(Continuation) 

1992-93 Biennial Budget 

11 We will seek constructive ways to mininize our operational costs through partnerships with other 
agencies and levels of government and with the private sector. 

The focal point for these reallocations will be to improve service to our customers. That will prove 
very difficult in a time of budget austerity. Because the productivity of our employees is the most 
important factor in our performance, we will continue to move aggressively in the direction of doing 
well that which we do. We believe that we can improve in that respect by reducing the level of our 
discretionary activities to whatever level we can support effectively with the resources available to us 
in light of whatever gains in efficiency we are able to make. Our major concern is that such 
reductions will bring with them worsened revenue system performance, and a revenue loss to the 
state. 
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1992-1993 BIEN NI Al BUDGET 
(DOLLARS IN THOUSANDS) 

AGENCY: REVENUE, DEPT Of 

IFY 1992 

Est. Adjusted Agency Governor 
PROGRAM RESOURCE ALLOCATION: FY 1989 FY 1990 FY 1991 Base Plan Recon-im. 

REVENUE ADMIN 17,815 19,940 23,118 21,453 21,453 22,853 
TAX POLICY PROGRAM 3,427 3,696 3,666 4,041 4,041 4,041 
PROP SPEC TX & COMM 8,572 9,106 10,148 10,292 10,292 10,292 
CUSTOMER SERV & INFO 11,599 12,114 12,978 13,505 13,505 13,505 
COMPlIAMCE PROGRAM 21,700 21,922 23,372 23,780 23:,780 23,780 
REVENUE REFDS & AIDS 4,000 

----------------------------------- ----------- ----------- ----------- ----------- ----------- -----------
TOTAL EXPENDITURES BY PROGRAM 67,113 66,778 73,282 73,071 73,071 74,471 

SOURCES OF FINANCING: 
---------------------
DIRECT APPROPRIATIONS: 

GENERAL 59,735 64,686 69,992 69,963 69,963 71,363 
SP REV DIRECT APPROP 4,669 
SPECIAL REVENUE 390 
HGH~N USER TAX DISTR 1,589 1,670 1,735 1,720 1,720 . 1,720 
ENVIRONMENTAL 43 45 46 46 46 
INFRA STRUCTURE DEV 40 
METRO LANDFILL CONTN 41 42 45 46 46 46 

STATUTORY APPROPRIATIONS: 
GENERAL 402 237 1,100 1,100 1,100 1,100 
SPECIAL REVENUE 157 100 365 196 196 196 
AGENCY 90 

----------------------------------- ----------- ----------- ----------- ----------- ----------- -----------
TOTAL FINANCING 67,113 66,778 73,282 73,071 73,071 74,471 

FY 1993 

Adjusted Agency Governor 
Base Plan Recoltllll. 

21,820 21,820 21,820 
4,050 4,050 4,050 

10,267 10,267 10,267 
13,475 13,475 13,475 
23,724 23,724 23,724 

----------- ----------- -----------
73,336 73,336 73,336 

70,233 70,233 70,233 

1,715 1,715 1,715 
46 46 46 

46 46 46 

1,100 1,100 1,100 
196 196 196 

----------- ----------- -----------
73,336 73,336 73,336 
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AGENCY: REVENUE, DEPT OF 

F.Y.91 FUNDING LEVEL 

APPROPRIATIONS CARRIED FWD 
NON RECURRING EXPENDITURES 
FUNfi CHANGE/CONSOLIDATION 
LEG-DIRECTED ADJUSTMENTS 
SALARY ANNUALIZATION 
ANNUALIZG NEH PROG COST 
DOCUMENTED RENT/LEASE INCR. 

All FUNDS 

BASE RECONCILIATION REPORT 
for 1992-1993 Biennium 

GENERAL FUND 
f.Y.92 F.Y.93 F.Y.92 F.Y.93 

73,282 73,282 71,092 71,092 

<l,599> <l., 586 > <l, 599> <l, 586 > 
<860> <702> <860> <702> 

169 169 
<38> <38> 

740 566 715 546 
1,220 1,220 1,220 1,220 

326 594 326 594 

OTHER STATE FUNDS FEDERAL FUNDS 
F.Y.92 f.Y.93 F.Y.92 f.Y.93 

2,190 2,190 

<169> <169> 
<38> <38> 

25 20 

----------- ----------- ----------- ----------- ----------- ----------- ----------- -----------
TOTAL 73,071 73,336 71,063 71,333 2,008 2,003 
BIENNIAL TOTAL 146,407 142,396 4,011 

F. Y. 1991 Budget Reductions (Information Only) 

The following F.Y. 1991 reductions were implemented in Laws 1991, Chapter 2. These reductions are not refiected as changes to F.Y. 1991 or F.Y. 1992-93 BASE Levels within the 
budget documents. 

Program name: Several 
Activity name: Not filling F.Y. 1991 Vacancies 

Program name: Several 
Activity name: Purchasing Deferral 

Total F.Y. 1991 Adjustment 

General Fund 

$ 

$ 

(1,000) 

U!!Q) 

(1,500) 

Other Funds 

$ -0-

--± 
$ -0-
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AGENCY: Revenue, Department of 

1m::.93·.sienniaflludget 

DECISION nEM: Financing Intlationacy Cost - Informalional 

Dollars in Thousands 
F.Y. 1992 F.Y. 1993 . F.Y. 1994 F.Y. 1995 

AGENCY Pl.AN: 

Expenditures 
General Fund-Inflation $ 2,700 $ 5,800 $ 5,800 $ 5,800 
General Fund-Reallocations (2,700) (5,800) (5,800) (5,800) 

Revenues 
General Fund $ -0- $ -0- $ -0- $ -0-

Requires statutmy change: Yes X No 
Statutes Affected: 

ITEM SUMMARY: 

The Department of Revenue's inflation calculations were based on assumed increases in the areas 
of communication, printing, systems and other costs. An annual average increase of 20% was used 
for postage, discrete increases for operations of various computer systems depending upon their 
resource utilization and usage profiles, and about 4% for other items. 

RATIONALE: 

The department will accommodate the cost of inflation by a combination of specific actions against 
selected lower-priority activities. We will divest of certain discretionary services, publications and 
compliance activities. We will also reduce response time for service requests, postpone planned 
investments in replacement and new systems, and adjust processing thresholds and compliance 
support activities. Other low-return areas will be reallocated to higher return activities on an 
accelerated basis. 

While these reallocations may have some impact on compliance revenues, estimates of the magnitude 
of that impact cannot be firmly established until the department's study of compliance costs and 
yields is completed later this year. 

GOVERNOR'S RECOMMENDATION: 

The Governor concurs with the agency's plan. 
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For the purpose of this budget narrative, the Administration Program includes the Commissioner's 
Office, the Internal Audit Office, and the following divisions: Administrative Services, Fiscal Services, 
Human Resources Management, Information Access and Security, and Information Systems. The 
divisions and units described here are grouped together for purposes of ·convenience and historical 
comparison. 

This program affects, and is affected by, many of the department's strategies for the future. We have 
3 primary resources for canying out our mission and strategies: people, funds, and information. 
Although our operating managers have primary responsibility for managing our human, financial, and 
information resources, these managers rely on the Administration Program for service, support, and 
expertise. The customers of the Administration Program include both taxpayers (individually and 
collectively) and department managers and employees. 

The people in this program work toward our goal that all employees be properly trained, equipped, 
and capable of performing their duties properly; that they have the information and logistical support 
they need; and that they have the service delivery systems that facilitate their interaction with their 
customers. 

The Commissiooe:r'a Office includes the Commissioner, the Deputy Commissioner, the Affirmative 
Action Officer and the Taxpayer Rights Advocate. They provide overall leadership to the department 
by: 

Leading the effort to develop sound tax policy for the state of Minnesota: 

11 Managing the state tax and revenue system on behalf of the people of Minnesota, 
11111 Developing and implementing policies and procedures to ensure equal opportunity to all 

employees, 
111 Developing policies and procedures that ensure fair and equitable treatment for all citizens, and 
1111 Providing an advocate for all citizens who have grievances against the department. 

Toe Administrative Servioea Division provides administrative and support services lo all areas of the 
department, and acts as the "single point of contact" with other state agencies, private vendors, and 
other organizations that provide services or materials to the department. 

The Fsscal Servica Division serves all areas of the department by: 

11111 Providing financial information and financial management advice to all managers in the depart­
ment, 

11111 Maintaining and monitoring the department's budget and spending plans, accounts payable and 
payroll system, and 

11 Providing financial reports and information to managers. 

The Internal Audit Office ensures that the department is using its resources effectively by monitoring 
internal controls for all areas of the department. 

11ie Human Resouroes Management Division ensures that our workforce is technically competent 
and confident by providing high quality human resource management and training services, products, 
consultations, and controls to all managers, supervisors and employees in the department. 

Toe Information Aooeaa and Security ~ encourages information exchange within an environ­
ment which ensures that Federal, state, and departmental data security requirements are met. 

11ie Infonnation Systems Division provides the department with timely, accurate informa,i0 n needed 
to effectively operate the tax system. This division has responsibilly for planning, f rig and 
implementing new information systems and for operating and maintaining new and exis1. ,ystems. 

PERFORMANCE: 

During F.Y. 1990-91, the Administration Program implemented a variety of technical changes in the 
Department of Revenue. These included the implementation of the Taxpayer Registration 
(Individual) and Computer ,Assisted Compliance System (CACS) systems, resulting in making more 
timely, accurate information available to department employees and taxpayers. The Taxpayer 
Accounts System (TP A) begun in November 1990 is expected to further improve these outcomes. 

The Taxpayer Registration System (TPR) provides all department employees with on-line taxpayer 
profiles as well as current and past histories for all business and individual taxpayers. The CACS 
contains a repository of taxpayer information on all taxpayers that owe the state money on past due 
taxes. In addition, it contains information on taxpayers who have not filed returns. This information 
allows the department to more effectively pursue taxpayers who are remiss in their filings and 
payments. The TP A provides an on-line, centratized repository of all transactions that affect the 
balance of a taxpayer's account. This system provides accurate, timely information for taxpayers, 
employees and other agencies. 

Other F.Y. 1990-91 projects are: 

1111 Development of the DOR Infrastructure 
1111 Completion of the Business Model and initiation of the design phase of the Sales Tax Processing 

System 
a Enhancement of the CACS System 
1111 Pilot System for Electronic Filing of Individual Income tax returns 
11 Pilot of Optical Character Recognition (OCR) application 
111 Implementation of a Sales Tax Coupon Booklet process 
1111 Design and initial development of a Refunds Payable system 
1111 Implementation, maintenance and enhancement of a repository of baseline data 
11 Feasibility study of an Electronic Funds Transfer System 
1111 Completion of Strategic Information Systems Plan 
11111 Legislatively mandated modification and systems development related to the new Entertainer tax, 

Political Contribution refunds, Non-resident Partnership/Shareholder tax, Lawful Gaming, Taxpayer 
Rights, and Corporation Income tax. 

Changing technology along with the increased emphasis on productivity, customer service and 
partnerships has created an increasing need for management services, training, and consultations. 
Requests for management services have ranged from individual consultations to facilitation of group 
meetings and conferences. During F.Y. 1990-91, over 300 training sessions that involved more than 
7,000 employees were presented. Consultation services were provided to over 80 individuals and 
work groups in areas of management and supervisory responsibility. While it is difficult to measure 
the impact of these services, anecdotal evidence suggests that they have played a role in promoting 
more effective working relationships and clearer understanding among employees of the department's 
mission and goals. 

We have worked to improve state cash flow by processing 77% of funds received the same day they 
are received. We are also identifying high dollar returns for priority processing. New OPEX mail 
openers delivered in December 1990 will further expedite the mail opening process. 

PROSPECfS: 

The implementation of the TPR, CACS, and TP A systems has greatly improved the quality and 
iimeliness of the information available to taxpayers, employees, and other agencies. Further changes 
in the amount of information needed and improvements in technology will require even greater 
development of information systems. 
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During F.Y. 1992-93, to the extent that funding is available, we will develop and implement a 
backbone communications system that will provide an infrastructure for linking DOR employees with 
one another through electronic networks. This information network will provide ongoing support to 
users in the implementation and maintenance of their own local area networks and their linkage to 
the departmental network. The use of this information will provide the capability to move beyond 
merely transferring data to using data for the creation of comprehensive, pertinent information that 
will result in more accurate, timely and relevant measuring and reporting. 

~= 
In planning for the increasing costs and decreasing resources of the next biennium, we will look for 
opportunities to reduce costs by reducing support services, reducing the number of transactions and 
subcontracting with outside sources to do some functions. 

Administrative service costs will be minimized by divesting of discretionary functions and cutting back 
on expenditures for non-critical activities. 

The new postal rate increase has several incentives for cost savings, such as ZIP4, barcoding, 
presorting and saturation mailings. We are studying these methods to determine the best alternative 
for cost savings. 

The redesign of the sales tax system is a. top priority and we will divest in other areas in order to 
fund this system. · 

As the department moves away from hierarchy to a more team- and project-based management, 
consulting and training needs will continue to increase. We will meet these needs by reducing 
duplication and prioritizing our requirements. We wiH invest in those areas that support our strategic 
plan and divest of those that don't. Training in customer service, technical cross-training and 
technological preparation will be priorities. Traditional classroom training will be complemented with 
on-the-job coaching and mentoring. 

INFORMATION POLICY OFFICE'S RECOMMENDATION: 

The Information Policy Office recommends continued funding of the sales tax/document processing 
system. 

GOVERNOR'S RECOMMENDATION: 

The Governor recommends increasing the department's F.Y. 1992 General Fund appropriation by 
$1,400,000 in recognition of general inflation pressures on the department. 

In addition, the Governor recommends allowing the department, after approval by the LAC, to move 
money between appropriations. This change should provide more flexibility to the department in 
managing its many activities and in meeting its compliance revenue targets. 

Further adjustments for F.Y. 1993 may be recommended to the 1992 Legislature pending the results 
of a department study of the relationship between investments in compliance activities and com­
pliance yields. 
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1992-1993 8 IE N NI Al BUDGET 
(DOLLARS IN THOUSANDS} 

AGENCY: 
PROGRAM: 

REVENUE, DEPT Of 
REVENUE ADMIN 

ACTIVITY RESOURCE ALLOCATION: 

REVENUE ADMIN 
IMFORMATION SYSTEMS 
ADMIN SERVICES 
INFO ACC & SECUR MGT 

--------------------
TOTAL EXPENDITURES BY ACTIVITY 

DETAIL BY CATEGORY: 

FY 1989 

2,498 
10,934 
4,287 

96 

17,815 

FY 1990 

2,564 
10,304 

6,885 
187 

19,940 

Est. 
FY 1991 

3,795 
12,662 

6,449 
212 

23,118 

STATE OPERATIONS 17,815 19,940 23,118 

----------------------------------- ----------- ----------- -----------
TOTAL EXPENDITURES BY CATEGORY 17~815 19,940 23,118 

SOURCES OF FINANCING: 

DIRECT APPROPRIATIONS: 
GENERAL 
SP REV DIRECT APPROP 
SPECIAL REVENUE 

STATUTORY APPROPRIATIONS: 
---------------
TOTAL FINANCING 

17,508 19,940 23,118 
85 

222 

17,815 19,940 23,118 

FY 1992 
-----------------------------------

Adjusted Agency Governor 
Base Pl.an Recorn:n. 

----------- ----------- -----------
2,970 2,970 4,370 

11,475 11,475 11,475 
6,787 6,787 6,787 

221 221 221 

----------- ----------- -----------
21,453 21,453 22,853 

21,453 21,453 22,853 

------ ----------- -----------
21,453 21,453 22,853 

21,453 21,453 22,853 

21,453 21,453 22,853 

FY 1993 
-----------------------------------

Adjusted Agency Governor 
Base Pl.an R1:;cornm. 

----------- ----------- -----------
2,963 2,963 2,963 

11,601 11,601 11,601 
7,036 7,036 7,036 

220 220 220 

----------- ----------- -----------
21,820 21,820 21,820 

21,820 21,820 21,820 

------ ----------- -----------
21,820 21,820 21,820 

21,820 21,820 21,820 

21,820 21,820 21,820 
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PROGRAM PURPOSE: 

This program plays a major role in implementing our strategies for improving the tax system and 
placing the needs and interests of taxpayers first. Drawing on many sources of information and 
working with other executive branch agencies, the legislature, and representative interest groups, this 
program works to promote a sound revenue system through programs of research, analysis, legal and 
educational service activities. In addition, the program provides informal avenues for taxpayers to 
pursue resolution of problems with the department and to obtain facts about our tax laws. This 
appeal process (together with the information gathered from other parts of the department and our 
customers) provides direct feedback about the practical impact of tax laws which can be used to 
improve the quality of the administration of those laws and of the laws and rules themselves. 

The Tax Policy Program leads in shaping a sound revenue system through fair and effective tax laws. 
Services are provided to the legislature, the governor, executives and other divisions in the 
department, other state agencies and govenmental units and to outside organizations and the general 
public. 

The Tax Policy Program includes 2 divisions: Appeals and Legal Services, and Tax Research. 

The Appeak and Legal Services Division provides the department, the executive branch and the 
legislature with legal analysis of existing and potential legislation. It also provides taxpayers with a 
forum for resolving disputes arising out of the audit, assessment and collection of state taxes. The 
Criminal Investigation Unit investigates and refers for prosecution those people who criminally violate 
our tax laws. 

The Tu Research Division creates and exchanges information on state and local finances, and 
provides a wide range of research services on state and local tax topics to legislative officials and tax 
policymakers. It creates statistical and summary information on taxes, and maintains, updates and 
enhances tax computer models to provide an ongoing tax research and policy analysis information 
base. 

PERFC>RMANCB: 

Our goal is to support the development of a revenue system that is fair, efficient, reliable, 
competitive, and understandable. Our progress towards this goal can be measured against a model 
tax system that has been developed to provide an objective standard of comparison. 

The Department of Revenue receives over 5 million taxpayer returns each year for the various state 
taxes it administers. The department typically audits over 30,000 of these returns each year. During 
F.Y. 1990, 1,429 administrative appeals were filed. The Appeals Section resolved 1,643 taxpayer 
appeals including some from prior years. Approximately one-third were resolved in the taxpayer's 
favor, in one-third the taxpayer's claim was rejected and in one-third there was a compromise 
agreement. 

The Attorney General staff assigned lo the Department of Revenue currently has 650 open cases 
representing potential litagation for the stale. The Appeals Section selected 57 of these cases to 
review under Alternative Dispute Resolution (ADR) procedures. Of these, 31 were settled to the 
satisfaction of both parties without the need for litigation. 

In 1989, over 100 written legal opinions on significant issues were issued by the Legal Services 
Section to department employees. Twice as many informal legal opinions were issued in response 
to less significant questions. The Legal Services Section drafts and promulgates rules on behalf of 
the department as necessary to clarify taxpayer and department legal rights and obligations under the 
statutes. In F.Y. 1990, 2 rules were rewritten and the new forms promulgated. At the same time, 

Legal Services conducted 20 case hearings on behalf of the department when requested by taxpayers 
prior to either a sales tax permit revocation or a license clearance denial. Nineteen training sessions 
were held to keep department staff apprised of new legal and statuatory developments. Four bills 
were drafted incorporating well over 100 statuatory changes and enhancements. 

The Criminal Investigation Unit received 129 cases in F.Y. 1990 and referred 2S cases to county 
attorneys for prosecution. During this time, 21 crimirial complaints were prepared by county 
attorneys based on our referrals. Also during F.Y. 1990, 22 defendants appeared for sentencing as 
a result of state tax violations. 

The Tax Research Division measures effectiveness by improvements in tax policies demonstrated by 
legislation passed such as the property tax reform and new gambling taxes in 1989 and the corporate 
alternative minimum tax and local aid payment restructuring in 1990. It also measures improvements 
in comparison to the department's "model" revenue system. Customer sUiveys to obtain feedback 
on the timeliness and accuracy of research products and library services are conducted. Regular 
interactions are made with customers to measure satisfaction and current service needs. Improve­
ments in tax information that is created and the ability to effectively analyze that information are 
planned for and evaluated annually. 

PROSPECfS: 

The work of this program is directly affected by changing economic conditions, federal law changes 
and adjustments in the revenue needs and tax- and service-policy directions of both the legislature 
and executive branch. We work with others and lead the way to craft a revenue system that provides 
the revenue needed to fund state and local programs; changes in the economic climate and citizen 
demands for service require careful monitoring of the system and thoughtful refinements to its 
structure and operations. With our new organizational structure we believe that feedback into tax 
policy from customer service and operational units of the department will be enhanced, expanding 
citizen access to the tax policy process and helping make the department and the revenue system 
mote responsive. 

The pressures generated by the budget outlook on the revenue structure and the need for local aid 
payment changes will require increased efforts for tax research and policy analysis to deal with these 
issues. The strategic plan will require broader research efforts to setve the tax type, functional and 
managemen~ needs of the departmenL 

PLAN: 

F.xpected budget cuts will reduce the levels of service that both divisions can provide. Reductions 
will have to result in eliminating some functions now done. This will be accomplished during the 
spending plan process after consultation with customers and evaluation of reduction impacts on 
services provided. 

GOVERNOR'S RECOMMENDATION: 

The Governor concurs with the agency's plan. 
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1992-1993 SIEN NI AL BUDGET 
«DOLLARS IN THOUSANDS) 

AGENCY: 
PROGRAM: 

REVENUE, DEPT OF 
TAX POLICY PROGRAM 

Est. 
ACTIVITY RESOURCE ALLOCATION: FY 1989 FY 1990 FY 1991 

TAX POLICY ADMIN 
APPEALS & LEGAL SVS 
TAX RESEARCH 

-------------------
TOTAL EXPENDITURES BY ACTIVITY 

DETAIL BY CATEGORY: 

210 
2,114 
1,103 

3,427 

95 
2,410 
1,191 

3,696 

86 
2,342 
1,238 

3,666 

STATE OPERATIONS 3,427 3,696 3,666 

----------------------------------- ----------- ----------- -----------
TOTAL EXPENDITURES BY CATEGORY 3,427 3,696 3,666 

SOURCES Of FINANCING: 
---------------------
DIRECT APPROPRIATIONS: 

GENERAL 3,427 3,696 3,666 
STATUTORY APPROPRIATIONS: 
=-------==============------======= =======---- ========--- --------=== 
TOTAL FINANCING 3,427 3,696 3,666 

Adjusted 
Base 

89 
2,716 
1,236 

4,041 

FY 1992 

Agency Governor 
Plan Re comm. 

89 
2,716 
1,236 

4,041 

89 
2,716 
1,236 

4,041 

4,041 4,041 4,041 

----- ----------- -----------
4,041 4,041 4,041 

4,041 4,041 4,041 

4,041 4,041 4,041 

Adjusted 
Base 

89 
2,708 
1,253 

FY 1993 

Agency 
Plan 

89 
2,708 
1,253 

Governor 
Reco11'111\. 

89 
2,708 
1,253 

----------- ----------- -----------
4,050 4,050 4,050 

4,050 4,050 4,050 
-==-- =----====== =========--
4,050 4,050 4,050 

4,050 4,050 4,050 

4,050 4,050 4,050 
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munications 

Agency: Revenue, Department of 

.PROGRAM PURPOSE: 

The Local Government, Special Taxes and Communication Program include 4 divisions that share 
an external customer focus: Local Govemmeot Servica works closely with cities, towns, and school 
districts to ensure uniform and fair administration of local property taxes, and makes payments of 
state aids to local governments; the Special Tu.ea and Petroleum divisions each work to provide 
specialized taxpayers with the information and means to comply with the tax laws, and audits their 
activities to ensure compliance; the Communicatiom division provides the state's 1.9 million individual 
taxpayers and 150,000 businesses with printed information on how to voluntarily comply with the 
state's tax laws. 

The Local Government Servica Division serves local units of government by assisting them in 
accurately adminstering the property tax to achieve a uniform statewide property tax system. It also 
ensures the timely and accurate payment of state aid payments to local governments. It includes the 
Minerals Unit, which administers occupation, production, royalty and gross earnings taxes and 
distributes taconite production tax revenue to 74 local units of government. 

The Special Tu.ea Division collects taxes, maintains records, conducts audits, and ensures that 
taxpayers meet statuatory bonding, licensing, and pricing requirements for these taxes: 

1. State cigarette and tobacco tax from distributors and sub-jobbers, 
2. Gross earnings tax from telephone, telegraph and trust companies, 
3. State tax on the generation of solid waste, 
4. Tax on the disposal of solid waste in the ?-county metro area, 
5. Liquor, wine and beer taxes, 
6. Controlled substance tax, 
7. Insurance tax, 
8. Lawful Gambling taxes. 

The Petroleum Division collects the per-gallon laxes on gasoline and aviation fuel and on diesel fuel 
and propane gas used in motor vehicles and administers the interstate road tax program. It issues 
and renews licenses and permits, issues refunds to end users of the products and audits returns, 
refund applications, and other records of taxpayers. 

The Communicati.om Division coordinates communications with the public and with the media. It 
develops and produces tax information materials, including pamphlets and newsletters; designs tax 
forms and instructions; sends out news releases; handles all printing requests for the department; and 
serves all units of the department by assisting them to assess and meet their communications needs. 

PERFORMANCE: 

During F.Y. 1990, the Local Government Services Division made aid payment determinations 
totalling $1,273,581,501. Certifications were made for these areas: 

Local government aid and levy limits 
Values for the 1987 and 1988 assessments for the Department of Education 
Changes in truth in taxation explanation sent to cities, counties and school districts 
HACA amounts for 3,500 taxing districts 
Disparity reduction aid certified to auditors 
Farm land value study and farm rent study for assessors 
List of individuals eligible for special homestead treatment for counties 
Values reviewed in 2,700 assessment jurisdictions 
State Board of Equalization orders issued for 1990 

Values for railroads, pipelines and utilities for counties 
Police and fire aids 
1989 adjusted tax capacities certified to Department of Education and school districts. 

To ensure that the tax laws were administered uniformly and fairly enforced, information has been 
provided to taxpayers and local units of government in a variety of ways. LGS held meetings 
throughout Minnesota to explain tax Jaw changes from both sessions; answered 17,000 phone calls 
from local governments and taxpayers; and evaluated 147,000 certificates of real estate value for the 
assessment/sales ratio study, which resulted in the distribution of $1.3 billion dollars in school aids 
and local government aids. It also identified 25,000 duplicate and 5,000 invalid social security 
numbers on homestead applications and referred them to counties for investigation. 

During F.Y. 1990-91 the Special Taxca and Pdroleum divisions have worked to improve customer 
service through better forms, customer surveys, meetings with the industries we regulate, and by 
empowering our front-line employees. We have developed a return processing and accounting system 
using local area network (LAN) computer syst~ms to enhance our internal controls, develop better 
audit selection criteria and allow us to meet the requirements of the Legislative Auditor. In addition, 
it will provide us with the capability to better communicate with our divisions and the department. 

During F.Y. 1990 Special Taxes conducted 156 field audits of Lawful gambling Organizations, 
Hazardous Waste, Solid Waste, Alcoholic Beverages, Pull-Tab and Tipboards, Gross Earnings, 
Insurance and Cigarette and Tobacco taxes. During F.Y. 1991, we expect to increase that number 
to 415 field audits, including 150 retail inspections. 

Petroleum currently audits approximately 20% of its 12,000 licensed accounts on an annual basis. 
The new computer technology should provide the means to better identify those accounts that should 
be looked at. 

One successful project in F.Y. 1990 was the education of the farm community to facilitate voluntary 
payment of taxes on gasoline withdrawn from farm storage and used in licensed vehicles. The 
number of voluntary filers increased in 1 year from 1,000 filers to 5,000 filers, and resulted in 
additional revenues of over $500,000. 

The Communicatiom division prepared forms and instructions to serve 2.7 million individual income 
tax filers, 59,000 corporate tax filers, 102,000 employers, 138,000 sales tax permit holders and 12,000 
practitioners. 

PROSPECl'S: 

During F.Y. 1992 the Lawful Gambling cross-check system will be completed, which will allow the 
state to receive manufacturers' monthly reports electronically, and will allow the department to take 
gambling product inventories with bar-code scanning devices. In F.Y. 1993, efforts will be directed 
to the design of artificial intelligence audit programs to enhance the audit efforts. At the same time, 
all taxes administered by the Special Taxes division will have their service and processing functions 
reviewed to detrermine areas that need modification. 

Petroleum plans to improve the understandability of the tax requirements for remitting state gasoline 
and special fuel taxes among distributors, special fuel dealers, and bulk purchasers of petroleum 
products. 

Local Gowmmcol Servica will work to provide all local units of government with the information 
necessary to have tax statements sent out by March 31. They will monitor the work of local taxing 
officials to ensure that the state's property tax laws are being uniformly and fairly administered and 
that assessment and levy practices meet statuatory requirements. 

The changes and innovations in technology that are planned for F.Y. 1992-93, such as electronic 
filing, electronic funds transfer and scanning mean the Communicati.om division must "sell" these 
services to the public and inform them how to use them. During F.Y. 1990, more than 15 
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publications were prepared for external use. Continued technological changes will require more of 
these services. 

In February, 1991, a postal increase will go into effect. We will look at alternative ways of delivering 
our information through privatizing forms ordering to preparers, charging others for postage, and 
eliminating forms. 

PLAN: 

As with all programs in the department, we will have to make difficult choices among departmental 
functions to maintain our quality of service with fewer resources. Cost increases to salary and 
expense budget lines will be managed by a combination of new technologies, reduced service levels, 
and privatizing or divesting of peripheral functions. 

Typical of other ideas under consideration are reducing mailing costs by sending out labels only 
(rather than whole income tax instruction booklets) to taxpayers who use practitioners, reducing the 
printing cost of our tax booklets, using only 1 individual return and not requiring a copy of the 
federal return with the individual income tax return. 

Decisions on these issues and other options will be made during the spending plan process after 
further study and consultation with customers. 

GOVERNOR'S RECOMMENDATION: 

The Governor concurs with the agency's plan. 
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1992-1993 BIEN NI Al BUDGET 
(DOLLARS IN THOUSANDS) 

AGENCY: 
PROGRAM: 

REVENUE, DEPT Of 
PROP SPEC TX & COMM 

ACTIVITY RESOURCE ALLOCATION: 
Est. 

FY 1989 FY 1990 FY 1991 

----------------------------------- ----------- ----------- -----------
PROP ST & COMM ADMN 153 176 200 
COMMUNICATIONS 2,237 2,468 2,621 
LOCAL GOVT SERVICES 2,903 2,958 3,258 
SPECIAL TAXES 1,690 1,834 2,334 
PETROLEUM TAXES 1,589 1,670 1,735 

----------------------------------- ----------- ----------- -----------
TOTAL EXPENDITURES BY ACTIVITY 8,572 9,106 10,148 

DETAIL BY CATEGORY: 
------------------
STATE OPERATIONS 8,571 9,105 10,146 
AID TO INDIVIDUALS l 1 2 
----------========================= =========== =========== =========== 
TOTAL EXPENDITURES BY CATEGORY 

SOURCES OF FINANCING: 
---------------------
DIRECT APPROPRIATIONS: 

GENERAL 
SP REV DIRECT APPROP 
SPECIAL REVENUE 
HGHHY USER TAX DISTR 
ENVIRONMENTAL 
INFRA STRUCTURE DEV 
METRO LANDFILL CONTN 

STATUTORY APPROPRIATIONS: 
SPECIAL REVENUE 

---------------
TOTAL FINANCING 

8,572 9,106 10,148 

6,398 7i,251 7,958 
297 
50 

1,589 1,670 1,735 
43 45 

40 
41 42 45 

157 100 365 
----------- ----------- -----------

8,572 9,106 10,148 

FY 1992 
-----------------------------------

Adjusted Agency Governor 
Base Pl.an Recomm. 

----------- ----------- -----------
165 165 165 

2,636 2,636 2,636 
3,384 3,384 3,384 
2,387 2,387 2,387 
1,720 1,720 1,720 

----------- ----------- -----------
10,292 10,292 10,292 

10,290 10,290 10,290 
2 2 2 

----------- ----------- -----------
10,292 10,292 10,292 

8,284 8,284 8,284 

1,720 1,720 1,720 
46 46 46 

46 46 46 

196 196 196 
----------- ----------- -----------

10,292 10,292 10,292 

FY 1993 
-----------------------------------

Adjusted Agency Governor 
Base Pl.an Reconvn. 

----------- ----------- -----------
164 164 164 

2,634 2,634 2,634 
3,374 3,374 3,374 
2,380 2,380 2,380 
1,715 1,715 1,715 

----------- ----------- -----------
10,267 10,267 10,267 

10,265 10,265 10,265 
2 2 2 

----------- ----------- -----------
10,267 10,267 10,267 

8,264 8,264 8,264 

1,715 1,715 1,715 
46 46 46 

46 46 46 

196 196 196 
----------- ----------- -----------

10,267 10,267 10,267 
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1992-93 Biennial Budgd 

The Customer Service and Information Program does not exist except for this budget document. The 
4 divisions-Taxpayer Information, Data Management, Document Processing and Revenue 
Accounting-are grouped together here for purposes of convenience and historical comparison. 

These divisions provide direct, fundamental tax services to our customers. These include taxpayers; 
the state treasury, which depends on prompt deposit of all remittances; other state agencies, which 
rely on this program for accurate information about the health of Minneosta's economy; and other 
units of government, for which this program provides direct administration of tax-related laws such 
as local option sales taxes and revenue recapture programs. 

The services they provide are central to all other department functions: they process information 
about each taxpayer's filing and remittance status, and provide secure, timely and accurate 
management of each taxpayer's accounts. The integrity of this information is essential for compliance 
activities, for economic forecasting, and for policy development. They also provide direct assistance 
to individual and business taxpayers to help them determine and understand their correct tax liability, 
interpretations of tax laws and the options and consequences available to them in their transactions 
with the department. 

The Taxpayer Information Division seives taxpayers by resolving taxpayer account problems 
and by providing timely, accurate information and services that help them comply with 
the tax laws, including: 

State and local tax information to individual and business taxpayers, tax 
practitioners and the general public, and 
Education and support services to specific audiences, including information on tax 
law changes and technical information to department employees. 

The Data Management Division serves taxpayers by: 

Maintaining individual and business taxpayer registration and information systems, ~nd Managing 
the retention, retrieval, and disposal of all taxpayer and tax administration records. 

The Document Processing Division serves taxpayers and local governments by: 

Managing the automated information functions, 
Processing all tax returns, depositing cash remittances and coding remittances and refund claims 
to the correct state fund, 
Examining returns for data entry accuracy, and 
Processing local option sales tax remittances for political subdivisions. 

The Revenue Accounting Division provides financial information regarding the overall performance 
of the tax system to supporting systems, such as Computer Assisted Compliance System (CACS) 
taxpayers and the department by: 

Maintaining accurate and timely financial information for each individual and business taxpayer 
required to file returns with the Department of Revenue, 
Issuing timely refunds, 
Collecting money owed the state through revenue recapture and enforcing business liabilities 
against their owners when necessary. 

PERFORMANCE: 

These divisions operate in an environment where customer expectations for service .• very are 
changing rapidly. Much of this change comes as a result of the electronic information explosion; the 
taxpaying public has learned to use 24-hour cash machines and electronic funds transfer instead of 
in-person banking for other financial transactions, and they now expect the same sophisticated level 
of service from the Revenue Department. 

By the same token, businesses now rely on fax machines, OCR ( optical character recognition), and 
other electronic information processing tools to serve their other reporting and information needs; 
the Customer Service and Information Program must be able to accept filing and reporting from 
these business taxpayers in these new formats, or risk alienating taxpayers and ultimately reducing 
voluntary compliance with the tax laws. 

They are working to meet these challenges by adopting improved technologies and business 
management techniques for the timely processing of returns, remittances, and refunds and in order 
to maintain accurate financial and information systems. 

Processing has been handled effectively by: 

Depositing all payments over $100,000 within 1/2 day of receipt, 
Issuing refunds within 30 days, 
Providing the Audit Division with return information within 20 days for 90% of returns and within 
30 days for all returns. 
Providing the Collection Division with Collection Information within 20 days for 90% of returns 
and within 30 days for all returns. 

Revenue Recapture payments have been increasing 5% per year. In F.Y.1990, 4,065 payments were 
made totalling $6,389,308. 

PROSPECfS: 

The development of effective electronic networks for communicating data and remittances opens new 
opportunities for better cash mangemenl for both state and individual taxpayers. Development of 
Electronic Funds Transfer (EFI), Electronic Data Interchange (EDI), OCR, scanning, and on-line 
processing systems are under way. They hold great promise for faster, more accurate processing of 
payments and returns, quicker turnaround for refunds and quicker identification of payment 
deliquencies or errors on returns. 

Similar advances in record management technology will permit electronic or optical disk storage of 
the images and data from documents, diminishing our reliance on expensive and slow manual filing 
systems. 

We are continuing to explore alternatives to the present methods of operating our records 
management and processing functions, to see if some portions might be more effectively or 
inexpensively performed offsite by another agency, by the private sector, or through investments in 
less labor-intensive methods. 

As aging processing systems are replaced, improvements in taxpayer accounts management will be 
possible, and errors (regardless of source) and misunderstandings presently caused by records which 
are not timely or accurate will be reduced. 

We hope that these new systems will also allow us to handle cash and/or document processing 
operations for other agencies or to expand the operations of the successful Revenue Recapture 
program to other areas. 

Revenue information systems have been greatly improved with the implementation of Taxpayer 
Registration (TPR) and CACS .. Customer Service and Information provides support to both these 
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systems, allowing taxpayers and employees access to timely accurate information. 

The Taxpayer Accounts System (TPA), begun in late November 1990, will allow department 
personnel to adjust taxpayers accounts, provide additional information about returns, and increase 
our financial reporting capability. 

The telephone assistance area continues to show a demand for service in excess of what can be met 
with existing resources, even during periods when seasonal help is available. Advances in telephone 
technology and training support make the use of employees in other units during peak periods a 
possible solution. 

A major focus of the correspondence areas will be the distribution of current tax and operation­
al/procedural information to employees throughout the department. 

We also will seek to provide more effective ways of communicating with portions of the taxpaying 
public who require special assistance in csta}?lishing and maintaining healthy tax management 
practices. These special audiences include startup businesses, new residents, young people entering 
the work force, and non-English speaking taxpayers. 

PLAN: 

Cost increases to salaries and supply and expense will be managed by introducing new technologies, 
divesting low priority functions and forming partnerships with other areas of the department, other 
states agencies and outside agencies. 

The implementation of TPA in F.Y. 1991 should reduce the need for making many adjustments to 
the taxpayers' accounts. These resources will be shifted to support the growing need for additional 
financial information which measures the performance of the tax systems and Revenue department. 

During F.Y. 1992-93 we intend to invest in a 4-pronged project for improvement in document 
processing. The document processing project will include: a pilot project for electronic filing of 
individual income tax returns, a pilot study of the feasibility of Optical Scanning, developing efforts 
to handle EFf for business taxes, and developing and implementing new sales tax information and 
processing systems. 

Expected improvements in document processing include: 

Providing an alternative method of filing taxes for individual tax filers, 
Providing a base for expanding electronic filing into other tax types, 
Eliminating many manual data entry activities and processing errors, 
Providing taxpayers with an alternative method of paying business taxes and at the same time 
providing the state additional interest income of 2 to 3 million dollars annually, and 
Providing for the effective management of the sales tax line of business for the department, the 
State and for Minnesota sales taxpayers. 

INFORMATION POLICY OFFICE'S RECOMMENDATION: 

The Information Policy Office recommends continued funding of 01e sales tax/document processing 
system. 

GOVERNOR'S RECOMMENDATION: 

The Governor concurs with the agency's plan and the Information Policy Office's recommendation. 
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1992-1993 8 IE N NI AL BUDGET 
(DOLLARS IN THOUSANDS) 

AGENCY: 
PROGRAM: 

REVENUE, DEPT Of 
CUSTOMER SERV & INFO 

ACTIVITY RESOURCE ALLOCATION: 
Es't. 

FY 1989 FY 1990 FY 1991 

----------------------------------- ----------- ----------- -----------
CUST SERV & INFO ADM 379 300 323 
DOCUMENT PROCESSING 4,372 4,654 5,251 
REVENUE ACCOUNTING 1,757 1,735 1,824 
DATA MANAGEMENT 2,716 2,813 2,979 
TAXPAYER INFORMATION 2,375 2,612 2,601 

----------------------------------- ----------- ----------- -----------
TOTAL EXPENDITURES BY ACTIVITY 11,599 12,114 12,978 

DETAIL BY CATEGORY: 
------------------
STATE OPERATIONS 11,599 12.1114 12,978 

----------------------------------- ----------- ----------- -----------
TOTAL EXPENDITURES BY CATEGORY 

SOURCES OF FINANCING: 
---------------------
DIRECT APPROPRIATIONS: 

GENERAL 
SPECIAL REVENUE 

STATUTORY APPROPRIATIONS• 
AGENCY 

11,599 

11,467 
42 

90 

12,114 12,978 

12,114 12,978 

TOTAL FINANCING 11,599 12,114 12,978 

FY 1992 
-----------------------------------

Adjus1:ed Agency Governor 
Base Pl.an Recomm. 

----------- ----------- -----------
329 329 329 

5,452 5,452 5,452 
1,881 1,881 1,881 
3,082 3,082 3.,082 
2,761 2,761 2,761 

----------- ----------- -----------13,505 13,505 13,505 

13,505 13,505 13,505 

----------- ----------- -----------
13,505 13,505 13,505 

13,505 13,505 13,505 

13,505 13,505 13,505 

FY 1993 
-----------------------------------

Adjus'ted Agency Governor 
Base Pl.an Recomm. 

----------- ----------- -----------
328 328 328 

5,446 5,446 5,446 
1,877 1,877 l-,877 
3,070 3,070 3,070 
2,754 2,754 2,754 

----------- ----------- -----------13,475 13,475 13,475 

13,475 13,475 13,475 

----------- ----------- -----------
13.,475 13,475 13,475 

13,475 13,475 13,475 

13,475 13,475 13,475 
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PROGRAM PURPOSE: 

19'12-93 Biennial Budget 

The Compliance Program does not exist except for this budget document. The 2 divisions that are 
primarily responsible for compliance activities - Audit and Collections - are grouped together here 
for purposes of convenience and historical comparison. These divisions exist to provide feedback 
to taxpayers about their performance in meeting the requirements of our tax laws, assist them in 
meeting their requirements if they are unable to do so, and work with them to ensure that they pay 
no more and no less than they owe under the law. The goal is not simply to raise more money for 
state and local programs (through voluntary and enforced compliance) but to maintain the integrity 
of Minnesota's voluntary tax system. 

We recognize that these audit and collection activities are necessary to maintain quality control. 
They support the revenue stream anticipated by the tax system and provide assurance to the majority 
qf Minnesotans who routinely comply with the laws that those who do not will be helped to file and 
strongly encouraged to pay their fair share of the tax burden. 

The Audit Division audits individual, corporate, fiduciary, small business and partnership income tax 
returns as well as withholding tax returns, sales and use tax returns and estate tax returns filed by 
Minnesota taxpayers. It has 6 sections: 

Audit Plans increase audit production and effectiveness by developing and updating audit selection 
criteria, and exchanging information with other stales and the IRS. 

Audit Qualily coordinates technical information and training and identifies and summarizes 
information on audit quality to detect trends and identify problems in performance. 

Corporate Audit performs on-site audits of corporate income tax returns and claims for refund filed 
by large corporations and unitary companies. 

Regional Audit performs on-site audits of individual income, sales and use and corporate income tax 
returns. 

Individual Audit performs office audits of individual, estate, fiduciary, partnership and small business 
income tax returns. It also identifies and requests returns from individual non-filers. 

Business Trust Tax Audit performs office audits of withholding and sales tax returns, claims for 
refund, and requests for tax liability adjustments. It administers business nonfiler projects such as 
the nexus project for sales tax. 

The Collection Division collects delinquent taxes through the effective and efficient identification and 
processing of delinquent tax cases. It includes 4 sections: 

Central Collections provides taxpayer service on collection cases and takes enforced collection actions 
against non-cooperative taxpayers through programs that include periodic billing, telephone 
collections, asset investigation, corporate officer liability, match warrant, vendor set-off and use of 
collection agencies. 

CACS manages and oversees the operation of the Computer Assisted Compliance System. 

Collection Enforcement oversees cases involving bankruptcy, license clearance, liquor posting and 
controlled substance lax. 

Regional Collections handles difficult collection cases requiring on-site efforts. 

PERFORMANCE: 

Goals are set for the Compliance Program in terms of assessments made, dollars collectt. .J cases 
completed. These are the measurable criteria we use to gauge our success at creating an audit and 
collections presence to encourage voluntary compliance, al providing taxpayers with feedback in areas 
where errors occurred and feedback is required, at identifying under-reporters and obtaining their 
compliance, at detecting non-filers and taking necessary enforcement measures to see that required 
returns are filed, and at collecting delinquent tax payments. 

Individual 
Sales and Use 
Corporations 
Total 

Direct Compliance Production (In Millions) 

F.Y. 1989 
$48.9 
52.2 
40.0 

$155.7 

F.Y. 1990 
$57.0 

57.2 
73.2 

$202.0 

F.Y. 1991 
(Projected) 

$49.0 
54.0 
38.0 

$156.0 

(F.Y. 1990 compliance production was considerably higher than expected. Because this was the 
result of a few, large, unusual corporate income tax cases, we do not expect to repeat this success 
in F.Y. 1991.) 

Direct compliance production includes both payments received and funds retained as a result of audit 
or collection action. Due to the expected budget constraints during the 1992-93 biennium, we are 
not projecting any increases in our production. 

Audit Division assessment of additional taxes: 

Additional Liabilities Established (In Millions) 

Actual Goal Estimate Estimate 
F.Y. 1990 F.Y. 1991 F.Y. 1992 F.Y. 1993 

Individual $ 24.0 $ 17.0 $ 18.0 $ 19.0 
Corporate 49.6 28.1 29.6 31.1 
Trust Tax 35.7 34.7 35.7 36.7 
Regional Audit 38.9 22.1 24.1 26.1 
Total $ 148.2 $101.9 $107.4 $112.9 

CASES COMPLETED 

F.Y. 1990 F.Y. 1991 F.Y. 1992 F.Y. 1993 

Individual 32,033 26,115 27,000 28,000 
Corporate 8,053 7,273 7,400 7,600 
Trust Tax 101,571 132,321 150,000 170,000 
Regional Audit 2,162 2,001 2.100 2,200 
Total 143,819 167,710 186,500 207,800 

For the Collection Division, the return on investment is calculated by dividing the total dollars 
collected by the cost of operating the Collection Division: 

Total Dollars Collected 
Operations Cost 
Return On Investment 

F.Y. 1989 
$48.5 
53 
8.8:1 

F.Y. 1990 
$59.9 
59 
10.2:1 
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The revenue received from bills and the cost of operating the CACS system are not included in the 
above amounts because our operations are currently measured by divisions. In the future we will 
be able to measure return on investment by tax system and include the revenues and costs from all 
areas of the department. 

PROSPECfS: 

We are continuing to expand our use of technology to identify errors in filing and paying obligations. 
We will also use this technology positively to help taxpayers and tax practitioners anticipate problems 
and misunderstandings and avoid unnecessary truces or filing and payment problems. In conjunction 
with the department's taxpayer information and service activities, we hope to assist new businesses 
to learn to understand their tax responsibilities and to manage their filing and payment requirements 
correctly. 

Although both audit and collection activities are theoretically discretionary, experience has indicated 
that compliance efforts, when properly balanced with support and service, produce significant positive 
results for the state. These results include better information for tax policy decisions as well as 
revenue that would otherwise have been unavailable because of non-compliance. Changes in the level 
of compliance - which correlates highly with funding for activities in this program - can produce 
correspondingly varying revenues. 

PLAN: 

As noted above, budget constraints during the 1992-93 biennium will cause us to eliminate certain 
audit areas. The decisions as to which areas to eliminate will be based on analysis of which areas 
produce the lowest return on, investment and which areas have the lowest rate of voluntary 
compliance. The cost of collections for F.Y. 1990 was 1~ for every dollar collected. Reductions 
in this area are not likely to improve this ratio; rather we are likely to see a corresponding drop in 
state revenues. 

GOVERNOR'S RECOMMENDATION: 

The Department of Revenue is currently undertaking a study of the costs and benefits associated 
with its various compliance activities. When the study is completed in early July, 1991, it will provide 
information that will help the department decide what types of compliance investments will yield the 
most revenue. 

The Governor believes that the results of this study should be the basis for determining the 
department's total budget for F.Y. 1992 and F.Y. 1993. However, since the study will not be 
completed until after the legislature adjourns, the Governor recommends creating a special account 
to fund additional compliance activities. Expenditures from this fund would be limited to no more 
than the smaller of: 

a. 20% of the additional target compliance revenue to be generated, or 
b. $500,000 per year. 

Decisions on this target would be made in consultation with the Legislative Advisory Commission 
after the cost/benefit study is completed, and after the Department of Revenue and the Department 
of Finance jointly develop a system for monitoring the results of the additional compliance activities. 

The Governor's budget assumes that the Department of Revenue will, through internal reallocation, 
minimize to the extent possible, any negative impact on the compliance revenue targets reflected in 
the tables on the preceeding page. 
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1992-1993 BIEN NI Al BUDGET 
(DOLLARS IN THOUSANDS) 

AGENCY: 
PROGRAM: 

REVENUE, DEPT Of 
COMPLIANCE PROGRAM 

ACTIVITY RESOURCE ALLOCATION: 

TAX COMPLIANCE ADMIN 
AUDIT 
COLLECTIONS 

--------------------
TOTAL EXPENDITURES BY ACTIVITY 

DETAIL BY CATEGORY: 

FY 1989 

868 
14,605 

6,227 

21,700 

FY 1990 

923 
14,844 
6,155 

21,922 

Est. 
FY 1991 

791 
15,351 

7,230 

23,372 

STATE OPERATIONS 21,700 21,922 23,372 

----------------------------------- ----------- ----------- -----------
TOTAL EXPENDITURES BY CATEGORY 21,700 21,922 23,372 

SOURCES Of FINANCING: 

---------------------
DIRECT APPROPRIATIONS: 

GENERAL 
SP REV DIRECT APPROP 
SPECIAL REVENUE 

STATUTORY APPROPRIATIONS: 
GENERAL 

---------------
TOTAL FINANCING 

16,935 21,685 22,272 
4,287 

76 

402 237 1,100 

----------- ----------- -----------
21,700 21,922 23,372 

Adjusted 
Base 

501 
16,041 

7,236 

23,780 

FY 1992 

Agency 
Plan 

501 
16,041 

7,238 

23,780 

Governor 
Recol1llll. 

501 
16,041 

7,238 

23,780 

23,780 23,780 23,780 

------ ----------- -----------
23,780 23,780 23,780 

22,680 22,680 22,680 

1,100 1,100 1,100 

----------- ----------- -----------
23,780 23,780 23,780 

AJjusted 
Base 

500 
16,008 

7,216 

23,724 

FY 1993 

Agency 
Plan 

500 
16,008 

7,216 

23,724 

Governor 
Recomm. 

500 
16,008 

7,216 

23,724 

23,724 23,724 23,724 

------ ----------- -----------
23,724 23,724 23,724 

22,624 22,624 22,624 

1,100 1,100 1,100 

----------- ----------- -----------
23,724 23,724 23,724 
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PLANNING INFORMATION 
CENTER 

Current Positions 50.0 

1v1111.rtesot"a. 
State Plan-_lng Agency 

7/1/90 

COMMISSIONER 

Current Positions 7 .0 

POLICY PLANNING 
DIVISION 

Current Positions 41.0 

WASHINGTON OFFICE 

Current Positions 3.0 

GOVERNMENT SERVICES 
DIVISION 

Current Positions 14.0 
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Minnesota State Planning Agency 

Position and Employee Status Information 

Position Reconciliation: Employees by Employment Status: 

Current Requested ~ 
Authority: FY91 FQr §LJ0/93 Full-Time Unlimited 95 
Legislative Complement: Full-Time Temporary 10 

General Fund 85 85 Full-Time Seasonal 2 
Revolving 22 22 Part-Time Unlimited 9 
Federal _a _a Part-Time Temporary -11 

Total Permanent Positions 115 115 

TOTAL 127 
Other Complement (FTE) ~ _2Q 

TOTAL Positions 139 135 

Employees on 6/30/90 127 
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MISSION: 

The State Planning Agency identifies problems and develops policy alternatives that affect 
Minnesota's citizens and their resources. 

By working with the Governor, the Legislature and local units of government, the agency helps 
implement innovative public policy solutions. 

A long range perspective and a multidisciplinary approach to policy development give the State 
Planning Agency a unique ability to develop public policy options. 

To achieve its mission, the agency has 3 areas of emphasis -- planning information, policy planning 
and government services. 

111 Planning information gathers data and puts it in a useful form for decision-makers. It also 
develops trend analysis that serves as the basis .for policy planning and analysis. 

1111 Policy planning integrates information and develops policy options addressing both ongoing and 
long-range issues facing the State of Minnesota. 

11 Government services works in partnership with all levels of government to understand policy 
concerns and to bring these concerns back to the agency for development. Government services 
also provides planning assistance to all levels of government and strives to stimulate interest in 
major policy issues. 

In addition, the agency fulfills its mission by conducting programs that involve the coordination of 
multiple agencies ( e.g., the Environmental Quality Board and the Governor's Council on 
Developmental Disabilities). The agency serves as the incubator for demonstration programs (e.g., 
the Center for Alternative Dispute Resolution and the Council on Technology for the Disabled). 

The agency also has an administrative support unit that serves to assure the appropriate allocation 
of resources to achieve the agency's mission. 

MAJOR POLICY DRNERS: 

Major factors that will influence the data development and distribution, policy analysis, and planning 
assistance functions of the agency in the 1992-93 biennium will include: 

11 The completion of the 1990 Census. First, the agency serves as the state repository for Census 
data. This data must be incorporated into agency programs and distributed to users. Second, the 
Census data provides a wealth of new information for analysis of trends in respect to the 
development and effective use of the state's resources. 

11 Demographic shifts. Geographic changes in the state's population will continue to give rise to 
issues in educational and economic equity that will require careful analysis. The issue of 
rural-urban economic growth will continue to require attention, as will the distribution of health 
care services in rural areas. The larger percentage growth of racial minorities and ethnic 
populations in urban areas is likely to have impacts on education and social service delivery; policy 
alternatives must be considered. The changing nature of the family will draw attention to the 
needs of children. 

1111 Income distribution. Regional income differences within the state are large. Although the gap 
between regions does not appear to be growing the gap between the rich and poor does. As 
federal programs are reduced, agricultural income concerns are likely to grow. Income disparities 
will emerge in concerns such as access to health care, the ability to pay for child care, access to 
higher education, and similar issues. These problems are exacerbated by projections of an 
economic downturn in the economy, that will affect Minnesota. 

1111 Environmental awareness/concern for natural resource protection. Poll results ··ow that 
Minnesotans desire still stronger environmental protection efforts. Concern for I .tion of 
biological diversity is evident in qemands to protect old growth forest, wetlands,. .J native 
prairies. Yet, development is essential to the economic well-being of the state and to generate 
revenues for environmental and natural resource protection programs. This dichotomy will 
require growing attention in the 1992-93 biennium and beyond. 

111 Technology change. Such change will drive policy in several areas. First, new technologies will 
provide economic opportunities for Minnesota; we must plan to take advantage of opportunities 
in areas such as telecommunications, technology to aid the disabled, and environmental 
technology. Second, technological advances will yield new information that must be used to revise 
state policy and program directions, such as in respect to health risks. Third, new technology will 
affect the development of information systems within the agency; the agency must adapt to these 
changes to meet its service mission. 

In an effort to meet these demands with constrained resources, the agency made use of two 
management tools. In the summer of 1990, the agency was reorganized to better meet its mission 
within the constraint of limited resources. Management positions were reduced. The agency entered 
into cooperative arrangements in an effort to achieve mutual goals at the least cost; these efforts are 
expected to continue in the biennium. 

PERFORMANCE: 

Technological advances in the ability to integrate data for use in planning and decision-making 
helped drive an increasing demand for automated geographic and summary data. A centralized 
geographic information system capability within the agency helped the State of Minnesota avoid a 
costly duplication of GIS systems. Where supplementary systems are being developed (e.g., within 
the Forestry Division of the Department of Natural Resources), the agency assisted in their 
development to assure compatibility. Approximately $750,000 per year in contractual services are 
provided to other government agencies. The state is recognized as a national leader in G IS 
capability. 

Technological advances developed within the agency brought the ability to access summary data and 
to map this information to personal computers. The agency developed and marketed EPPL-7, which 
provides geographic desktop mapping capability. This system is in use by 138 purchasers in the 
United States and 29 purchasers in nine foreign countries. 

Through the development of DAT ANET. (an interactive system through which planners and 
decision-makers can access data from over 2,000 individual data files) and DATANET-PLUS (the 
addition of the ability to map data in the DATANET system), planners and decision-makers have 
on-line access to both data and mapping at individual work stations. There are over 300 
subscriptions to DATANET sep•ices. DATANET services are an integral part of projects such as 
the analysis of rural physician st, · · 1ages and in local area economic studies. 

The agency also supplied the demographic statistics which aid in projecting trends in employment, 
rural development, population growth and distribution, and retail sales. The agency's analysis of 
rural-urban differences and emergence of regional economic centers influenced policies to support 
Greater Minnesota. 

The policy planning activities of the agency have a major impact in supporting executive and 
legislative action. Environmental education, adult literacy, criminal justice, telecommunications, water 
resource protection, teen pregnancy, and energy conservation policies have been effected by policy 
planning. 

Legislation creating an office of environmental education, a revised state water plan, executive branch 
energy saving policies, and grants to improve adult literacy are examples of significant actions 
resulting from agency activities. 
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The 1990 reorganization renewed the agency's emphasis on long-range policy studies. The agency 
conducted a major integrated study examining urban and rural Minnesota in respect to (1) growth 
and areawide planning to meet the demands of growth and (2) public seivice expectations and 
entitlements. In addition, policy planning is focusing on sustainable growth and the relationship of 
the environment and the economy, the changing nature of the Minnesota family, and the development 
of social and environmental indicators. Consensus has been achieved on the scope of a generic 
Environmental Impact Statement on timber haivesting. 

The agency had a major impact on community services, educational readiness, youth employment, 
and adult literacy through grant programs it administers. In addition, the coordination and 
integration of environmental and natural resources programs was enhanced through the Environmen­
tal Quality Board; service to the developmentally disabled was improved through the Governor's 
Council on Developmental Disabilities and the Council on Technology for the Disabled. 

Intergovernmental seivices supplied by the agency provided planning assistance and supported the 
achievement of common objectives. Governmental seivices included planning assistance to local units 
of government and regional development commissions, coordination of state interests with the federal 
government, support for alternative forms of dispute resolution, and coordination of the development 
of an Executive Branch legislative program. 

The impact of the agency's service efforts included federal funds for projects such as an Air Traffic 
Control Training Center; guidelines for locating recycling facilities; continued functions of the 
Advisory Council on Slate-Local Relations; training seminars in conflict management for over 200 
public employees and resolution of disputes in respect lo highways, air toxics rules, and trucking; and 
a coordinated legislative program that reduced Executive Branch legislative proposals from about 350 
bill drafts per year to 114 in 1990. 

PROSPECTS: 

The changes which the state is experiencing in the geographic, age, and ethnic distribution of its 
population; demands for and on its physical resources; and a global economy signal the need for an 
ongoing planning process which will identify emerging issues, recommend options for addressing these 
issues before they reach a crisis stage, and assure that planning and policy development are 
conducted with the best available information and in an integrated manner. The agency was 
re-structured to meet this challenge. 

The rapidly expanded demand for automated summary information and for the ability to display and 
analyze this information in geographic terms is outpacing the ability to sponsor the incorporation of 
data into existing systems. A data clearinghouse is the next step in the evolution· of planning 
information services, but this step will require that costs be recovered through either a direct 
appropriation or a broad-based subscription fee, rather than through a fee-for-product approach. 

For adequate service delivery at the minimum cost, a continuum of governmental services involving 
all levels of government will be required to assure the provision of needed services at a minimum 
cost. The agency must play a major role in improving the coordination of local assistance, 
state-federal communication, and planning and policy development services to the Executive and 
Legislative branches of state government. 

EXPLANATION OF BlIDGET ISSUES AND ALIBRNATIVES: 

Although the agency has important unmet funding needs, with careful management it can meet its 
core responsibilities within its base budget. Shifts in priorities necessary to achieve the agency's 
mission within this level of funding were accomplished with the reorganization of the agency in 1990. 
Major unmet needs in a base level budget include funding to create an information clearinghouse 

function, for completion of the generic Environmental Impact Statement on timber haivesting in 
Minnesota, and for ongoing staff training. 

GOVERNOR'S RECOMMENDA11ON: 

The Governor recommends the funding as requested except for the following: a biennial reduction 
of $7,130,000 for Community Resource Grants and a biennial reduction of $834,000 for Regional 
Development Commission Grants. 
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AGENCY: 
PROGRAM: 

STATE PLANNING 
STATEHIOE PLANNING 

ACTIVITY RESOURCE ALLOCATION: 

PLANNING INFORMATION 
POLICY PLANNING 
GOVERNMENTAL SERVICES 
ADMINISTRTV SUPPORT 

---------------------
TOTAL EXPENDITURES BY ACTIVITY 

DETAIL BY CATEGORY: 
----------------
STATE OPERATIONS 
LOCAL ASSISTANCE 
----------------
TOTAL EXPENDITURES BY CATEGORY 

SOURCES Of FINANCING: 
---------------------
DIRECT APPROPRIATIONS: 

ENVIRONMENT TRUST 
GENERAL 
SP REV DIRECT APPROP 
MN RESOURCES 

STATUTORY APPROPRIATIONS: 
GENERAL 
SPECIAL REVENUE 
FEDERAL 
GIFTS AND DEPOSITS 

-------=------==============-------
TOTAL FINANCING 

FY 1989 

1.,911 
11,794 

1,336 
708 

15,749 

-6,879 
8,870 

15,749 

4,976 
239 
493 

271 
778 

8,972 
20 

1992-1993 BI E ~NI AL BUDGE n 
(DOLLARS IN THOUSANDS) 

FY 1990 

2,399 
10,479 

1.,341 
998 

15,217 

7,648 
7,569 

15,217 

12,086 

282 

264 
954 

1,534 
97 

Es-t. 
FY 1991 

3,039 
7,343 
1,423 

842 

12,647 

8,706 
3,941 

12,647 

9,264 

614 

285 
899 

1,508 
77 

FY 1992 
-----------------------------------

Adjus-ted Agency Governor 
Base Pl.an Recomm. 

----------- ----------- -----------
2,441 5,250 5,250 
8,438 8,349 4,784 
1,429 1,459 1,042 

761 767 767 

----------- ----------- -----------
13,069 15,825 11,843 

7,968 10,293 10,293 
5,101 5,532 1,550 

----------- ----------- -----------
13,069 15,825 11>843 

2,100 2,100 
10,628 10,628 6,646 

656 656 

119 119 119 
765 765 765 

1.,492 1,492 1,492 
65 65 65 

----------- ----------- ----------- ----------- ----------- -----------
15:,749 15:,217 12,647 13,069 15,825 11,843 

FY 1993 
-----------------------------------

Adjus-ted Agency Governor 
Base Pl.an Recomin. 

----------- ----------- -----------
2,438 2,545 2 ,5{•5 
8,378 8,199 4,634 
1,422 1,466 1,049 

761 789 789 

----------- ----------- -----------
12,999 12,999 9.,017 

7,898 7,948 7,948 
5,101 5,051 1,069 

----------- ----------- -----------
12,999 12,999 9,017 

10,619 10,619 6,637 

118 118 118 
765 765 765 

1,492 1,492 1,492 
5 5 5 

----------- ----------- -----------
12,999 12,999 9,017 
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AGENCY: STATE PLANNING 

F.Y.91 FUNDING LEVEL 

ONE-TIME APPROPRIATIONS 
BIENNIAL APPROPRIATIONS 
APPROPRIATIONS CARRIED FWD 
BASE TRANSFER (BTWN AGENCIES) 
SALARY ANNUALIZATION 
ANNUALIZG NEW PROG COST 
DOCUMENTED RENT/LEASE INCR. 
LCMR FUNDED PROJECTS 
DEDICATED RECEIPTS AND FUNDS 
FEDERAL RECEIPTS 

TOTAL 
BIENNIAL TOTAL 

ALL FUNDS 
F. Y .92 F.Y.93 

BASE RECONCILIATION REPORT 
for 1992-1993 Biennium 

GENERAL FUND 
F.Y .92 F.Y.93 

OTHER STATE FUNDS FEDERAL FUNDS 
F.Y .92 F .Y .93 F. Y .92 F. Y .93 

----------- ----------- ----------- ----------- ----------- ----------- ----------- -----------
12,647 12,647 9,549 9,549 1,590 1,590 1,508 1,508 

<393> <393> <393> <393> 
1,988 1,988 1,988 1,988 

<85> <85> <85> <85> 
<200> <200> <200> <200> 

67 48 67 48 
7 7 7 7 

<19> <10> <19> <10> 
<614> <614> <614> <614> 
<313> <373> <167> <167> <146> <206> 

<16> <16> <16> <16> 
----------- ----------- ----------- ----------- ----------- ----------- ----------- -----------

13,069 12,999 10,747 10,737 830 770 1,492 1,492 
26,068 21,484 1,600 2,984 
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lACllV 
PROGR.:. 

AGENCY: 

Agency-wide Decision 
Statewide Planning 
State Planning Agency 

1992-93 Biennial Budge' 

DECISION ITEM: Financing Inflationary Cosrs - Informational 

Dollars in Thousands 
F.Y. 1992 F.Y. 1993 F.Y. 1994 F.Y. 1995 

AGENCY PLAN: 

Expenditures 
General Fund - Inflation 

- Reduction 

Revenues 
General Fund 

Requires statutory change: 

Statutes Affected: 

ITEM SUMMARY: 

$ 

$ 

Yes 

160 $ 

(160) 
-0-

-0- $ 

X No 

326 $ 
(326) 

-0-

-0- $ 

326 $ 

(326) 
-0-

-0- $ 

326 
(326) 

-0-

-0-

To cover estimated salary increases of 4.5% each year of the biennium in the absence of a salary 
supplement appropriation. 

RA11ONALE: 

In order to cover estimated salary increases, in F.Y. 1992, the agency would reduce expenditures for 
Environmental Conservation Library expenses/contractual services and supplies lo cover the $160,000 
estimated increase in salary costs. For F.Y. 1993, the agency would continue the reductions from 
Environmental Conservation Library and supplies, but increase reductions in expenses/contractual 
services and add savings from refilling positions at lower classifications. These reductions from the 
agency's base level budget would cover the anticipated salary increase of $326,000 for F.Y. 1993. 

GOVERNOR'S RECOMMENDATION: 

The Governor concurs with the agency's plan. 

PAGE 420 



AC11VITY: 
PROGRAM: 

AGENCY: 

Governmental Services 
Statewide Planning 
State Planning Agency 

19CJ2-93 Biennial Budget 

DECISION ITEM: Discontinue Regional Development Commission 
and Government Training Service Grants 

GOVERNOR'S RECOMMENDATION: 

&peoditures 
General Fund 

Revenues 
General Fund 

RequimJ statutory change: 
Statutes Affected: 

ITEM SUMMARY: 

Yes 

Dollars in Thousands 
F.Y.lm F.Y. 1993 F.Y. 1994 F.Y. 1995 

$ (417) $ (417) $ (417) $ (417) 

$ -0- $ -0- $ -0- $ -0-

X No 

Discontinue grants to the Regional Development Commissions (RDC) for an amount of $377,000 
per year and Government Training grants for a total of $40,000 per year. 

BACKGROUND: 

Regional Development Commissions were authorized by the Regional Development Act of 1969, M.S. 
462.381 to 462.398. Currently RDC's are organized in 9 of the 12 planning regions of the state. 
Funding is passed through SP A to the RDC's. 

RDC's are an extension of local government and are principally governed by local elected officials. 
They are charged with facilitating intergovernmental cooperation to ensure the orderly coordination 
of the state, federal and local programs for the solution of economic, social, physical and 
governmental problems of the state and its citizens. 

Government Training Service mission is to meet the changing management and leadership needs of 
policymakers, staff and appointed officials by providing innovative, comprehensive, practical training 
and consulting to publicly funded organizations in Minnesota 

RATIONALE: 

Although these grants provide benefits and services to citizens of Minnesota, direct support is not 
necessary on a permanent basis for their continued existence. In many respects this is a duplicative 
service provided by other entities within the state. 
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ACD 
PROGh._ ~rf: 

AGENCY: 

Policy Planning 
Statewide Planning 
State Planning Agency 

19'J2--93 Biennial Bude 

DECISION DEM: Community Resource Grant - Year of the Cities 

GOVERNOR'S RECOMMENDATION: 

Expenditures 
General Fund 

Revenues 
General Fund 

Requirea statutory dwlge: 
Statutes Affected: 

ITEM SUMMARY: 

Yes 

Dollars in Thousands 
F.Y. 1992 F.Y. 1993 F.Y. 1994 F.Y. 1995 

$ (3,565) $ (3,565) $ (3,565) $ (3,565) 

$ -0- $ -0- $ -0- $ -0-

X No 

Discontinue community resource grants for funding assistance to the cities of Minneapolis, St. Paul 
and Duluth. 

BACKGROUND: 

In 1987, the Legislature established the Community Resource Program to complement the Urban 
Revitalization Action Plan (URAP). While URAP is aimed at physical deterioration in targeted 
neighborhoods, the Community Resource Program (CRP) focuses on services needed to enhance 
community viability. 

As part of the administration's "Year of the Cities" package, this program was to address many of 
the unique human development needs of the intercity neighlborhoods. Eligibile applicanls are public 
or private non-profit entities which include neighborhood coalitions, city department and agencies, 
law enforcement agencies, parents groups, community health and social service organizations. The 
purpose of the program is to provide services in distressed neighborhoods in the cities of Duluth, 
St. Paul and Minneapolis. 

RATIONAl.E: 

This is a new program established in the previous biennium. This assistance is similar to other 
statewide low income maintenance programs that are available to the inner cities. 
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ACllVffY: 
PROGRAM: 

AGENCY: 

Planning Information 
Statewide Planning 
State Planning Agency 

19'J2--93 Biennial Budget 

DECISION ffEM: Stream and Water Information System 

AGENCY PLAN: 

Elpenditures 
Environmental Trust 

Revenues 
Exnironmental Trust 

GOVERNOR'S RECOMMENDATION: 

Expenditures 
Environmental Trust 

Revenues 
Environmental Trust 

Requires statutory change: 
Statutes Affected: 

nTIM SUMMARY: 

Yes 

F.Y. 1992 

$ 200 

$ -0-

$ 200 

$ -0-

X 

Dollars in Thousands 
F.Y. 1993 F.Y. 1994 F.Y. 1995 

$ -0- $ -0- $ -0-

$ -0- $ -0- $ -0-

$ -0- $ -0- $ -0-

$ -0- $ -0- $ -0-

No 

This activity will develop the framework for computerized information systems on the state's streams 
and their associated watersheds. 

RATIONALE: 

The activity will identify the most critical pieces of water information and integrate those into a 
master database. As a result, common integrated data will be available for state and local govern­
ment water planning erforts. 

GOVERNOR'S RECOMMENDA11ON: 

Recognizing the authority of the LCMR to make budget recommendations for projects funded by 
the Environmental Trust Fund, the Governor makes no specific recommendations. 
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ACrf, 
PROGR:r~d: 

AGENCY: 

Planning Information 
Statewide Planning 
State Planning Agency 

DECISION ITEM: State Land Use 

AGENCY PLAN: 

Expenditures 
MN Resources 

Revenues 
MN Resources 

GOVERNOR'S RECOMMENDATION: 

Expenditures 
MN Resources 

Revenues 
MN Resources 

Requires statutory change: Yes 
Statutes Affected: 

ITEM SUMMARY: 

F.Y. 1992 

$ 338 

$ -0-

$ 338 

$ -0-

X 

19n-93 Biennial Budg, 

Dollars in Thousands 
F.Y. 1993 F.Y. 1994 fil:..1995 

$ -0- $ -0- $ -0-

$ -0- $ -0- $ -0-

$ -0- $ -0- $ -0-

$ -0- $ -0- $ -0-

No 

This funding is for the second biennium of a 4-year effort to build a statewide land use inventory. 
All of the funds will be transferred to the International Coalition for data production. 

RATIONAI,E: 

The current land use information is over 20 years old and much more generalized than data from 
this current effort. The data will be used by a great variety of governmental agencies at all levels. 

GOVERNOR•s RECOMMENDATION: 

Recognizing the authority of the LCMR to make budget recommendations for projects funded by 
the Minnesota Resources Fund, the Governor makes no specific recommendations. 
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ACTIVTIY: 
PROGRAM: 

AGENCY: 

Planning Information 
Statewide Planning 
State Planning Agency 

1992--93 Biennial Budget 

DECISION rruM: Local Geographic Information System 

Dollars in 111ousands 
F.Y. 1992 F.Y. 1993 F.Y. 1994 F.Y. 1995 

AGENCY PLAN: 

Expenditures 
MN Resources $ 143 $ -0- $ -0- $ -0-

Revenues 
MN Resources $ -0- $ -0- $ -0- $ -0-

GOVERNOR'S RECOMMENDATION: 

Expenditures 
MN Resources $ 143 $ -0- $ -0- $ -0-

Revenues 
MN Resources $ -0- $ -0- $ -0- $ -0-

Requires statutory change: Yes X No 
Statutes Affected: 

HEM SUMMARY: 

This funding will be transferred to the Intentional Coalition to develop means to move geographic 
information systems (GIS) technology to local governmental agencies. 

RA11ONALE: 

State and federal agencies have developed tremendous amounts of GIS data and technology, This 
information and technology must be useful for local governments, which are likely to be the data 
producers of the future. 

GOVERNOR'S RECOMMENDATION: 

Recognizing the authority of the LCMR to make budget recommendations for projects funded by 
the Minnesota Resources Fund, the Governor makes no specific recommendations. 
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ACI1V' 
PROGR.c .. 

AGENCY: 

Planning lnfonnation 
Statewide Planning 
State Planning Agency 

DECISION ITEM: GIS Control Point Inventory 

F.Y. 1992 

AGENCY PLAN: 

Expendilun:s 
MN Resources $ 175 

Revenues 
MN Resources $ -0-

GOVERNOR'S RECOMMENDATION: 

&pendilurcs 
MN Resources $ 175 

Revenues 
MN Resources $ -0-

Requires statutory change: Yes X 
Statutes Affected: 

rmM SUMMARY: 

1992-93 Biennial Budgef 

Dollars in Thousands 
F.Y. 1993 F.Y. 1994 F.Y. 1995 

$ -0- $ -0- $ -0-

$ -0- $ -0- $ -0-

$ -0- $ -0- $ -0-

$ -0- $ -0- $ -0-

No 

State Planning will coordinate an effort between state, federal, local and private surveyors to build 
a database of public land survey (PLS) records. 

RA11ONALE: 

All of the state's land ownership records are based on the public land survey system. No statewide 
data base exists for PLS location. This is vital to producing accurate maps of our land via 
computerized mapping techniques. 

GOVERNOR'S RECOMMENDA11ON: 

Recognizing the authority of the LCMR to make budget recommendations for projects funded by 
the Minnesota Resources Fund, lhe Governor makes no specific recommendations. 
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ACnvTIY: 
PROGRAM: 

AGENCY: 

Planning Information 
Statewide Planning 
State Planning 

DECISION fIBM: Base Maps 

AGENCY PLAN: 

Expenditures 
Environmental Trust 

Revenues 
Environmental Trust 

GOVERNOR'S RECOMMENDATION: 

Expenditures 
Environmental Trust 

Revenues 
Environmental Trust 

Requires statutory change: Yes 
Statutes Affected: 

fIBM SUMMARY: 

F.Y. 1992 

$ 1,900 

$ -0-

$ 1,900 

$ -0-

X 

1992-93 Biennial Budget 

Dollars in Thousands 
F.Y. 1993 F.Y. 1994 F.Y. 1995 

$ -0- $ -0- $ -0-

$ -0- $ -0- $ -0-

$ -0- $ -0- $ -0-

$ -0- $ -0- $ -0-

No 

This activity will fund the state's share of a matching (50-50) federal program to provide air photo 
and orthographic base map coverage of the state. 

RATIONALE: 

The present air photo and base map coverage is nearly obsolete for the state's geographic informa­
tion system efforts. This activity will greatly expand the amount of information that can be collected 
because federal matching funds are available. 

GOVERNOR'S RECOMMENDATION: 

Recognizing the authority of the LCMR to make budget recommendations for projects funded by 
the Environmental Trust Fund, the Governor makes no specific recommendations. 
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AGENC nnesota Tax Court 19'J2-93 Biennial Budge! 

MISSION: 

The Minnesota Tax Court is a specialized trial court with statewide jurisdiction providing timely and 
equitable disposition of taxpayer cases involving Minnesota's tax laws, including orders of the 
Commissioner of Revenue and local property tax assessments (valuation, classification and/or 
exemption of real and personal property). 

Hearings are held throughout the state and decisions are published as referential information for the 
tax related community. 

MAJOR POLICY DRIVERS: 

The Tax Court is a court of record (M.S. 271.01, subd.1 (1989 Supp.)) directed by law to hear and 
determine matters arising out of the tax laws of the state (M.S. 271.01, subd.5 (1989 Supp.)). The 
Tax Court's hearings are to be held ''without delay'' (M.S. 278.05, subd. 1) and in a place which is 
convenient for the taxpayer. (M.S. 271.04 (1989 Supp.)). 

These requirements mean that the court must be prepared to handle all appeals from orders of the 
Commissioner of Revenue, and any cases transferred to it by the district courts. The district courts 
routinely transfer all Chapter 278 property tax petitions and occasionally some miscellaneous tax cases 
to the Tax Court. The Tax Court must have the capability to docket, track, schedule and dispose 
of all cases filed. When a hearing is held the Tax Court must provide a judge at the place in the 
state where the hearing will be held, a court reporter, and the support functions to issue and 
disseminate a written decision after the hearing. 

As economic factors drive more taxpayers to challenge their tax assessments, as the legislature creates 
new taxes as additional sources of revenue ( e.g., the controlled substance tax. M.S. 297D), and as the 
taxing authorities seek increased enforcement of tax laws, the caseload of the Tax Court increases. 
That increase has averaged 15% per year each year since 1980. The number of cases filed in 1990 
was 255% greater than the number of cases filed in 1980. A significant increase in pre-trial 
discovery practice and a growing number of complex cases also has added to the court's workload 
recently. 

In spite of these increases, the Tax Court still has the same complement of judges and support staff 
as when it was made a full time court in 1977. 

In order to meet the increasing demands upon the court and to fulfill our legislative directives, an 
increase in our BASE level budget is necessary. Our current appropriated BASE level will fall short 
of the funds needed to fulfill our mission. 

EXPLANATION OF BUDGET ISSUES AND ALTERNATIVr~ 

The Tax Court has determined that increases in the number of tax cases filed, increases in the 
number of hearings held, projected increases in costs of goods and services (including salaries) and 
statutory requirements will result in funding demands which exceed the agency's BASE level funding 
and will require additional personnel and automation of information initiatives. 

The Tax Court will require an additional $12,000 in F.Y. 1992 and $35,000 in F.Y. 1993 to sustain 
the agency as it exists today. But the case backlog will continue to increase unless additional funds 
are appropriated for additional staff and office automation. 

Agency Reallocation 

Adjustment for Increased 
Personnel Costs 

F.Y. 1992 $10,000 F.Y. 1993 $30,000 

The Tax Court proposes that funding be adjusted in order to cover anticipated increases in salaries 
for the 6 full time employees. 

Elimination of Salaries 
Supplies and Expense 

F.Y. 1992 ($10,000) F.Y. 1993 ($30,000) 

In an effort to meet anticipated increases in salaries the Tax Court proposes to eliminate salaries 
at $10,000 in F.Y. 1992 and $12,000 in 1993 for a part-time student law clerk and the use of retired 
judges. In addition lo the cut in salaries an $18,000 reduction of funds for supplies and expenses 
is proposed. 

Funding at the BASE level in F.Y. 1992 will result in the loss of our part-time student law clerk, 
the use of retired judges and shortages of funds for fees and outstate travel. 

Funding at the BASE level in F.Y. 1993 will result in the elimination of the part-time student law 
clerk and the use of retired judges as well as crucial expenses for: 

11 The partial funding of communication expenses for mail and telephone service for all clientele, 
including litigants, the public, and the district courts; 

11 Any printing needs, including tax appeal forms for taxpayers and district courts and any function 
requiring copying, such as trial notices and Tax Court decisions, for the litigants or interested 
parties; 

11 All supplies expenses, including all office supplies and law reference publications and materials. 
1111 All repairs and maintenance of office equipment; 
11 Fees for inservice training for agency personnel and judges' professional memberships; 
111 Outstate travel for judges' judicial training. 

The impact of eliminating our part-time student law clerk will be: 

11 The loss of legal research assistance to the 3 judges. This will result in an increase in the lime 
needed for the issuance of decisions and an increase in the backlog of tax cases; 

11 No indexing of Tax Court decisions; and 
111 No maintenance of the law library. 

The impact of eliminating funding for crucial supplies and expenses will be: 

111 The loss of required services to our clientele; 
11 An increase to the case backlog; 
11 The violation of our legislative directives to hear cases in a timely and equitable manner; 
11 The Tax Court mission not being attainable; and 
11 The loss of career and skill development for judges and staff. This training is needed to keep 

current with evolving issues and technologies. 

PERSONNEL NEEDS 

The Tax Court has had the same total complement since it became a full time court in 1977; 3 
judges and 3 support staff. This court has always been frugal in its allocation and use of limited 
resources. But the Tax Court has now reached the point of needing additional staff because of the 
growing caseload being brought to the court. 

Additional funds are needed for a 4th Tax Court judge, ($90,300 in F.Y. 1992 and $94,800 in F.Y. 
1993), and a 4r_h support staff member, ($23,300 in F.Y. 1992 and $24,500 in F.Y. 1993). 

PAGE 426 



AGENCY: Minnesota Tax Court 
(Continuation) 

AUTOMATION NEEDS 

1992-93 Biennial Budget 

Additional funds are also needed for the automation of our information initiatives ($109,500 in F.Y. 
1992 and $15,000 in F.Y. 1993), including a central network that will allow for officewide access to 
case information, a case management support system and officewide wordprocessing capabilities. 

ANTICIPATED RETIREMENT 

Additional funds (approximately $60,000) are needed for F.Y. 1993 due to the anticipated retirement 
of a Tax Court Judge who will have accumulated a large amount of vacation and sick leave. 

BUDGET HISTORY 

In F.Y. 1991 the Tax Court experienced a $9,000 reduction in its original appropriation and an 
$11,000 reduction in its salary supplement. This resulted in a $20,000 decrease in the F.Y. 1991 
BASE level which is resulting in a lower BASE for the biennia. This occurred at the same time the 
caseload has significantly increased. 

ALTERNATIVE FUNDING CUTS: 

Cutting funds for instate travel will eliminate the judges' ability to travel to the county where the 
case is venued. This will prohibit the setting of trials for counties other than Ramsey County, in 
violation of M.S. 271.(\4, which provides: 

Hearings. The tax court shall hold hearings at any other place within the state, so that the taxpayers 
may appear before the court with as little inconvenience and expense to the taxpayer as is practicable. 

Cutting funds for professional/technical services (court reporters) will result in a smaller number of 
cases being scheduled for trial. The Tax Court is a "court of record." M.S. 271.01, subd. 1 (1989 
Supp.) There must be a record of all regular division hearings (M.S. 271.07). Regular division 
decisions of the Tax Court are appealable to the Minnesota Supreme Court (M.S. 271.10) and, if 
appealed, a transcript of the trial court's proceeding must accompany the file to the Supreme Court. 
Because of this requirement, a court reporter must be used at all regular division hearings. Once 
the funds are depleted no trials can be held except small claims, where court reporting is not used. 
Small claims cases are only a very small portion of our caseload. 

Cutting funds from rent is not considered at this time because it would require breaking the lease 
negotiated by the Department of Administration, Real Estate Management Division. Our current 
lease expires 8-31-93. 

Cutting of support staff will result in the loss of services to taxpayers and other clientele. The 
scheduling of cases will decrease, creating an additional backlog. Court orders and decisions will 
require additional time beyond the 90--day limit allowed (M.S.271.20) for issuance in order to process 
them administratively. Administrative functions will require more assistance from the Departments 
of Administration, Finance, and Employee Relations. 

Reducing the number of judges from 3 to 2 will result in a one-third increase in the backlog of 
cases. (M.S. 271 provides for 3 judges on the court). Our mission of providing timely and equitable 
disposition of cases will not be attained. 

SUMMARY: 

Any of the above alternatives will result in: 

111 an increase in the backlog of tax cases; 
11 the loss of required services to our clientele; 
111 all or most hearings being held in St. Paul; 
111 the violation of our legislative directives; and 
111 the Tax Court mission not being attainable. 

An increase in funds is needed just to sustain the agency as it exists today. It cannot be emphasized 
enough that additional funds are also needed for more personnel and for automation to continue to 
handle the current backlog and expected growth. 

LEGISLATIVE INITIATIVE 

The Tax Court has been assigned a legislative directive to carry out the judicial process regarding 
Minnesota's tax laws. M.S. Ch. 271. 

Under M.S. 271.01 (creation), the "tax court shall consist of 3 judges ... " The Tax Court now 
recognizes the need for an additional judge in order to efficiently and effectively carry out this 
legislative directive. 

Actual Actual Estimate Estimate Estimate 
F.Y.1989 fil.J.222 Er:1221 F.Y.1992 F.Y.1993 

Number of Cases Filed 
Revenue Dept. Orders 229 284 327 376 432 
Local Property Tax 2,902· 2,828 3,252 3,740 4,301 

Since 1980 the total number of cases filed with the Tax Court has increased 255%. On average, the 
number of filings has increased 15% per year since 1980. 

• 1989 includes approximately 200 more cases than normal due to Commissioner of Revenue 
revaluation action in Wabasha County. 

INFORMATION POLICY ornCE QPO) RECOMMENDATION: 

The Information Policy Office supports the Tax Court request and recommends funding if money 
is available. Money is not available through BASE budget reallocation. Large workload increases 
have resulted in a backlog of cases. Automation is required to handle the backlog and to sustain 
the Tax Court's ability to response to continuously growing caseloads. The Tax Court should develop 
and implement a method to measure both the effects of technology changes and any efforts to 
reengineer the workplace for increased productivity. 

GOVERNOR'S RECOMMENDATION: 

The Governor concurs with the agency's plan. 
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AGENCY: TAX COURT 
PROGRAM: TAX COURT 

ACTIVITY RESOURCE ALLOCATION: 
------------======================= 
TAX COURT 
---------
TOTAL EXPENDITURES BY ACTIVITY 

DETAIL BY CATEGORY: 
----------------
STATE OPERATIONS 
======================-=====--===== 
TOTAL EXPENDITURES BY CATEGORY 

SOURCES Of FINANCING: 
---------------------
DIRECT APPROPRIATIONS: 

GENERAL 
STATUTORY APPROPRIATIONS: 
---------------
TOTAL FINANCING 

1992-1993 8 IE N NI AL BUDGET 
«DOLLARS IN THOUSANDS) 

FY 1992 
---------· -------------------------

FY 1989 
=========== 

427 

427 

427 

427 

FY 1990 

455 
=========== 

455 

4.5.5 
========-=== 

455 

427 455 

----------- =========== 
427 45.5 

Est. 
FY 1991 

=========== 
463 

463 

463 

-----------
463 

463 

463 

Ad;usted 
Base 

480 

480 

480 

480 

480 

480 

Agency 
?:lan 

==========-
480 

480 

480 
=========== 

480 

480 

480 

Governor 
Reoomm. 

480 

480 

480 
=========== 

480 

480 

480 

Ad;usted 
Base 

482 

482 

482 

482 

482 

482 

FY 1993 

Agency 
Pian 

482 

482 

482 

-----------
482 

482 

482 

Governor 
Recomm. 

=========== 
482 

482 

482 
=========== 

482 

482 

482 
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AGENCY: TAX COURT 

F.Y.91 FUNDING LEVEL 

SALARY ANNUALIZATION 
DOCUMENTED RENT/LEASE INCR. 

TOTAL 
BIENNIAL TOTAL 

ALL FUNDS 
F.Y.92 F.Y.93 

463 

5 
12 

480 

BASE RECONCILIATION REPORT 
for 1992-1993 Biennium 

463 

3 
16 

482 
962 

GENERAL FUND 
F.Y.92 F.Y.93 

463 

5 
12 

480 

463 

3 
16 

482 
962 

OTHER STATE FUNDS FEDERAL FUNDS 
F.Y.92 F.Y.93 F.Y.92 F.Y.93 
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ACW Minnesota Tax Court 1992-93 Biennial Budge 
PROGL _ Minnesota Tax Court 

AGENCY: Minnesota Tax Court 

DECISION fIEM: Financing Inflationary Costs - Informational 

AGENCY PLAN: 

:&pendilwa 
General Fund - Inflation 

Revaiuca 
General Fund 

- Reduction 

Requires ztatutoly dumge: 
Statuta Affected: 

fIEM SUMMARY: 

Yes 

F.Y. 1992 

$ 10 
$ !lQ). 
$ -0-

$ -O­

x 

Dollars in Thousands 
F.Y. 1993 F.Y. 1994 

$ 
$ 
$ 

$ 

No 

30 $ 
Qfil $ 
-0- $ 

-0- $ 

30 

Qfil 
-0-

-0-

F.Y. 1995 

$ 30 
$ Qfil 
$ -0-

$ -0-

In accordance with the Department of Finance's instructions in an effort to meet anticipated 
inflationary increases in the salaries of the 6 full-time staff persons, the Tax Court proposes to 
eliminate salaries at $10,000 in F.Y. 1992 and $12,000 in F.Y. 1993 for a part-time student law clerk 
and the use of retired judges. In addition to the cut in salaries, an $18,000 reduction of funds for 
supplies and expenses is proposed. Inflation adjustments for all supplies and expense funds is not 
possible because of the shortage of funds. 

RATIONALE: 

Funding at the BASE level in F.Y. 1992 will result in the loss of our part-time student law clerk, the 
use of retired judges and shortages of funds for fees and outstate travel. 

Funding at the BASE level in F.Y. 1993 will result in the elimination of the part-time student law 
clerk and the use of retired judges as well as crucial expenses for: ' 

111 The partial funding of communication expenses for mail and telephone service for all clientele, 
including litigants, the public, and the district courts; 

1111 Any printing needs, including tax appeal forms for taxpayers and district courts and any function 
requiring copying, such as trial notices and Tax Court decisions, for the litigants or interested 
parties; 

1111 All supplies expenses, including all office supplies and law reference publications and 
materials; 

11 All repairs and maintenance of office equipment; 
111 Fees for inservice training for agency personnel and judges' professional memberships; and 
1111 Outstate travel for judges' judicial training. 

The impact of eliminating our part-time student law clerk will be: 

111 The loss of legal research assistance to the 3 judges. This will result in an inc, -~...e in the 
time needed for the issuance of decisions and an increase in the backlog of tax cases; 

111 No indexing of Tax Court decisions; and 
1111 No maintenance of the law library. 

The impact of eliminating funding for crucial supplies and expenses will be: 

111 The loss of required ·•services to our clientele; 
111 An increase lo the case backlog; 
1111 The violation of our legislative directives to hear cases in a timely and equitable manner: 
1111 The Tax Court mission not being attainable; and • 
1111 The loss of career and skill development for judges and staff. This training is needed to keep 

current with evolving issues and technologies. 

GOVERNOR'S RECOMMENDATION: 

The Governor concurs with the agency's plan. 
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19'12-~ .mIAL BUDGET 

PROGRAM S'ffilJCfURE 

AGENCY: TRADE AND ECONOMIC DEVELOPMENT1 DEPARTMENT OF 

PROGRAM PAGE 

COMMUNITY DEVELOPMENT 

MINNESOTA 1RADE OFFICE 

OFFICE OF TOURISM 

Tourism Administrative SeIVices 
Customer Services 
Marketing Services 

BUSINESS DEVELOPMENT AND ANALYSIS 

Business Development and Analysis 
Celebrate Minnesota 1990 (Historical Only) 

ADMINISTRATION 

DTED.STR 

Commissioners Office 
Administrative Services 
Communications Office 

2-14-91 12:17pm jms 

440 

451 

457 

462 

469 
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Department of Trade and Economic Development 
Organization Chart 10-1-90 

COMMUNl1Y DEVELOPMENT 

Cur. Pos. 65.5 
Adjustments (7.0) 
Pos. Red ~ 
TOTAL 55.5 

OFFICE OF COMMISSIONER 

Cur. Pos. 4.0 

ADMINISTRATION 

Cur. Pos. 24.0 
Pos.Red. _1M!l 
TOTAL 23.0 

MINNESOTA TRADE OFFICE OFFICE OF TOURISM BUSINESS DEVELOPMENT 
AND ANALYSIS 

Cur. Pos. 30.0 Cur. Pos. 54.0 Cur. Pos. 50.2 
Pos. Red. _{U!)_ Adjustments (2.0) 
TOTAL 29.0 Pos. Red. _ll&l 

TOTAL 47.2 
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Position Reconciliation: 

Authority: 

Legislative Complement: 
General Fund 
Special Revenue 
Trunk Highway 
Federal 
Environmental 

LAC Approved: 
Federal 

Total Permanent Positions 

Other Complement (FTE) 

TOT AL Positions 

Employees on 6-30-90 

Department of Trade Economic Development 

Position and Employee Status Information 

Employees by Employment Status: 
Current 
F.Y. 1991 

181.7 
3.0 

16.0 
21.0 
3.0 

3.0 

227.7 

50.2 

277.9 

290.0 

Requested 
For 6-30-93 

172.7 
3.0 

16.0 
18.0 
3.0 

212.7 

50.2 

262.9 

Full-Time Unlimited 
Full-Time Temporary 
Full-Time Emergency 
Full-Time Seasonal 
Part-Time Unlimited 
Part-Time Temporary 
Part-Time Emergency 
Part-Time Seasonal 

TOTAL 

6-30-90 
192.0 
26.0 

1.0 
3.0 

37.0 
18.0 
1.0 

12.0 

290.0 
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AGENCY: Trade and Economic Development, Department of 1992-93 Biennial Budget 

MISSION: 

The Department of Trade and Economic Development is the lead agency in state government's 
commitment to be a catalyst in the development of a balanced and competitive state-wide economy 
by identifying issues and opportunities, development of policies, partnerships and programs, and 
implementation strategies to promote economic development of the state through diversification and 
maximum use of resources in domestic and international markets. 

Based on an understanding of regional and structural economic strengths, the department develops 
and implements programs that enhance a favorable environment for economic development. 

The Department of Trade and Economic Development is organized into 5 divisions that serve 
communities, local units of government, commercial, industrial and agricultural sectors and consumers 
in meeting shared goals for economic growth and development in domestic and international markets. 
The responsibilities of the various divisions are as follows: 

11 Community Development Division: The Community Development Division provides comprehen­
sive planning and economic development assistance to local communities and businesses by 
providing grants for housing rehabilitation, recreational facilities, public facility improvements and 
economic development projects. Local elected officials, community development agencies, local 
economic development corporations, executive and legislative branches, and businesses are the 
primary clientele of this division. 

11 Minnesota Trade Office: The Minnesota Trade Office assists small- and medium-sized businesses 
and those new to exporting through general export and market specific education programs; a 
network of public/private supported individualized foreign trade offices; foreign export counseling, 
export financing, trade shows and foreign trading delegations; targeted market research and 
selective reverse investment strategies to identify and expand export markets for Minnesota 
products. Small and medium-sized businesses, foreign buyers and investors, foreign trade 
delegations and ranking international governmental officials are the primary clientele of this office. 

11 Office of Tourism: The Office of Tourism markets Minnesota's products and services that relate 
to travel, provides joint venture marketing grants to organizations and tourist information through 
a statewide network of travel information centers. Travel related organizations, small family­
owned tourism businesses, and tourists are the clientele of this division. 

11 Business Development and Analysis Division: The Business Development and Analysis Division 
promotes economic development growth and healthy, self-sustaining communities through 
marketing, technical assistance, analysis, evaluation, publications and information services, training 
assistance and partnership activities. Businesses, communities and other department programs are 
the primary customers of the division. 

11 Administration Division: The Administration Division provides administrative and management 
support to departmental operating divisions through policy development, management assistance, 
fiscal services, personnel, and the department's Communications Office. Departmental employees, 
local elected officials and the executive, legislative and federal governmental branches are the 
primary clients of this division. 

PROGRAM CIIANGF.S: 

The 1990 legislatively mandated general complement (7) and budget reductions ($1,040,000) for the 
department were implemented through a departmental reorganization which merged 2 divisions, the 
Policy Analysis and Science and Technology Division and the Business Promotion Division, into a 
new Business Development and Analysis Division. Seven general complement positions were 
eliminated, and 6 management level positions were reclassified to the supervisory and professional 

class. The reorganization was approved by the Department of Administration contingent on the 
department seeking statutory authorization during the 1991 legislative session. The goal of the 
reorganization during a time of budget reductions and increased demands for improved and 
quantifiable program results was to ensure that the plan developed would address the legislative 
requirements without diminishing the ability to deliver quality program services to department clients. 

MAJOR POLICY DRIVERS: 

Guided by a strategic planning process which identifies priority strategies to make the department's 
programs more accessible and relevant to the needs of its customers, the department has been able 
to successfully increase program quality, accurately measure customer satisfaction, improve analytic 
support for program design and policy decisions and develop department-wide accountability 
measures. This has resulted in a tremendous increase in public awareness and corresponding 
increases in both the demand and sophistication level of services requested at a time of necessary 
budget and human resource reductions. 

The department will continue examining ways of leveraging public resources, evaluating the scope of 
its mission and purpose, and working towards continuous improvement of program quality, 
productivity and service delivery. Predictions of an economic slow down and the projected need for 
further reductions in state spending will require concerted cooperative efforts to coordinate and avoid 
duplicative functions to succeed with an effective government economic development plan of action. 

GOALS AND OBJECilVES: 

The ultimate measurement of the department's success is the retention and stimulation of job 
creation. All of the department's programs, priorities and expenditures will be ultimately assessed 
in terms of this goal. Longer term, the department will provide leadership in developing a blue­
print for Minnesota's economic growth in the decade of the 1990's. This blue-print will reflect the 
input and consensus of a broad range of the state's interests. 

During the coming biennium, the department will concentrate in 3 fundamental objectives: 

1. Focus - to realign the efforts of all DTED staff to concentrate on activities which directly 
impact upon meaningful job creation. 

2. Quality - to ensure that our sources and programs represent the department's best efforts and 
are perceived by our clients as qualitatively superb. 

3. Doing More For Less - to acknowledge that this decade will require cultural changes and 
paradigm shifts reflecting the transition from excess to balance. 

GOVERNOR'S RECOMMENDATION: 

The Governor supports the agency's plan to concentrate on 3 key objectives: to focus the activities 
of the agency, continue to improve the quality of services, and to do more with less. In redefining 
the mission of state economic development, maqy of the subsidy payments for programs which are 
not state mandated have been recommended for elimination. Reductions are also recommended in 
agency operated programs as fiscal constraints require a refocusing of services to the public. See 
the individual decision pages for specific program recommendations. 
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1992-1993 BIEN NI Al BUDGET 
(DOLLARS IN THOUSANDS) 

AGENCY: TRADE & ECONOMIC DEVELOPMENT 

FY 1992 
-----------------------------------

Est. Ad;usted Agency Governor 
PROGRAM RESOURCE ALLOCATION: FY 1989 FY 1990 FY 1991 Base Pl.an Recolrdll. 

----------------------------------- ==~======== ----------- ----------- ----------- ----------- -----------
COMMUNITY DEVELOPMENT 47,119 100,247 120,086 47,491 42,132 42,132 
MN TRADE OFFICE 2,042 2,350 2,347 2,349 2,149 2,149 
TOURISM 7,347 8,629 9,248 8,626 7.,874 7,874 
BUSINESS DEVELOPMENT & ANALYSIS 5,726 7,179 7,542 5,963 5,863 5,863 
ADMINISTRATION 1,913 b759 1,968 1,857 2,079 2,079 
----------------------------------- ----------- ----------- ----------- ----------- ----------- -----------
TOTAL EXPENDITURES BY PROGRAM 64,147 120,164 141,191 66,286 60,097 60,097 

SOURCES Of FINANCING: 
---------------------
DIRECT APPROPRIATIONS: 

GENERAL 28,170 36>717 38,207 35,708 29.,519 29,519 
MN RESOURCES 1,250 
TRUNK HIGHHAY 288 673 719 729 729 729 
ENVIRONMENTAL 204 283 215 215 215 
MOTOR VEHICLE TRANS 180 

STATUTORY APPROPRIATIONS: 
PFA BOND FUND 50,860 76,714 8,234 8,234 8:,234 
SPECIAL REVENUE 833 4,466 6,062 1,827 1,827 1,827 
FEDERAL 26,985 25,952 19,165 19,546 19,546 19,546 
RURAL REHABILITATION 2,056 
GIFTS AND DEPOSITS 10 42 41 27 27 27 
ENERGY ECONOMIC DEVL 5,625 

=================================== =======---- ======----- ----------- ----------- ----------- -----------
TOTAL FINANCING 64,147 120,164 141,191 66,286 60,097 60,097 

FY 1993 
-----------------------------------

Adju~ted Agency Governor 
Base Pl.an Recomm. 

----------- ----------- -----------
47,571 39,569 39,569 

2,358 2,158 2,158 
8,609 7,857 7,857 
5,957 6,057 6,057 
1,852 2,395 2,395 

----------- ----------- -----------
66,347 58,036 58,036 

35>186 26,875 26,875 

722 722 722 
214 214 214 

9:,027 9,027 9,027 
1,837 1,837 1,837 

19,334 19,334 19,334 

27 27 27 

----------- ----------- -----------
66,347 58,036 58,036 
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AGENCY: TRADE & ECONOMIC DEVELOPMENT 

All FUNDS 
F. Y .92 F.Y.93 

BASE RECONCILIATION REPORT 
for 1992-1993 Biennium 

GENERAL FUND 
F.Y.92 F.Y .93 

OTHER STATE FUNDS FEDERAL FUNDS 
F.Y.92 F. Y. 93 F. Y .92 F.Y.93 

----------- ----------- ----------- ----------- ----------- ----------- ----------- -----------
F.Y.91 FUNDING LEVEL 141,191 141,191 38,207 38,207 83,819 83,819 19,165 19,165 

ONE-TIME APPROPRIATIONS <3,062> <3,062> <2,492> <2, 492"> <570> <570> 
APPROPRIATIONS CARRIED FWD <456> <456> <456> <456> 
SUNSET PROGRAMS <192> <192> <192> <192> 
LEG-DIRECTED ADJUSTMENTS 500 500 
SALARY ANNUALIZATION 140 96 128 92 12 4 
DOCUMENTED RENT/LEASE !NCR. 13 27 13 27 
DEDICATED RECEIPTS AND FUNDS <72,229> <71,426> <72,229> <71,426> 
FEDERAL RECEIPTS 381 169 381 169 

----------- ----------- ----------- ----------- ----------- ----------- ----------- -----------
TOTAL 66,286 66,347 35,708 35,186 11,032 11,827 19,546 
BIENNIAL TOTAL 132,633 70,894 22,859 

F.Y. 1991 Budget Reductions (Information Only) 

The following F.Y. 1991 reductions were implemented in Laws 1991, Chapter 2. These reductions are not reflected as changes to F.Y. 1991 or F.Y. 1992-93 BASE Levels within the 
budget documents. 

General Fund Other Funds 
Community Development 

Capital Access Account $ (500) 
Celebrate Mn· 1990 $ (10) 
CANDO Grants (85) 

Mn Trade Office 
Reduce Canadian Office $ (15) 
Reduce Other Operations (110) 

Office of Tourism 
Reduce Computer Appropriation $ (30) 
Reduce Other Operations (124) 

Business Development and Analysis 
Reduce Operations $ (100) 

Administration 
Reduce Printing, Pub., Operations $ fill 

Total F.Y. 1991 Adjustments $ (559) $ (500) 
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AC! r: 19'J2-93 Biennial Bud{ 
PROL_ .. d: 

AGENCY: Trade and Economic Development, Department of 

DECISION ITEM: Financing Inflationacy Costs - Informational 

AGENCY PLAN: 

&pe:nditun:a 
General Fund 
- Inflation 
- Reallocations 

RC'l/'CDuea 
Trunk Highway Fund 
- Inflation 
- Reallocations 

Environmental Fund 
- Inflation 
- Reallocations 

Requires atatuto(J change: 
Statutes Affected: 

ITEMSUMMARY: 

Yes 

F.Y. 1992 

$ 347 

Qffi 
$ -0-

$ 33 

cm 
$ -0-

$ 10 
(12) 

$ -0-

X 

Dollars in Thousands 
F.Y. 1993 F.Y. 1994 

$ 693 $ 693 
(ill) (ill) 

$ -0- $ -0-

$ 65 $ 65 
(@ (@ 

$ -0- $ -0-

$ 10 $ 10 
(!fil (!fil 

$ -0- $ -0-

No 

F.Y. 1995 

$ 693 
(ill) 

$ -0-

$ 65 
(@ 

$ -0-

$ 10 
(!fil 

s· -0-

Following the Biennial Budget instructions, salacy projections assumed a 4.5% increase in F.Y. 1992 
and 9.0% in F.Y. 1993 across the board salacy increases for all employees. Based on these projected 
increases, $347,000 in F.Y. 1992 and $693,000 in F.Y. 1993 would be needed to meet anticipated 
salacy costs. 

RATIONALE: 

Due to budget constraints and projected salacy increases, the department has submitted specific 
budget reductions in all programs of the department. These projected salacy increases would be 
funded from the budget reductions. The funding requested for the salacy increases would be 
distributed to the various department programs as follows: 

AGENCY REQUEST: 

&penditun:a: 
General Fund 

Community Development 
Minnesota Trade Office 
Office of Tourism 
Business Development and Analysis 
Administration 

Trunk Highway Fund 
Office of Tourism 

Environmental Fund 
Business Development and Analysis 

GOVERNOR'S RECOMMENDATION: 

The Governor concurs with the agency's plan. 

DTED.09 
02/09/91 12:55 pm cm 

Dollars in Thousand~ 
F.Y. 1992 F.Y. 1993 F.Y. 1994 F.Y.1995 

$ 88 $ 177 $ 177 $ 177 
56 112 112 112 
69 138 138 138 
85 169 169 169 
49 97 97 97 

33 65 65 65 

10 20 20 20 
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PROf 'd: Community Development 19'J2-93 Biennial Bud 
-Y: Trade and Economic Development, Department of 

PROGRAM PURPOSE: 

The development of all Minnesota's communities, including the continued recovecy and development 
of rural Minnesota as well as depressed intercity neighborhoods, depends on the ability to meet a 
wide range of desired and essential, and many times critical, community needs. These needs include 
expanded job opportunities, parks and recreational facilities, adequate and dependable water supply 
systems, safe sewage treatment facilities, commercial/industrial development and expansion, renovated 
residential and downtown areas and other development projects. Each are important components 
of a healthy community environment. In combination with broadened citizen participation in the 
community development process, they form the basis for growth and stability. 

Financial assistance needed for projects designed to meet these needs is available to communities 
from diverse programs administered by the Community Development Division. Through a 
consolidated community development application process which has combined and vastly simplified 
application procedures, communities are encouraged to address overall needs. With an increased 
emphasis on customer seivice and technical assistance, the community development application 
process offers many significant advantages. Since its implementation in late March, 1989, over 675 
community development applications, each able to aCf()mmodate up to 6 projects, have been received 
through November, 1990, representing more than 1,460 proposed projects. As part of the process, 
meetings have been held with each applicant to evaluate their needs and proposed projects, match 
them with potential financial resources and to provide technical assistance. 

The overall goal of the Community Development Division is enhancement through a com­
munity-based approach--assisting Minnesota's communities to create an environment conducive to 
attracting and retaining businesses while creating desirable places for homes and families. 

PERFORMANCE: 

Community-based development covers a broad range of government programs and activities. The 
Community Development Division offers communities assistance from its following units: 

1. The Community Assistance unit currently administers the U.S. Housing and Urban Development 
Small Cities Development Program (SCDP); the Urban Revitalization Action Grant Program 
(URAP); the Community Development Corporations Program (CDC's); the Enterprise Zone 
Program; and the County Capital Improvement Program (CIP). 

2. The Outdoor Recreation unit administers the Outdoor Recreation Grant Program, including the 
federal Land and Water Conseivation Fund (LA WCON) Program and the Tourism Loan 
Program. 

3. The Economic Development unit administers the Economic Recovecy Fund; the federal SCDP 
economic development "set-aside" and special appropriation projects assigned to the divjsion. This 
unit is also responsible for contractual enforcement, monitoring and closeout activities of all 
Celebrate Minnesota 1990 grant awards made during F.Y. 1990. 

4. The Public Facilities Authority (PF A) administers the State Independent Grant Program; Water 
Pollution Control Revolving Fund (SRF); and the Energy Conseivation Investment Loan Program. 

5. The Rural Development Board administers the Challenge Grant Program and the Rural 
Rehabilitation Pilot Project Program. The board is also charged with preparation of the Rural 
Investment Guide to advise the Legislature regarding state policy relating to greater Minnesota; 
and the development, testing, and implementation of a Community Needs Assessment Model to 
assist communities in identifying needs. 

6. The Agricultural and Economic Development program unit administers the Business 
Development Loan Program, the Agriculture Resource Project, and the Opportunih"'- L"1innesota, 
Inc. (OMNI) program. 

The Community Development Division has set and met the highest standards for operational 
efficiency, cost-effectiveness and seivice to constituents. This has been accomplished through 
innovations such as the community development application process, integration of assistance 
programs, and centralized operational support functions. In addition, the Community Development 
Division has continued to develop and maintain close working relationships with a wide variety of 
constituent organizations. 

Significant program achievements have been accomplished that have provided direct benefit to the 
communities of the State of Minnesota. Included in these achievements is the AA+ credit rating 
of the Minnesota Public Facilities Authority for its SRF Program. Minnesota has the honor of being 
the only state in the countcy with this rating for a comparable program. In fact, only 2 other states 
have a AA rating for a comparable program. Many other accomplishments have also been achieved 
and are described more fully in the narratives of the programs administered by the Community 
Development Division. 

PROSPECfS: 

The demand for community development assistance has grown consistently and has continually 
surpassed available resources at both federal and state levels. For a vigorous state economy, 
successful communities must offer safe and dependable water supplies, adequate waste water 
treatment facilities, recreational opportunities, attractive housing and commercial districts, and 
economic incentives. 

Through a consolidated community development application process, the division will focus on 
assisting communities to identify and prioritize their overall needs and coordinate them with available 
resources (state, federal and other) to achieve their goals and objectives. 

COMMUNITY ASSISTANCE UNIT: 

1. Small Cities Development Program 

PROGRAM PURPOSE: 

This program assists Minnesota communities by providing federal Community Development Block 
Grant (CDBG) funds to rehabilitate owner-occupied or rental housing; construct new or rehabilitate 
public facilities; and expand economic opportunities by rehabilitating commercial structures. The 
program must primarily benefit people of low and moderate income. The Small Cities Development 
Program administers grants to non-entitlement townships and cities of under 50,000 population and 
to counties of under 200,000 population. Congress bas recognized both the strong local support for 
and the impressive results of the CDBG program. A stale match for the administration of the 
federal allocation is required by federal law. 
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PROGRAM: Community Development 
(Continuation) 

Agency: Trade and Economic Development, Department of 

PERFORMANCE: 
F.Y. 1991 F.Y. 1992 F.Y. 1993 

Rehabilitation Projects: 
Housing units rehabilitated 725 725 725 
Commercial units rehabilitated 90 90 90 

Public Facility Projects: 
Water systems 9 9 9 
Sewer systems 5 5 5 
Storm sewer systems 3 3 3 
Street projects 3 3 3 

Clearance: 
Dilapidated structures cleared 23 23 23 
Households relocated 9 9 9 

PROSPECfS: 

1992-93 Biennial Budget 

F.Y. 1994 F.Y. 1995 

725 725 
90 90 

9 9 
5 5 
3 3 
3 3 

23 23 
9 9 

The Small Cities Development Program is a very visible and highly competitive program. The 
program is flexible enough to finance a variety of community development activities - frequently 
simultaneously. As a result, the program can stimulate dramatic community improvements that are 
apparent to both local residents and neighboring communities. Visible improvements in one 
community tend to generate interest in using SCDP funds to finance similar improvements in other 
communities. 

SCDP funds are frequently used in conjunction with other public funds to complete a project, 
including funds administered by the U.S. Farmers Home Administration, Housing Finance Agency, 
U.S. Economic Development Administration, Department of Natural Resources, and U.S. Army 
Corps of Engineers. Other funds administered by the Community Development Division including 
funds from the Public Facilities Authority and the Outdoor Recreation Program are also frequently 
used by local governments in conjunction with SCDP funds. 

The extensive and visible improvements made possible by the SCDP, combined with the compatibility 
of these funds with funds from other public agencies, make the program very attractive to local 
governments. The elimination of federal revenue sharing and the constraints associated with local 
levy limits make the SCDP one of few sources to finance important, expensive local public 
improvements. 

~: 

Grants by Fund 
Federal (OOO's) 

F.Y. 1991 
$15,700 

F.Y. 1992 
$15,700 

2. County Capital Improvement Review Program 

PROGRAM PURPOSE: 

F.Y. 1993 
$15,700 

F.Y. 1994 
$15,700 

F.Y. 1995 
$15,700 

This program provides for the review and approval of Capital Improvement Programs (CIPs) and CIP 
amendments from those counties that choose to bond for capital improvements without conducting 
a local referendum. Each Capital Improvement Program is reviewed in accordance with criteria 
established by the 1988 Legislature. The authorization for this method of revenue raising is due to 
sunset at the end of F.Y. 1993. 

PERFORMANCE: 

Number of Cf P's/amendments 
approved 

PROSPECfS: 

F.Y. 1991 F.Y. 1992 F.Y. 1993 F.Y. 1994 F.Y. 1995 

10 10 10 

Before a county may bond for capital improvements via the process identified in Chapter 519, the 
county must submit the proposed CIP to the Community Development Division for analysis and 
approval. To be approved, each CIP must contain documentation of the county's needs, anticipated 
capital expenditures, available public resources, debt, alternatives to bonding, and operating costs. 
In addition, counties must follow a strict public participation process. Both metro and greater 
Minnesota counties have utilized this program. We expect continued participation until the program 
sunsets. 

3. Enterprise Z.One Program 

PROGRAM PURPOSE: 

This program was created to address fiscal disparities in Minnesota border cities and other targeted 
areas of economic distress in urban, agricultural, and iron mining areas. State and local tax credits 
and refunds are used to stimulate job creation and retention in designated areas. In border city 
enterprise zones, the purpose is to create an economic environment conductive to retaining existing 
businesses and jobs. In non-border city ( or "competitive") enterprise zones, the purpose is to 
stimulate new business investment in distressed areas. 

PERFORMANCE: 

F.Y. 1991 F.Y. 1992 F.Y. 1993 F.Y. 1994 F.Y. 1995 
Number of border city zones 6 •5 5 5 5 
Number of competitive zones 10 5 0 0 0 
Total --1-6 --1-0 --5 --5 --5 

Number of businesses 
awarded tax credits 450 350 80 15 15 

PROSPECfS: 

11 Five of the non-border city (or "competitive') enterprise zones expired on October 30, 1990. 
11 The remaining five non-border city enterprise zones will expire on October 30, 1991. 
11 • By law, border city zones will not expire until all remaining enterprise zone credits have been 

awarded to businesses. The City of Duluth has awarded all of its credits and is currently the only 
expired border city zone. · 

11 After enterprise zone tax credits are awarded, businesses have up to 5 years to claim them. 
11 Enterprise zone tax credits are frequently used in conjunction with other economic development 

tools to retain jobs in border cities and create jobs in competitive zones. It is misleading to 
attribute absolute job creation or retention figures to the program because of the compatibility 
of this program with other economic development programs. Job creation and retention figures 
have been estimated and can be reported on businesses that have received enterprise zone credits, 
however. 

PLAN: 

State tax credits awarded (OOO's) 
Local tax credits awarded (OOO's) 

F.Y. 1991 
$4,300 
$2,600 

F.Y. 1992 
$2,600 
$1,500 

F.Y. 1993 
$800 
$460 

F.Y. 1994 
$180 
$100 

F.Y. 1995 
$150 

$60 

The state tax credits to be awarded to businesses in F.Y. 1991 through F.Y. 1995 have been awarded 
to enterprise zone communities and are currently contractually obligated. 
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PRi \M: Community Development 
.,ontinuation) 

Agency: Trade and Economic Development, Department of 

4. Neighborhood Revitalization Program (NRP) 

PROGRAM PURPOSE: 

1992-93 Biennial B, 

This program financially assists Minneapolis, St. Paul and Duluth to physically revitalize distressed 
neighborhoods by rehabilitating existing housing and commercial buildings, replacing infrastructure, 
and clearing blighted property for commercial, residf;!ntial, and industrial development. Cities must 
present a certified plan to the department before funds are allocated. 

PERFORMANCE: 

F.Y. 1991 F.Y. 1992 F.Y. 1993 F.Y. 1994 F.Y. 1995 
Mpls./St. Paul/Duluth 

NRP plans submitted 3 3 3 3 3 
Plans approved and 

agreements executed 3 3 3 3 3 
Neighborhoods impacted 23 23 23 23 23 
Owner-occupied housing 

units created 65 65 65 65 65 
Rental housing units 

created 73 73 73 73 73 
Owner-occupied housing 

units rehabilitated 185 185 185 185 185 
Rental housing units 

rehabilitated 66 66 66 66 66 
Demolition of dilapidated 

buildings 40 40 40 40 40 
Child care facilities 

created/rehabilitated 14 14 14 14 14 
Commercial units acquired 

and rehabilitated 7 7 7 7 7 

PROSPECfS: 

To date Duluth has received money both F.Y. 1990 and F.Y. 1991. Minneapolis and St. Paul will 
be receiving F.Y. 1991 funds sometime during the spring of 1991. 

PI.AN: 

A phase-down of this program is recommended to begin in F.Y. 1992 and F.Y. 1993 to allow for 
a reassessment of goals and objectives that have been met by these communities. 

General Fund (OOO's) 
F.Y. 1991 

$5,947 
F.Y. 1992 

$4,397 

OUTDOOR RECREATION GRANT PROGRAM: 

PROGRAM PURPOSE: 

F.Y. 1993 
$2,500 

F.Y. 1994 
$-0-

F.Y. 1995 
$-0-

The purpose of the program is to help local governments meet the outdoor recreation needs of their 
citizens, and the state as a whole, in accordance with the recreational priorities and goals established 
in the State Comprehensive Outdoor Recreation Plan (SCORP). The program recognizes outdoor 
recreation and open space protection as vital assets to a healthy community and as important 

components to an overall community development strategy. Cities, counties, ;1ships, and 
recognized Indian tribal governments are eligible to receive matching grants, subject tu a competitive 
evaluation and ranking of their proposals. The program is administered in coordination with, and 
receives additional federal funding from, the U. S. Department of the Interior's Land and Water 
Conservation Fund (LA WCON). The funded parks and recreational facilities are administered at 
the community level by local governments, in contrast to state parks which are administered by the 
State of Minnesota. 

PERFORMANCE: 

During its 25-year history, this program has helped fund outdoor recreation projects in every county 
and in hundreds of cities and townships throughout the state. Grants have been provided to 
communities ranging in size from Wolf Lake (pop. 67) to Minneapolis. Over 1,600 local park 
projects have been completed. 

These projects have varied widely in nature and scope, from small neighborhood playgrounds to large 
county parks, from athletic complexes lo nature study areas. During recent years, the state required 
funds to be distributed evenly between the twin cities metropolitan area and the non-metro areas. 

The state's investment in Jocal government outdoor recreation areas through this program has 
amounted to about $49 million. This, however, has been well-leveraged by over $44 million in 
federal funds and over $56 million in local government matching funds. 

PROSPECfS: 
F.Y. 1991 F.Y. 1992 F.Y. 1993 F.Y. 1994 F.Y. 1995 

Park areas acquired 34 34 34 34 34 
Facilities by Type: 

Camping areas 3 3 3 3 3 
Trails 10 10 10 10 10 
Water-oriented (boat accesses, 

beaches, fishing piers, etc.) 7 7 7 7 7 
Picnic areas 15 15 15 15 15 
Athletic fields/courts 10 10 10 10 10 

Number of grants awarded 24 24 24 24 24 

During the past decade, federal Land and Water Conservation Fund allocations have declined 
drastically. State funding has also decreased from previous levels. As a result, the competition for 
the available funding has increased and there has been a slight decrease in the number of 
applications submitted by local governments. 

While federal Land and Water Conservation Fund allocations in 1990 were the lowest since 1965, 
efforts are underway in Congress to increase allocations for the coming year. In addition, demand 
for assistance in acquisition and development of outdoor recreation areas is evident at even a 
ttational level as reflected by the proposed American Heritage Trust, which would create a permanent 
trust fund that would greatly increase federal funding for state and local government park projects. 
The proposal has had hearings in both the House and Senate but is presently stalled. 

~= 
Funding Sources: 
Bonding Authority (OOO's) 
Federal (OOO's) 

F.Y. 1991 
$1,000 

$164 

F.Y. 1992 
$1,000 

$164 

F.Y. 1993 
$1,000 

$164 

F.Y. 1994 
$1,000 

$164 

F.Y. 1995 
$1,000 

$164 

111 The 1990 Legislature has authorized $2,000,000 in bonding authority to be awarded during F.Y. 
1991 and 1992. Met Council also received an authorized $5,000,000 by the 1990 Legislature for 
infrastructure development of the Metropolitan Park System. 

111 Federal funding amounts are actual based on current level funding. 
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TOURISM LOAN PROGRAM: 

PROGRAM PURPOSE: 

The purpose of the program is to provide otherwise unavailable low-interest financing to existing 
tourism-related businesses that provide overnight lodging so that Minnesota tourism businesses, 
particularly smaller scale operations, can continue to provide high quality facilities and services to 
their customers. This will enable Minnesota tourism business operators to maintain attractive and 
competitive operations. The program can provide either direct Joans or, more commonly, 
participation loans in cooperation with local banks. Loans can be used for building construction and 
renovation; site preparation; septic system replacement; equipment purchase; and other construction 
that will enhance property value and increase customer satisfaction. Loans cannot be used for the 
purchase of land, purchase of existing businesses or for new business start-ups. The new program 
functions as a revolving loan fund whereby interest and principle payments by borrowers are made 
available for additional tourism loans. 

PERFORMANCE: 

This program is a revised version of a similar program that operated during the mid-1980's. The 
new program was authorized by the 1989 Legislature. New program rules were developed and 
adopted and the first loan was approved in January, 1990. Over 500 inquiries and consultations were 
handled during the first year of operation. As of October 31, 1990, loan applications received 
represented almost $2.7 million in state loan requests and over $6.25 million in combined state/bank 
financing. A total of 35 loans had been approved. Approved loans included $1,368,315 in bank 
financing and $1,093,063 in state loans for a total financing of $2,461,378. The size of the state 
loans ranged from $6,500 to $50,000. Funded projects were well distributed throughout the state 
ranging from locations in Worthington and Marshall in southwestern Minnesota to Baudette and 
Grand Marais in the northern part of the state. Businesses assisted included 29 resorts and lodges, 
5 motels and 1 bed-and-breakfast inn: 

During the first 9 mon!hs from the approval of the first loan approximately 80% of the available 
loan funds were allocated and receipts deposited in the revolving fund totaled almost $24,000. 

PROSPECfS: 

Loans approved 
Loans in portfolio 

F.Y. 1991 
3 

43 

F.Y. 1992 
3 

46 

F.Y. 1993 
3 

49 

F.Y. 1994 
3 

52 

F.Y. 1995 
3 

55 

The state has an obligation to maintain the existing loan portfolio to ensure contractual compliance, 
including enforcement of the terms of the loan agreements, assistance to loan recipients with any 
problems that may arise, restructuring of loans if required, and proper closeout of loans. There is 
also a need to review and approve a limited number of new loans consistent with the funding 
available through the revolving fund. 

PLAN: 
F.Y. 1990 

General Fund (OOO's) $756 
Revolving Fund (OOO's) 

F.Y. 1991 F.Y. 1992 
$584 
$58 $100 

F.Y. 1993 

$110 $120 $120 

11 The 1989 Legislature approved $1,340,000 in General Fund money to capitalize the revolving 
tourism loan fund. Revolving fund budget estimates assume no new allocations but are based on 
use of repayments from previous loans. 

ECONOMIC DEVELOPMENT UNIT: 

1. Economic Recovery Fund and Small Cities Development Program (Economic Development 
Set-Aside) 

PROGRAM PURPOSE: 

This program awards state and federal grants to communities that may be used to provide loans to 
community-based businesses and/or for public improvements necessary to support business expansion 
or start-up of new business enterprises. All approved projects must meet at least 2 of the following 
state objectives: 

1. Retain or create permanent private sector jobs primarily for low- and moderate-income 
persons; 

2. Leverage new private investments in economic development activities; and 
3. Increase a community's tax base through new business development. 

Grant recipients may retain all or a portion of loan repayments to establish a locally-administered 
economic development revolving loan fund. 

PERFORMANCE: 

In F.Y. 1991, the department will award $5,517,000 Economic Recovery Fund grants and Economic 
Development Set-Aside grants totaling $2,556,000. These projects are designed to create more than 
2,000 new jobs principally for low- and moderate-income persons. Without state assistance, many 
of these projects would have taken place outside of Minnesota while othera would have been 
down-sized significantly or eliminated completely. 

PROSPECfS: 

This program has established a unique partnership between the state and local units o( government 
to help address critical local economic development needs. The program has been particularly 
helpful in small rural communities where conventional business financing is difficult to obtain or may 
be severely limited. With high demands for economic development assistance and the limited grant 
funds available, many eligible applications submitted by local governments in F.Y. 1991 could not 
be funded. The need for this type of assistance will continue into the next biennium. 

f6Y!: 

In an effort to assist communities in meeting immediate economic development needs, an increase · 
of $1,000,000 each year is requested for economic recovery grants. 

General (OOO's) 
Federal (Set-Aside) (OOO's) 

F.Y. 1991 
$6,517 
$2,556 

2. Celebrate Minnesota 1990 Grant Program 

PROGRAM PURPOSE: 

F.Y. 1992 
$6,517 
$2,556 

F.Y. 1993 
$6,517 
$2,556 

F.Y. 1994 
$6,517 
$2,556 

F.Y. 1995 
$6,517 
$2,556 

This program provided financial assistance to communities to help them prepare for participation 
in the 1990 statewide celebration. Grants were used for undertaking cleanup, beautification and/or 
community improvement projects associated with locally-sponsored celebrations planned as part of 
Celebrate Minnesota 1990. 
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PERR>RMANCH: 

1. 184 grants were awarded to communities during F.Y. 1989 and 1990 totaling $1,553,000. 

2. More than 175 different communities throughout Minnesota participated and benefitted from 
this program. 

3. Grants stimulated more than $6,000,000 in non-state public and private expenditures for 1990 
celebrations. 

~: 

All Celebrate Minnesota 1990 grant funds were awarded during F.Y. 1989 and 1990. All projects 
will be completed, and monitoring and closeout activities concluded by June 30, 1991. No further 
funding is being requested for this program. 

3. Minnesota Marketplace Program 

PROGRAM PURPOSE: 

This program is intended to assist Minnesota businesses in locating goods and services from suppliers 
in Minnesota before seeking suppliers from a wider marketplace outside the state. The ·program is 
intended to increase business and employment opportunities within Minnesota. 

PERR>RMANCF./PROSPECfS: 

1. A statewide Marketplace organization was selected to lead and manage the program. 

2. Seven regional Marketplace Service Centers were created and selected to provide statewide 
coverage. 

3. The statewide organization established an extensive listing of Minnesota manufacturers and a 
computer system to match buyers with sellers on a statewide basis. 

~: 

Minnesota Marketplace was a pilot program and all funds will be expended by June 30, 1991. No 
additional funding is requested for this program. 

4. Special Appropriation Administration 

PROGRAM PURPOSE: 

This program provides administrative support to assure proper management, contractual negotiation 
and enforcement, and monitoring of all special appropriations assigned to the Community 
Development Division. Special appropriations have been approved lo help finance a broad range 
of activities including local government enterprises, public service projects and the development of 
recreational areas. 

~: 

With the state facing a $1.2 billion shortfall, a decision was made to continue funding broader 
economic development projects that would help the entire state and not just specific communities. 

Funding for specific debt service is recommended for phase down in F.Y. 1992 ad e, ,ted in F.Y. 
1993. Funding for the metropolitan parks maintenance is recommended for eliminaHon starting in 
F.Y. 1992. 

State (OOO's) 
Bonding (OOO's) 
Total 

F.Y. 1991 
$11,153 
$5,500 

$16,653 

PUBLIC FACILITIES AU1HORITY: 

PROGRAM PURPOSE: 

F.Y. 1992 
$1,003 
$5,500 

$10,422 

F.Y. 1993 
$-0-

$5,500 
$10,422 

F.Y. 1994 
$-0-

$5,000 
$9,922 

F.Y. 1995 
$-0-

$5,000 
$9,922 

The Public Facilities Authority (PFA) unit is responsible for providing financial assistance to 
communities through the Water Pollution Contro! Revolving Fund and the State Independent Grant 
Program for the construction of essential treatment facilities and to communities and school districts 
through the Energy Conservation Investment Loan Program for cost-effective energy improvements 
to publicly-owned structures. Financial packaging for waste water treatment is the highest priority 
of the PFA because it is a vital and essential infrastructure for the residential, commercial, and 
industrial areas of communities throughout the slate. Because waste water treatment projects involve 
significant costs, the PF A uses the community development application process to identify other 
forms of assistance available from the division in addition to the PFA programs in order to help 
communities design affordable financing for the construction of these basic but critical community 
infrastructures. The PFA (responsible for financing of projects) works closely with the Pollution 
Control Agency (responsible for environmental and regulatory compliance). 

PERFORMANCE: 

Since its establishment in 1987, the PFA has emerged as a highly effective source of financial 
assistance for waste water treatment and energy conservation projects in cooperation with the 
Pollution Control Agency and the Department of Public Service. Combining the programs of the 
PFA with other financial assistance programs of the Community Development Division has 
contributed to its high level of performance providing direct benefit to participating communities. 

1. Stale Water Pollution Control Revolving Fund (SRF) 

PROGRAM PURPOSE: 

The SRF was created by the 1987 Rural and Economic Development Act to provide a continuing 
source of financing for waste water treatment facilities, replacing direct assistance from the U. S. 
Environmental Protection Agency (EPA) terminated in F.Y. 1990. 

Recognized and heralded as a national model by the EPA, the PF A's SRF was designed to provide 
eligible communities with long-term, below-market rate loans from the proceeds of bonds issued by 
the PFA and capitalized by federal grants received annually from 1989-1994. Interest rates charged 
to loan recipients are set according to indicators of their ability to repay the loans. 

PERR>RMANCE: 

Since established in 1987, the PFA's SRF has leveraged the grants from the EPA Capitalization 
(CAP) Grant Program through two bond sales creating the nation's first aggressively leveraged 
program for financing waste water treatment projects. 
Its first issue of revenue bonds of nearly $47 million received a AA rating from Standard and Poor's 
in 1989; no other state received a higher rating for such an issue. In 1990, the PF A received an 
unprecedented rating of AA+ for a $71 million issue following an extensive review and analysis of 
the structure and performance of the SRF and evaluation of the PFA's management practices. 
Minnesota's program is the only one in the nation to have received a AA+ rating; the practical 
effect has been to minimize the cost of borrowing from the SRF to communities for these expensive 
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but critical facilities. 

Number of loans made 
Number of projects funded 
Revenue bonds issued (OOO's) 
Amount of loans (OOO's) 
Funds expended (OOO's) 

• Projected figures through 12/31/90 

F.Y. 1990 
6 
9 

$46,698 
$48,953 

•$47,201 

1992-93 Biennial Budget 

F.Y. 1991 
•9 

•13 
$71,030 

•$74,341 
·$58,769 

•• Some borrowers have multiple projects (i.e., Metropolitan Waste Control Commission) 

PROSPECI'S: 

As a result of the extraordinary high costs of waste water treatment projects and also the scarcity 
of grant dollars, communities often times wait years to qualify for waste water treatment grants. The 
SRF offers low-interest, affordable financing to communities enabling them to proceed with meeting 
their community needs rather than waiting years for grant dollars. Financing waste water treatment 
projects for communities who can afford low-cost loans can enable grant dollars to be targeted to 
smaller communities who are unable to afford low-interest loans without some grant assistance. 

During the next 2 fiscal years, the department anticipates a greater number and dollar amount of 
loans will be made. The federal appropriations for CAP grants will double in F.Y. 1991. However, 
it will decline by 25% each year thereafter. Current projections assume a CAP grant in the amount 
of $37 million this year for projects ready to proceed in early F.Y. 1992 and $27 million in the 
following year. State matching funds were appropriated in the 1990 capital budget. 

In order for the PF A to continue the program, its bonding authority will need to be increased from 
$150 million to at least $300 million. With continued legislative support, adequate funding from 
EPA, and continued sound management practices, the PFA can continue to maintain its 
unprecedented credit rating and work to improve it. In F.Y. 1992, we anticipate making 12 loans 
for 16 projects totaling $70 million and 12 loans for 14 projects totaling $65 million in F.Y. 1993. 

PLAN: 

The PFA anticipates receiving capitalization grants as estimated through federal F.Y. 1994, which 
would be received in state F.Y. 1995. After that time, the PFA will have received sufficient funds 
from EPA to continue to provide low-interest loans through issuance of revenue bonds. 

Source of Funds 
Federal (OOO's) 
State match (OOO's) 
Total (OOO's) 

F.Y. 1991 
$17,900 

$4,100 
$22,000 

2. State Independent Grant Program 

PROGRAM PURPOSE: 

F.Y. 1992 
$37,000 

$7,400 
$44,400 

F.Y. 1993 
$27,000 

$5,400 
$32,400 

F.Y. 1994 
$18,000 

$3,600 
$21,600 

F.Y. 1995 
$9,000 
$1,800 

$10,800 

As a result of a decline in federal funds beginning in 1978, the State Independent Grant Program 
was created in 1984 to provide assistance for waste water treatment projects. The declining federal 
funds were eventually eliminated in 1990. Unless other sources of financing can be secured, it is not 
uncommon for communities to wait to over 10 years to become eligible for a grant from the State 
Independent Grant Program. The State Independent Grant Program awards grants for waste water 
treatment facilities contingent on community need and are referred to as State Independent Grants, 

Capital Cost Component Grants, Individual On-Site Grants, Corrective Action Grants, Reimburse­
ment Grants and Continuation Grants. 

PERF<JRMANCE: 

Type of State 
Independent Grant 
State Independent 
Capital Cost 
Ind. On-Site 
Corrective Action 
Reimbursement 
Continuation 
Total 

# in 
F.Y. 1990 

2 
2 
2 
1 
6 
4 

--1-7 

Actual Figures as of 10/ll')O 

PROSPECTS: 

Amount Awarded 
in F.Y. 1990 

$1,360 
$1,467 

$112 
$500 

$2,000 
$_b617 
$8,056 

# in 
F.Y. 1991 

7 
5 

12 

Amount Awarded 
in F.Y. 1991 

$8,245 
$5l436 

$13,681 

There is a steadily increasing demand for financial assistance for the construction and upgrading of 
waste water treatment facilities by communities statewide. Essential to a community's very existence, 
these projects are extremely costly and represent one of the largest community expenditures. 
Alternative financing such as low-interest loans through the SRF Program is recommended for 
communities who are able to afford loans. This would enable State Independent Grant funds to be 
targeted for those very small communities who are simply unable to afford loans without some grant 
assistance. This approach could significantly reduce the overall amount of grant funds that the state 
would have to award and would enable those smaller needy communities to be assisted sooner. 
Communities borrowing money through the SRF Program would be able to proceed with their 
projects as soon as a financial package could be arranged thus eliminating a frequently lengthy 
waiting period of sometimes up to 15 years. 

PLAN: 

(without change to current State Independent Grant Program) 

Funding Source: 
State (OOO's) 
Bonding Authority (OOO's) 
Total (OOO's) 

F.Y. 1992 

!15.000 
15,000 

3. Energy Conservation Investment Loan Program 

PROGRAM PURPOSE: 

F.Y. 1993 
$500 

$14.500 
$15,000 

F.Y. 1994 
$500 

$14,500 
$15,000 

F.Y. 1995 
$500 

!14,500 
15,000 

The Energy Conservation Investment Loan Program was created to reduce energy consumption in 
publicly-owned buildings through providing low-interest loans to municipalities and school districts 
for energy-efficient capital improvement projects. Borrowers must demonstrate that proposed 
projects will have a payback within ten years. Program funding has been provided by the sale of 
State General Obligation Bonds and is supplemented by Exxon restitution funds authorized by the 
1987 Legislature. 

PERF<JRMANCE: 

Prior to the PF A's involvement in this loan program, only school districts were eligible for funding. 
Since the program has extended eligibility from school districts to local units of government in 1989, 
the PFA has made loans to 6 counties and 6 cities in addition to 47 school districts. In F.Y. 1990, 
a total of 28 loans were approved for $1,506,566. During the first 5 months of F.Y. 1991, 14 loans 
totaling $804,085 have been approved by the PFA Given the recent increase in the cost of fuel 
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products, the department expects a sharp increase in interest in this program for the balance of the 
fiscal year. 

PROSPECI'S: 

Depending on the continued use of oil and oil products for heating, cooling and electrical 
consumption, this program is expected to see increased use as school districts and local units of 
government undertake energy-saving measures to reduce their operating budget that is attributable 
to higher energy costs. The projections for F.Y. 1992 and F.Y. 1993 assume 25 loans for $2 million 
each year. 

~= 
Bonding authority (OOO's) 

F.Y. 1991 
$1,800 

F.Y. 1992 
$2,000 

F.Y. 1993 
$2,000 

No additional state funds are being requested to administer this program. 

RURAL DEVELOPMENT BOARD: 

PROGRAM PURPOSE: 

F.Y. 1994 
$2,000 

F.Y. 1995 
$2,000 

The Rural Development Board was created by the 1987 Rural and Economic Development Act to 
give rural Minnesota a voice in the executive branch of state government. Comprised of 7 rural 
community leaders, selected state agency directors, the heads of the four post-secondary education 
systems, and the president of the Greater Minnesota Corporation, the board's primacy responsibilities 
include the Rural Investment Guide and the Challenge Grant Program. It is also assigned 
responsibility for the Rural Rehabilitation Pilot Project Program, the Degradable Plastics Task Force, 
and the Community Needs Assessment Model. Board activities emphasize state partnerships with 
local and regional citizens and entities to bring about improvements in the rural economy. 

1. Challenge Grant Program 

PROGRAM PURPOSE: 

This program established 6 regional revolving loan funds to stimulate job creation and private 
investment through low-interest loans to new and expanding businesses in rural Minnesota. These 
6 loan funds were capitalized by $6 million in grants from the board matched by $6 million provided 
by the McKnight Foundation. State funds were derived through the Rural Rehabilitation Revolving 
Fund. The 6 regional Minnesota Initiative Funds share responsibility with the board for 
administration of the loan funds. 

PERFORMANCE: 

During F.Y. 1990, 92 projects received assistance, with loan amounts totalling $2,878,306; of the 92 
assisted businesses, 31 were start-ups and 61 were expansions. Typically, the projects which have 
been assisted involve significant levels of private investment. However, they cannot finance all 
start-up or expansion needs with private funds due to private sector lending requirements. 

Repayments of the state's share of each loan are being returned to the state to be used for additional 
loans. At the end of F.Y. 1990, repayment of funds to the state (plus investment income) from all 
6 regions totalled $451,072. Those regions which have used their $1 million initial allocation will 
begin drawing on the repaid funds for additional loans. 

PROSPECI'S: 

All $12 million of initial state and McKnight Foundation funds will have been allocated by the start 
of the next biennium. Loan repayments during the biennium will permit further loans in each region 
but at a reduced level. 

2. Rural Investment Guide 

PROGRAM PURPOSE: 

Designed as a comprehensive analysis of rural Minnesota and a review of state rural development 
programs, the guide will be submitted to appropriate legislative committees as a resource for the 
formulation of rural development strategies and programs. 

PERFORMANCE: 

The board prepared and presented a first draft of the guide lo the 1990 Legislature. Regional public 
hearings were conducted in 6 rural Minnesota locations, to solicit ideas and reactions from an 
extremely involved rural citizenry. Their views are influencing the content of the final draft which 
represents an incorporation of citizen input and recommendations into the work of the board. The 
board is presenting the final draft to the 1991 Legislature. 

PROSPECI'S: 

The board anticipates annual updates and revisions in the guide to accommodate changes in rural 
Minnesota, accurate representation of the views of rural citizens, and the Legislative need for 
information on rural problems and opportunities. 

3. Rural Rehabilitation Pilot Project Program 

PROGRAM PURPOSE: 

Formation of innovative methods to achieve rural development and solve rural problems is the goal 
of this program. 

PERFORMANCE: 

Twelve rural citizens, appointed by local elected officials and serving in an advisory capacity to the 
Board, oversee funds for innovative rural development projects. A $500,000 legislative appropriation 
from the Rural Rehabilitation Revolving Fund will be used in each region according to locally 
established priorities. All funds will be awarded by the end of F.Y. 1991. 

PROSPECI'S: 

The effectiveness of the innovative methods which result from the pilot projects will be evaluated 
by the board during F.Y. 1992 - 1993. 

4. Community Needs Assessment Model 

PROGRAM PURPOSE: 

Due to the Community Development Division's extensive work with local government, business, and 
volunteer groups, it was recognized that many small communities need basic techniques and 
procedures to examine and act on local needs. The simple, straight-fOlward process embodied in the 
Community Needs Assessment Model will be organized so that much of the work can be done by 
the communities themselves in cooperation with the board. ' 
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The model was developed and tested with a $150,000 appropriation. By the end of F.Y. 1991, the 
model will have been tested in 15 small, rural communities so that the board can perform a thorough 
evaluation. This is the first time a model of its kind has been available to communities in rural 
Minnesota. 

PROSPECfS: 

By the start of the next biennium, the refined model will be made available for wide distribution to 
rural Minnesota communities. 

AGRICULTURAL AND ECONOMIC DEVELOPMENT: 

PROGRAM PURPOSE: 

The Agricultural and Economic Development Program was created by the 1987 Rural and Economic 
Development Act of 1987. Through the Agricultural and Economic Development account, the 
Agricultural and Economic Development Board administers the Agriculture Resource Project and 
the Small Business Development Loan Program. These programs make direct loans, participate in 
loans and purchase and guarantee loans utilizing tax-exempt revenue bonds issued by the board. 
Loan funds may be used for the acquisition of land, building and machinery for the development or 
expansion of agri-processing businesses and for fish and turkey production. The objective of the 
program is to strengthen and diversify the economic profiles of Minnesota's communities statewide, 
with particular emphasis in the rural areas, by stimulating employment and assisting in utilization, 
expansion, and diversification of Minnesota's agricultural products. This program is designed to 
meet the needs of larger businesses that require more funds than are available from other financial 
assistance programs. Typically, loans over $500,000 are made under this program. The Agricultural 
and Economic Development unit also administers the Opportunities Minnesota Incorporated (OMNI) 
Loan Program and the Capital Access Program. 

1. Opportunities Minnesota Incorporated (OMNI) Loan Program 

PROGRAM PURPOSE: 

This program provides loans, guaranteed by the U. S. Small Business Administration, to support the 
expansion or start-up of businesses. Projects must meet the federal objective to create or retain one 
job for every $35,000 of OMNI program assistance. 

PERFORMANCE/PROSPECfS/PLAN: 

F.Y. 1991 F.Y. 1992 F.Y. 1993 F.Y. 1994 F.Y. 1995 
OMNI funds approved $7,200 $7,200 $7,200 $7,200 $7,200 

(Federal) (OOO's) 
# of loans approved 22 20 20 20 20 
Private funds committed 

by businesses (OOO's) $11,800 $11,800 $11,800 $11,800 $11,800 

COMMUNITY AND NEIGHBORHOOD DEVELOPMENT ORGANIZATION: 

PROGRAM PURPOSE: 

The Community and Neighborhood Development Organization (CANDO) Program was a pilot 
program that provides leadership training and technical assistance to eligible citizen groups 
throughout Minnesota. The unit prepared a CANDO Resource Guide which details public and 
private available resources to community and neighborhood groups. The overall goal of the CANDO 
program was to mobilize community residents to participate in and contribute to community 
development at a grass roots level. 

PBRFC>RMANCE: 

All start-up activities including research, document preparation, and development of training tools, 
have been completed. The first edition of the CANDO Resource Guide was published and widely 
distributed during F.Y. 1991. 

GOVERNOR'S RECOMMENDATION: 

The Governor concurs with the agency's plan for this program. See the following decision pages for 
the specific recommended changes. 

PAGE 447 



AGENCY: 
PROGRAM: 

TRADE & ECONOMIC DEVELOPMENT 
COMMUNITY DEVELOPMENT 

ACTIVITY RESOURCE ALLOCATION: 

COMMUNITY DEVELOPMENT 
---------------------
TOTAL EXPENDITURES BY ACTIVITY 

DETAIL BY CATEGORY: 
----------------
STATE OPERATIONS 
LOCAL ASSISTANCE 
----------------
TOTAL EXPENDITURES BY CATEGORY 

SOURCES OF FINANCING: 
---------------------
DIRECT APPROPRIATIONS: 

GENERAL 
MN RESOURCES 

STATUTORY APPROPRIATIONS: 
PFA BOND FUND 
SPECIAL REVENUE 
FEDERAL 
RURAL REHABILITATION 
ENERGY ECONOMIC DEVL 

---------------
TOTAL FINANCING 

1992-1993 8 IE N NI AL 8 U D GET 
(DOLLARS IN THOUSANDS) 

Est. 
FY 1989 FY 1990 FY 1991 

47,119 100,247 120,086 

------ ----------- -----------
47,119 100,247 120,086 

4,594 
42,525 

47,119 

13,315 

96 
26,660 

2,056 
4,992 

47,119 

57,063 
43,184 

100,247 

20,020 
1,250 

50,860 
3,547 

24,570 

84.)619 
35,467 

120,086 

20,208 

76,714 
5,149 

18,015 

----------- -----------
100,247 120,086 

Adjusted 
Base 

47,491 

47,491 

12,947 
34,544 

FY 1992 

Agency 
Plan 

42,132 

42.>132 

12,587 
29,54.5 

Governor 
Recolnl1\. 

42,132 

42,132 

12,587 
29,545 

----------- ----------- -----------
47,491 42,132 42,132 

19,937 14,578 14,578 

8,234 8,234 8.)234 
924 924 924 

18.)396 18,396 18,396 

----------- ----------- -----------
47A91 42,132 42.)132 

Adjusted 
Base 

47,571 

47,.571 

13,527 
34,044 

FY 1993 

Agency 
Plan 

39,569 

39.)569 

13,167 
26,402 

Governor 
Recomm. 

39>~69 
----------------------

39,569 

13,167 
26.)402 

----------- ----------- -----------
47,571 39,569 39,569 

19,426 11,424 11,424 

9,027 9,027 9,027 
934 934 934 

18,184 18,184 18,184 

----------- ----------- -----------
47,571 39,569 39,569 
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AcnVTIY: 19n-93 Biennial Budget 
PROGRAM: Community Development 

AGENCY: Trade and Economic Development, Department of 

DECISION ITEM: General Fund Reductions 

Dollars in Thousands 
F.Y. 1992 F.Y. 1993 f..Y. 1994 F.Y. 1995 

AGENCY PLAN: 

Expenditures 
General Fund 

Reduce/Eliminate Debt s (1,003) s (2,006) s (2,006) s (2,006) 
Service Payments 

Eliminate Metro Parks (2,916) (2,916) (2,916) (2,916) 
Maintenance 

Phase Out URAP (1,507) (3,404) (5,904) (5,904) 

Eliminate St. Paul Depot Grant (500) -0- -0- -0-

Eliminate Grants for CDC's -0- (243) (243) (243) 

Eliminate CANDO Program (360) (360) (360) (360) 

Eliminate Grant to Minnesota (73) (73) (73) (73) 
Inventors' Congress 

Total Community Development s (6,359) s (9,002) $ (11,502) $ (11,502) 

Revenues 
General Fund s s s s 

GOVERNOR'S RECOMMENDATION: 

Expenditures 
General Fund s (6,359) s (9,002) $ (11,502) s (11,502) 

Revenues 
General Fund s s s s 

Requires statutory change: Yes X No 
Statutes Affected: 

ITEM SUMMARY: 

Throughout the division there are several programs which pass through monies for specific local 
projects. Among these programs are debt service payments for various Twin Cities parks, Twin 
Cities parks maintenance, community and neighborhood revitalization money specifically earmarked 
for Minneapolis, St. Paul and Duluth, and money for the St. Paul Depot reconstruction. 

The division is also responsible for pass-through money to several non-profit entities. Several of 
these groups target specific populations or types of business. Examples include the Community 
Development Corporations (CDC's), the Community and Neighborhood Development Organizations . 
(CANDO), the Minnesota Inventors' Congress and the High Tech Corridor. 

RATIONALE: 

Reduction of Specific Local Parks and Beautification Dollars: With the state facing a $1.2 billion 
shortfall, a decision was made to continue funding broader economic development projects that would 
help the entire state and not just specific communities. The state has not traditionally funded local 
projects. The metropolitan park. system may be eligible for other state funding through the 
department's outdoor recreation grant program. 

The Urban Revitalization Assistance Program (URAP) was designated through the 1987 Rural 
Development Act to specifically target money to Minneapolis, St. Paul and Duluth. Projects have 
been funding in F.Y. 1990 and F.Y. 1991. A phase-down of this program should begin in F.Y. 1992 
and F.Y. 1993 to allow for a reassessment of goals and objectives that have been met by those 
communities. 

Elimination of public subsidy for private non-profit groups: Private non-profit groups will need to 
re-examine alternative funding sources for continued subsidy. 
The Community Development Corporations targets businesses with five employees or less. The 
average loans are $10,000 per business and results of state investment are difficult to measure. 

The Community and Neighborhood Development Organizations were initiated as pilot programs to 
encourage residents to take greater leadership responsibility in shaping their communities and 
neighborhoods through community-based development organizations. The training manual and a class 
for selected pilot communities has been completed. Coordination and continuation of these 
programs should continue within the organizations to assess the success of this pilot program before 
continuing state subsidy. 

The Minnesota Inventor's Congress provides technical and information assistance to inventors from 
Minnesota and the surrounding area. Technology transfer has become the bench mark for rural 
development through the Greater Minnesota Corporation. Funds could be made available to the 
Inventors' Congress from the Greater Minnesota Corporation or the State University System. 

GOVERNOR'S RECOMMENDATION: 

The Governor concurs with the agency's plan. 
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Acr 19'12-93 Biemtlal Bud._ 
PROG~ .l: Community Development 

AGENCY: Trade and Economic Development, Department of 

DECISION ITEM: Economic Recovery Grants Increase 

AGENCY PLAN: 

Expenditures 
General Fund 

Revenues 
General Fund 

GOVERNOR'S RECOMMENDATION: 

Expenditures 
General Fund 

Revenues 
General Fund 

Requires statutocy change: 
Statutes Affected: 

ITEM SUMMARY: 

Yes 

F.Y. 1992 

$ 1,000 

$ 

$ 1,000 

$ 

X 

Dollars in Thousands 
F.Y. 1993 F.Y. 1994 

$ 1,000 $ 1,000 

$ $ 

$ 1,000 $ 1,000 

$ $ 

No 

F.Y. 1995 

$ 1,000 

$ 

$ 1,000 

$ 

Economic recovery grants are the only direct monetary tool for the department to retain or create 
jobs, stimulate private investment and to increase the tax base. Grants are made to local units of 
government and Indian reservations to be used for business loans and/or public improvements need 
lo retain and attract growing companies. 

RATIONALE: 

In an effort to assist communities statewide in meeting immediate economic development needs, 
funding for economic recovery grants should be increased. These funds are available to any 
Minnesota community that can demonstrate a job related economic need and a willingness to 
contribute to meeting that need. Grants are made to the local government or Indian reservations, 
which in tum can provide loans to retain an expanding business or attract new businesses. The loans 
are then repaid to the local government or Indian reservations by the borrower. The Joans may then 
be placed in a revolving loan fund for future economic development by the community. 

Emphasis will remain on the creation of new jobs through expansion of existing Minnesota companies 
and the establishment of new businesses to maintain our regional competitive advantage. 

GOVERNOR'S RECOMMENDATION: 

The Governor concurs with the agency's plan. 
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PROGRAM PURPOSFJPERFORMANCFJPROSPECTS: 

The Minnesota Trade Office (MTO) is the export and foreign investment development division of the 
Department of Trade and Economic Development. 

The mission of the Minnesota Trade Office is to serve as the state's primary advocate and lead provider of 
services, events and projects which promote and assist in the development of business exports and foreign 
investment which have the most positive impact on the Minnesota economy. Business export development is 
carried out by providing small to mid-size Minnesota businesses with coordinated basic and specialized foreign 
export training, infonnation, financial assistance and counseling. Foreign investment is carried out by 
identifying foreign investment opportunities and facilitating their development in cooperation with the Business 
Development and Analysis Division. 

The MTO strives to achieve its mission by pursuing the following objectives: 

1. increase Minnesota business awareness of export trade, available trade assistance and knowledge of export 
trade opportunities; 

2. improve Minnesota business export-related knowledge, skills and abilities; 

3. improve and enhance Minnesota business access to foreign market information and export assistance; 

4. remove financial barriers to potentially successful foreign trade opportunities; and 

5. expand foreign investment promotion efforts. 

Progress towards these objectives is realized through the services provided by the MTO's Export Outreach and 
Education (OEO) program and International Marketing and Investment (IMI) program. 
According to national statistics, Minnesota's performance in national manufactured export rankings has been 
successful. The state's ranking among all states has risen from 20th to 16th during the period from 1983 to 
the present. In addition to MTO programs, many factors have contributed to this improved ranking including 
the quality of Minnesota manufactured goods, progressive state trade policies, aggressive internationally visible 
trade promotion by state policy leaders and increased awareness of the value of international trade in expanding 
export markets. 

With the assistance of the Urban Institute, the MTO began surveying sample groups of its Minnesota business 
clients to quantitatively and qualitatively measure the effectiveness and results of its services this past biennium. 
Nearly 600 Minnesota finns receiving a cross-section of MTO services were surveyed in 1989. 

In summary, the Urban Institute survey reflects: 

1111 Nearly 50% of the responding firms reported achieving an export-related result (e.g., increased pre-export 
activity, increased export sales, exports to new countries, increased export-related employment, and signed 
license or joint-venture agreements) after receiving MTO services; and 

1111 Nearly one-third, 29%, reported increased export sales after receiving MTO services. The total value of 
increased export sales reports by surveyed finns, alone, grew between $19.3 million to $69.7 million, a 
range substantially in excess of the MTO's annual budget of $2.3 million. 

The results of this survey guided the MTO in its recent reorganization and are referenced throughout the 
following perfonnance and prospect evaluations of the Export Outreach and Education and International 
Marketing and Investment programs. 

EXPORT OUTREACH AND EDUCATION (EOE) PROGRAM: 

The objectives of the Export Outreach and Education program are to: increase Minnesota business awareness 
of export trade, available trade assistance and knowledge of export trade opportunities; and to improve 
Minnesota business export-related knowledge, skills and abilities. Achievement of these objectives are required 
precursors to successful export trade for new-to-export companies, as well as long-term expansion of trade 
among existing Minnesota exporters. The major EOE service components which address these objectives are 
outreach to increase export awareness, export training, trade infonnation (international library) and one-on-one 
counseling. 

The following is an evaluation of the perfonnance of each of these EOE service components and their future 
prospects. 

1. Increased E~rt Awareness 

Awareness of international trade opportunities and available trade assistance are necessary for successful trade 
exploration and development for the new-to-export business. In F.Y. 1990, the MTO reorganized its programs 
in order to further maximize statewide business awareness of international trade opportunities, export trade 
options and export services available from the MTO and other service providers. Actions undertaken in F. Y. 
1990 included: 

11 increasing staff resources for export outreach and education to heighten trade awareness among a greater 
number of businesses and business intermediaries (chambers of commerce and development groups) and 
conducting export training and development programs statewide; 

1111 creating and extensively promoting the services and resources available in an expanded and more 
comprehensive international trade library; 

1111 creating, publishing and distributing a monthly statewide international trade calendar announcing 
MTG-sponsored and co-sponsored training and development seminars, workshops, trade shows and trade 
missions; 

1111 entering a cooperative effort with the Minneapolis/Hennepin County International Trade Office to collect 
and prepare materials for international business service directories which identify private sector vendors 
of international trade services; and 

1111 researching and preparing for high-profile trade-related meetings between trade delegations accompanying 
President Gorbachev and Chairman Alexander Dubcek and Minnesota businesses. 

The promotional international awareness value of these activities, coupled with major international events such 
as the political and economic changes internationally, has resulted in: 

11 a 90% increase (approximately 3,400 to 6,800) in the number of firms and individuals expressing an 
interest in international trade and receiving a monthly calendar of MTO events; 

1111 a 254% increase (141 to 500+) in the number of monthly users of international trade data in the MTO's 
international library; 

1111 approximately 2,900 attendees to 54 MTG-sponsored and co-sponsored trade development workshops, 
seminars and training sessions; and 

1111 approximately 2,640 trade-related business inquiries received and responded to by MTO staff. 

Nearly one-third of Minnesota finns possessing export potential are located in rural Minnesota. The remaining 
two-thirds are located in the metropolitan area. Twenty-eight percent of the MTO's clients are located in rural 
Minnesota. Seventy-two percent are located in the metropolitan area. It is a high priority of the MTO to 
serve a client base which reflects the geographic dispersion of export potential finns throughout the State. To 
accelerate achievement of this objective, while maintaining current levels of service, EOE trade representatives 
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have increased the number and frequency of rural Minnesota promotional and training activities, working in 
tandem with local Small Business Development Centers (SBDCs) and chambers of commerce. Working 
partnerships with these and other local groups have been and are being developed to obtain input at local levels 
on the kinds of export information and services needed by the business community. 

2. Improved Minnesota Business Export-Related Knowledge, Skills and Abilities 

• Export Seminars/Workshop Training: Once aware of their opportunity to export, the EOE program is 
structured to increase a firm's export-related knowledge, skills and abilities through formal basic export 
training seminars and workshops. The past fiscal year has marked a significant increase in the number, 
quality and benefit of formal export-related training programs. Approximately 2,900 individuals attended 
54 MTO-sponsored and co-sponsored trade development workshops, seminars and training sessions in F. Y. 
1990. The Urban Institute results indicate that of the businesses surveyed: 

• 81 % rated the seminars/workshops as good to excellent, based on timeHne:ss, relevance/accuracy and 
professionalism; 

• 66% indicated that all services, including training, contributed to increasing their pre-export activities; 
and 

• 70% reporting an export-related result indicated that seminars/workshops contributed to their result 
(e.g., increased pre-export activity, exports to new countries, increased export sales, increased 
export-related employment and signed license or joint-venture agreements). 

While approximately 20% of Minnesota's manufacturers are currently exporting, rising demands for pre-export 
training is reflected by an approximately 52 % increase in training workshop attendees. 

In order to meet this growing demand, and also maintain quality, the prospects for EOE's training component 
require continual exploration of ways to creatively delivery quality service. EOE is currently exploring the 
feasibility of two-way tele-conferencing capabilities that will allow the office to reach luger, more dispersed 
audiences. The MTO has also expanded efforts to leverage resources by increasing efforts to work in 
conjunction with other trade service providers and business associations; increasing reliance on external experts 
for topical workshops; and increasing our sophistication in targeting training to Minnesota businesses depending 
on their export status, location and product. 

International Library: A cornerstone component of the EOE program to improve business export-related 
knowledge is the export information and assistance available to Minnesota fim1s in the International Library. 
Urban Institute results indicate that 90% of the businesses surveyed ranked the International Library service 
as good to excellent, based on timeliness, relevance/accuracy and professionalism in F.Y. 1990. Reopened 
in March 1990, the International Library has now witnessed an increase of 254 % over the previous year in 
monthly users (141 to 500+). As an established repository for state international trade information, the library 
information budget has been supplemented by trade, cultural and market information sources by the public and 
private sector. A full-time international librarian has been hired to complete the reorganization of the facility, 
identify needed information sources and insure that they are up-to-date. As a satellite of the department 
library, the MTO International Library has electronic access to national sources of trade information. It is a 
high priority of the MTO to obtain access to national trade information being assembled by the U.S. 
Department of Commerce on compact disk for dissemination to the business community. 

One-on-One Export Counseling: The export sUi~us (e.g., never exported, new-to-export, seasoned exporter) 
of Minnesota firms determines the appropriateness of the variety of training and development events sponsored 
by the MTO and/or available from other service providers. Through one-on-one client counseling, MTO staff 
assess a client's needs and recommend possible courses of action ranging from responding to a single 

information need and facilitating referrals where appropriate to counseling clients on the development of an 
effective export strategy. 

In F. Y. 1990, the MTO staff received, recorded and responded to approximately 2,640 businesses requiring 
individual assistance. 80% of the surveyed firms ranked the quality of this service as good to excellent. 
Nearly two-thirds (64 % ) of those reporting an export-related result, indicated that export counseling contributed 
to their result. 

In order to achieve greater effectiveness and efficiencies in the delivery of counseling assistance, the client 
intake-assessment has been modified to improve internal referrals of clients to appropriate MTO services. In 
addition, internal client information hard file systems have been developed to supplement the existing electronic 
database. On-going evaluation of these systems will be conducted in order to insure optimum client service 
tum-around time; minimize any duplication of effort; and continually improve internal client communications. 

INTERNATIONAL MARKETING AND INVES1MENT PROGRAM: 

Once a firm has received sufficient information to make a decision to export, EOE staff refer them to the 
International Marketing and Investment program. IMI staff provide individualized assistance on specific export 
opportunities through targeted international marketing information and trade events. The major service 
components of the IMI program are: export-related information; catalog shows, trade shows and trade 
missions; foreign offices; agent/distributor lists; introductions to foreign buyers; the Minnesota Export Finance 
Authority (MEFA); and foreign investment assistance. 

These services are designed to address the MTO objectives of: improved and enhanced Minnesota business 
access to foreign market information and export assistance; removal of financial barriers to potentially 
successful foreign trade opportunities; and expansion of foreign investment promotion efforts. 

The following is an evaluation of the service components of IMI and their future prospects. 

1. Improved and Enhanced Minnesota Business Access to Foreign Marketing Information and Export 
Assistance 

Export-Related Information (Publications and Trade Leads): During the past biennium, the MTO organized, 
collected data and published trade directories of Minnesota agriculture, medical and electronics businesses. 
Of the businesses surveyed, 83 % rated MTO publications as good to excellent. Of those businesses achieving 
an export-related result, 63 % indicated that MTO publications made a contribution to their result. 

In a continuing effort to leverage private resources, the medical and electronics directories have now been spun 
off to the private sector. Demand for the agriculture directory and emerging industries, such as pollution 
control manufacturers, continues because comparable collections of this lcind of Minnesota trade data do not 
exist. IMI will continue to target needed directories for under-exporting Minnesota industries, with the intent 
to spin them off to the private sector. 

A recent MTO assessment indicated that MTO resource expenditures required to search and disseminate trade 
leads have achieved some positive results. Urban Institute results indicate that 57% of the businesses surveyed 
rated this service as good to excellent; 50% achieving an export-result attributed some contribution to the trade 
lead service offered by the MTO. 

The MTO is pursuing the prospect of more cost-effective methods in providing quality trade lead information 
to Minnesota businesses, including: 

• using exclusive trade leads from Minnesota overseas foreign offices and by making those offices more 
proactive; 

• training businesses on how to review and respond to trade leads distributed by the U.S. Department of 
Commerce; and 

• exploring other sources of quality trade leads. 
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Catalog Shows, Trade Shows and Trade Missions: Participation in these events provides excellent 
opportunities for Minnesota companies to promote their products to foreign buyers. Through catalog shows, 
an IMI staff person can undertake preliminary market introduction for selected Minnesota companies. 
Organized trade show participation gives Minnesota businesses an opportunity to reach a large number of 
potential buyers. Trade missions also provide focused opportunities for selected Minnesota companies to me.et 
with buyers. 

In F. Y. 1990, 189 Minnesota companies participated in !MI-organized foreign shows and missions. These 
events provided Minnesota companies with an opportunity to gain experience in international mJ!rketing in a 
supportive and supervised activity and opportunities to meet directly with prospective agents and distributors. 
Survey results (77-89%) rated these services as good to excellent. Of those firms reporting increased sales 
and exports to new countries, 52 % indicated that these and other services made some contribution to their 
export results. 

Based on the success of these activities, IMI will plan lo participate in targeted external activities that support 
MTO objectives in our focus countries and target industries. Several activities are planned internationally in 
the pollution control area, agriculture and in the medical industry. With the legislative financial support of 
$50,000 per year for the Canadian program and the recent opening of the office in Toronto in cooperation with 
the Great Lakes Association of Governors, broader industry promotions are planned for Canada in F. Y. 1991 
than were possible in previous years. 

Foreign Offices: MTO foreign offices earned high marks by our clients in the Urban Institute survey for 
professional and timely service to Minnesota client companies (79% good to excellent). These offices served 
65 I clients in F. Y. 1990. Foreign offices are critical in providing local business contacts, agent/distributor 
lists and current market information. They are also able to provide on-the-spot in-country service to traveling 
Minnesota company representatives. 

During F.Y. 1990, the MTO expanded its private sector-supported foreign offices and currently maintains 10 
foreign offices in target countries around the world on a very cost-effective partnership basis in all locations. 
Total MTO contributions are $203,000 for offices valued at approximately $550,000. ($203,000 - MTO and 
$347,000 - partnerships = $550,000.) The State of Illinois, for example, expends approximately $1 million, 
alone, for its office in Brussels. The MTO offices are currently located in: London, Stockholm, Oslo, 
Brussels, Rennes, Osaka, Tokyo, Taipei, Costa Rica and Toronto. No other changes are planned for expansion 
or within current offices. 

Agent/Distributor Lists: Successfully matching a Minnesota company with a foreign agent or distributor is 
the final step in successful pre-export service; the next step is an actual export sale. IMI provided Ibis 
matchmaking service to 68 Minnesota companies in F. Y. 1990. Sixty-three percent of the businesses surveyed 
ranked this service as good to excellent. IMI international trade reps plan to increase their resource networks 
in targeted international markets through our foreign offices to identify those who can provide in-country 
assistance with the identification of reliable local agents and distributors for Minnesota client companies. This 
is an extremely important service of the MTO, as good agents and distributors, identified by MTO foreign 
offices, are critical to the success of international marketing efforts. 

Introduction to Foreign Buyers: The MTO bas facilitated and participated in an increasing number of foreign 
delegation visits and introductions lo Minnesota business. (22 delegations in F. Y. 1990; 22 delegations during 
the first quarter of F. Y. 1991.) Of those firms reporting an export result, 38% indicated that their introduction 
lo foreign buyers by MTO staff contributed to their result (e.g., increased export sales). 

Historically, resource demands for incoming delegations has typically required 25 % of the time of 4 department 
staff members (the MTO, the Communications Office, the Administration Division and the Business 
Development and Analysis Division). To capitalize on the export benefits of the increasing number of these 

visits, the MTO is exploring ways to consolidate this activity as a specific staff functi<., 
coordination with externally generated sources of delegation visits. 

2. Removal of Financial Barriers lo Potentially Successful Trade Opportunities 

improve 

Minnesota Export Finance Authority (MEFA): The Minnesota Export Finance Authority, a service component 
of IMI, is the MTO's vehicle for providing Minnesota firms with export finance assistance. Applications for 
MEFA guarantees are reviewed by MEFA board members which are appointed to staggered four-year terms 
by the Governor and approved by the Senate. 

Access to export financing options and technical counseling continues to be a significant need for small 
exporters. Due to the savings and loan crisis, traditional sources of bank financing for exports are likely to 
be reduced in the coming biennium. Through MEFA, the MTO expects to offer continued support to 
businesses in obtaining financing through working capital guarantees as well as appropriate federal financing 
sources. Eighty-one percent of surveyed businesses rate financial counseling as good to excellent. The actual 
financing provided by MEFA also received a good to excellent rating of 71 %. The MTO plans to amend 
certain MEFA rules to make the working capital guarantee program more responsive to business needs. 

Also, the need for technical financing counseling is expected to grow, particularly in barter/counter-trade and 
joint venture financing. The MTO will enhance expertise levels in these areas to maintain competent financial 
service and assistance. 

3. Expanded Foreign Investment Promotion Efforts 

With the exception of Canadian investment, Minnesota is under represented in its attraction of foreign 
investment to the State. A well-qualified foreign investment prospect is a company that is seriously 
considering an expansion into Minnesota, is well established in its own and other markets and whose expansion 
into Minnesota will have a positive economic impact on the State. Two well-qualified foreign investment 
prospects were added lo our portfolio of foreign prospects during F. Y. 1990 and continued efforts to expand 
our investment attraction efforts are being undertaken. 

Prospects are routinely served by IMI staff in the MTO, and Business Development and Analysis Divisions. 
The MTO has primary responsibility for identifying new prospects and developing external promotions. The 
most effective promotional activities are seminars held in target countries to inform companies of the benefits 
of locating in Minnesota. Regular, long-term follow-up is also essential, given the relatively long 
decision-making time associated with investment attraction. 

Tue MTO will continue building the state's resource networks through our foreign offices for investment 
promotion with individuals and organizations that can make company referrals to Minnesota. The promotional 
brochures and Profile Minnesota video will be used extensively. 

PLAN: 

Building upon the reorganized MTO as a base, achievement of the EOE and IMI program prospects outlined 
above will require continued development and reliance upon: 

1111 private and public sector partnerships to increase export awareness; 

111 private and public sector partnerships to achieve optimal service delivery economies to increase Minnesota 
business export-related knowledge through training workshops and seminars which reach a greater audience 
(e.g., via two-way tele-conferencing); 

111 local development organizations to obtain input on the kinds of export information and services needed by 
their business communities; 

11 leveraging private sector resources in developing needed business directories which identify Minnesota 
product manufacturers for foreign buyers; 
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111 leveraging private sector resources to maintain the state's network of foreign offices which provide a 
critical overseas presence and access to vital trade information (e.g., agent/distributors); 

111 greater internal capabilities in identifying a business'• export status, location and product to enhance the 
targeting and delivery of needed export assistance and services; and 

111 continued acquisition and monitoring of MTO client feedback to guide resource allocations, service 
modifications and related staff development. 

GOVERNOR'S RECOMMENDATION: 

The Governor concurs with the agency's plan for this program. See the following decision page for the 
specific recommended changes. 
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1992-1993 8 IE N NI AL BUDGET 
(DOLLARS IN THOUSANDS) 

AGENCY: 
PROGRAM: 

TRADE & ECONOMIC DEVELOPMENT 
MN TRADE OFFICE 

ACTIVITY RESOURCE ALLOCATION: 

MN TRADE OFFICE 

---------------
TOTAL EXPENDITURES BY ACTIVITY 

DETAIL BY CATEGORY: 

FY 1989 

2,042 

2i,042 

FY 1990 

2,350 

2,350 

Es-t. 
FY 1991 

2,347 

2,347 

STATE OPERATIONS 2,042 2,350 2,267 
80 LOCAL ASSISTANCE 

----------------------------------- ----------- -----------
TOTAL EXPENDITURES BY CATEGORY 2,042 2,350 2,347 

SOURCES Of FINANCING: 

DIRECT APPROPRIATIONS: 
GENERAL 2,025 2,213 2,324 

STATUTORY APPROPRIATIONS: 
SPECIAL REVENUE 17 137 23 

--------------- ----------- ----------- -----------
TOTAL FINANCING 2>042 2,350 2,347 

Adjus"ted 

Base 

2,349 

2,349 

FY 1992 

Agency 

P1an 

2,149 

2i,l49 

Governor 
Recomin. 

2,149 

2,149 

2,299 2,149 2,149 
50 

----- ----------- -----------
2,349 2,149 2,149 

2,326 2,126 2,126 

23 23 23 

----- ----------- -----------
2,349 2,149 2,149 

AdiUS"ted 

Base 

2,358 

2,358 

FY 1993 

Agency 
P1an 

2,158 

2,158 

Governor 
Recorr.m. 

2,158 

2i,l58 

2,308 2,158 2,158 
50 

----- ----------- -----------
2,358 2,158 2,158 

2,335 2,135 

23 23 

----- -----------
2,358 2,158 

2,135 

23 
::::::::::::::::::::;:: 

2,158 
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DECISION ITEM: General Fund Reductions 

Dollars in Thousands 
F.Y. 1992 F.Y. 1993 F.Y. 1994 F.Y. 1995 

AGENCY PLAN: 

F.xpenditures 
General Fund 

Eliminate Cultural and $ (50) $ (50) $ (50) $ (50) 
Exchange Grants Program 

Eliminate Two Foreign Offices (105) (105) (105) (105) 

Reduce MN Trade Office (45) (45) (45) (45) 
Operations 

Total MN Trade Office $ (200) $ (200) $ (200) $ (200) 

Revenues 
General Fund $ $ $ $ 

GOVERNOR'S RECOMMENDATION: 

Expenditures 
General Fund $ (200) $ (200) $ (200) $ (200) 

Revcoucs 
General Fund $ $ $ $ 

Requires statutory change: Yes X No 
Statutes Affected: 

ITEM SUMMARY: 

The Minnesota Trade Office is continually seeking internal efficiencies to maintain and enhance client 
services, while meeting budget constraints. 

The Minnesota Trade Office currently funds ~ultural and educational exchange grants through a state 
match program with private non-profit organizations. The match requires three dollars raised for 
every one state dollar. The projects typically funded would attempt to lead to cultural ties to 
promote long-term trading relations. 

The Minnesota Trade Office also has several trade offices located around the world. To date, the 
trade offices in other countries have been seemingly passive in trade representation, rather than 
proactive. The department recommends closing the trade offices in Taiwan and Brittany. 

RATIONALE: 

Part of the reduction in the Minnesota Trade Office reflects efficiencies and operations reductions 
such as printing and publications. The office is currently examining the charging of fees for several 
of the services it provides. 

The Cultural and Education Grants Program was funded in F.Y. 1991. The department will attempt 
to define the success of the program to date before further state match is provided. 

The department proposes the development of a five-year trade plan by the Minnesota Trade Office 
to focus and direct Minnesota's foreign trade activities. Closing of the two offices will result in 
budgetary savings while representation can be accomplished through auxiliary efforts. 

GOVERNOR'S RECOMMENDATION: 

The Governor concurs with the agency's plan. 
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PROGRAM: Office of Tourism 1992-93 Biermial Budget 
Agency: Trade and Economic Development, Department of 

PROGRAM PURPOSE: 

The Office or Tourism'a primary purpose is lo generate travel and tourism into the state, to provide 
information to travelers and to provide support services for the state's communities and tourism industry with 
the objective of increasing gross sales and market share. The office is divided into 3 major service areas: 
Administrative Services, Customer Services and Marketing Services. 

Tourism Administrative Services 

The Administrative Services area is comprised of 2 units: the Office of the Director the Administrative 
Services Unit. These units coordinate the Office or Tourism's management and support services. In addition, 
multi-state marketing initiatives are the responsibilities of these units, including the Great Lakes, Mississippi 
River and Provincial programs encompassing 3 provinces and 17 states. 

The major responsibilities are designed to: 

111 Plan and coordinate fiscal, personnel and administrative systems of the office to ensure compliance with 
state and federal laws, rules, policies and guidelines. 

111 Distribute printed materials dealing with travel in Minnesota. 

1111 Develop programs and initiatives that address travel and tourism industry needs. 

111 Leverage human and financial resources through multi-stale agreements. 

111 Develop methods and approaches to coordinate all 16 locations currently operated by the Office of Tourism. 

111 Develop cohesive office programs through implementation of a S year strategic plan. 

1111 Coordinate programs of marketing services and customer services. 

1111 Represent and articulate Minnesota's positions with national and international travel organizations. 

1111 Establish policy and procedures that ensure improved productivity. 

Tourism Customer Services 

This program covers 3 areas of the Office of Tourism: 1) Minnesota Industry Services, 2) Travel Trade 
Services and 3) Travel Information Services. Each unit represents a specific clientele of the office. The 
Minnesota Industry Services provides programs and contact with the businesses and organizations that make 
up the Minnesota travel industry. The Travel Trade Services provides programs and services to businesses 
that sell travel products as brokers, i.e., tour operators, travel agents and meeting planners, both in North 
America and other parts of the world. The Travel Information Services unit provides detailed travel planning 
and literature for consumers by phone, mail or in person. 

Basic areas of responsibility are designed lo: 

1111 Develop, monitor and administer joint venture funding programs. 

11111 Act as primacy contact and facilitator for the state's travel industry through regional offices in Duluth, 
Brainerd, Thief River Falls, Mankato and St. Paul for access lo state programs. 

1111 Develop and coordinate educational opportunities for the travel industry and the Tourism Center at the 
University of Minnesota. 

111 Market Minnesota's travel products lo take advantage of the growing markets for group tours, meetings 
and conventions and international travel. 

111 Develop additional new travel receipts by including new tours or extending existing tours. 

111 Provide direct access to information about Minnesota's public and private travel opportunities through an 
extensive computer/phone system as well at 12 sites located at strategic points in Minnesota. 

11 Market Minnesota through sales opportunities presented at various trade and consumer shows. 

Tourism Marketing Services 

This program covers 3 areas: 1) Advertising and Public Relations, 2) Research and Computer Services and 
3) Creative Services. 

The program's basic areas of responsibility are designed to: 

1111 Generate greater visibility for travel opportunities available in Minnesota. 

1111 Maximize advertising budgets to generate inquiries for travel information. 

111 Generate private-sector partnerships that leverage public funds to support travel and tourism marketing 
initiatives. 

111 Create and utilize technologies for the conveyance of travel information. 

1111 Identify and prioritize travel industry needs in the areas of marketing. 

1111 Track all marketing ventures and provide feedback and analysis of effectiveness. 

1111 Monitor changes in the travel industry including market trends, consumer behavior and economic impact. 

1111 Provide high quality efficient services to the office in the areas of computer systems needs. 

111 Produce high quality travel information for all customer groups. 

111 Produce the Minnesota Explorer newspaper. 

1111 Develop customized materials to meet specific needs. 

111 Produce and provide film, slide and other audio-visual services to the office as well as extended customer 
groups. 

PERFORMANCE: 

Tourism Administrative Services 

The office has traditionally used industry gross sales figures as indicators of performance. Under the current 
set of prerequisites for the biennial budget, most 1992-93 biennial budget performance indicators will be 
stagnate even if no major fuel disruption occurs. 
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Office of Tourism 
,lion) 

PROGRA~· 
(Cc 

Agem .. .,. Trade and Economic Development, Department of 

Lodging 
Food and Beverage 
Amusement and Recreation 

Minnesota Gross Sales 
(Millions) 

F.Y. 1989 
$614.8 

$2,755.0 
$514.8 

F.Y. 1990 
$639.4 

$2,865.2 
$53.S.4 

F.Y. 1991 
$665.0 

$2,979.8 
$556.8 

1992-9J Biennial Budget 

F.Y. 1992 
$665.0 

$2,979.8 
$556.8 

F.Y. 1993 
$665.0 

$2,979.8 
$556.8 

The office began collecting data over the past 18 months in a different way and will be implementing 
performance indicator changes during the biennium. The shift will measure performance based on market 
share and sales figure indicators. An example of new performance indicators is as follows: 

North Central United States Market Share(%) 

Example Only 
Iowa (Growth Market) 
North Dakota (Maintenance Market) 

F.Y. 1989 
13.l 
33.6 

F.Y. 1990 
13.3 
33.6 

F.Y. 1991 
13 . .S 
33.6 

F.Y. 1992 
14.2 
33.6 

F.Y. 1993 
14.6 
33.6 

This example allows us to set goals to maintain or expand our market share if funds are available. Each 
percentage point represents -x- thousands of people travelling and will provide for a much more accurate 
measurement for tourism programs. 

Tourism Customer Services 

The tourism industry in Minnesota includes more than 6,000 businesses, a significant number of which enter 
and withdraw from the market each year. The bed and breakfast industry has been expanding for a number 
of years while the number of resorts continues to decline. The number of rooms and overall capacity within 
the lodging industry, however, continues to grow. Gross lodging sales have increased from $192 million in 
1973 to $591 million in 1988. The number of lodging establishments decreased from 3,956 in 1973 to 2,663 
in 1988. Attractions grew from $185 million in sales for 1973 to $495 million in 1988 while the number of 
establishments has increased only from 2,125 to 2,129. Sales for food and beverage establishments have 
correspondingly risen from $752 million to $2,648 million and the number of establishments from 7,580 to 
8,257 (Source: Minnesota Department of Revenue). Other areas of the industry are experiencing similar trends 
as a result of deregulation and other factors. Office of Tourism staffing to address the development function 
was added in September, 1990 and this year will provide a base level for determining future performance. 

The group tour industry is big business. The economic impact of group tours in North America for 1988 was 
over $12.7 billion. In Minnesota, the impact exceeded $23.8 million, a growth of 35% since 1985. Each bus 
tour staying over night in a community spends an average of $3,500, which indicates the potential economic 
impact group tours could bring to Minnesota. 

1988 marked the third consecutive year of increased overseas visitation to the United States. Total visitors 
rose from 10.5 million in 1987 to 12 . .S million in 1988. Growth in overseas visitors to Minnesota has also 
increased steadily since 1983, with a current market share of 2.7% of all visitors to the U.S. The average 
expenditure per international visitor to Minnesota is $1,271. Although it is difficult to determine the exact 
number of meeting and convention attendees to the state, the economic impact is significant. A survey 
conducted by the International Association of Convention and Visitors Bureau revealed that each conven­
tion/trade show attendee spends an average of $660.57 in the host community. Furthermore, meeting and 
convention visitors can be converted to leisure travelers in Minnesota. 

The total number of customers served by the Office of Tourism continued to expand through the 1980's. 
Significant customer contact increased to the point where we looked for alternative servicing methods while 
working within funding limitations. In 1990 we delivered the Minnesota Explorer to 91 % of all Minnesota 

households rather than soliciting inquiries. The strategy worked in that we maintained non-resid1' 

,ut had a sharp drop in Minnesota inquiries, thus reaching many more people for the same amo, 
,quiries 

funds. 

Number of mail/phone inquiries 
Number of customer visits 
Total 

Contacts Made (In Thousands) 

F.Y. 1989 
640 
467 

7;W1 

F.Y. 1990 
4266 
479 
~ 

F.Y. 1991 
53.S 
498 

' 1,033 

F.Y. 1992 
556 
518 

1,074 

F.Y. 1993 
579 
539 

---.:iii 
• Plus an additional LS million Explorers distributed without inquiry to 91 % of Minnesota households. 

Tourism Marketing Services 

Maximizing the number of inquiries for the lowest cost per inquiry is a primary measurement of results. 

Cost per inquiry 
F.Y. 1989 

$1.63 
F.Y. 1990 

$.74 
F.Y. 1991 

$1.79 
F.Y. 1992 

$1.97 
F.Y. 1993 

$2.17 

There is, however, a direct relationship between funds available and the cost of generating each inquiry, and 
we must take into account the point of diminishing return where we can get more inquiries but the cost per 
inquiry will go up. 

Computer applications have allowed us to expand services and be more efficient in tracking and monitoring 
efforts. Fully integrating a computer system in all 16 locations will allow us to continue to maximize staff 
and financial resources to major clients. 

Customer feedback and follow-up surveys convincingly show the Minnesota Explorer to be a highly regarded 
publication and unit costs remain very low, (under $.20) However, overall postage costs continue to increase. 

Key to any of these marketing strategies is the ability to produce and distribute publications in a timely manner 
closely tied to advertising schedules and staffing for responses. 

PROSPECTS: 

Tourism Administrative Services 

Following an 18 month internal strategic planning process, the office now develops programs and concepts 
in a structure that meets its overall objectives. By structuring the office around 2 primary services, marketing 
services and customer services, we meet the needs of the travel industry in the 1990's. The key here is to 
maximize resources. 

Minnesota's competitive position relative to other states in tourism marketing has been slipping for the last 4 
years to where Minnesota now ranks in the lower third of the 50 states. Flexibility will be the key to maintain 
market share. In addition, coordination of marketing resources will play a significant role. Greater 
cooperative programs need to be developed with all agencies that relate to tourism, especially various programs 
of the Departments of Natural Resources and Transportation, the Historical Society, the State Arts Board and 
others. 

If investments cannot be increased, Minnesota's tourism industry will find it difficult to remain competitive, 
especially with projected bleak economic conditions over the next few years. Of greater concern are the 
potential disruption in fuel availability and fuel price increases. Since 80% of Minnesota's multi-billion dollar 
travel industry is dependent on automobile transportation, a major shift in fuel allocations could have a very 
devastating impact on thousands of businesses, especially in rural Minnesota. In such an event, the Office of 
Tourism would shift programs to ens•m~, that fuel is available for travel and focus the marketing to Minnesota 
and bordering states to minimize the negative impacts. A similar program implemented during the 1973-
1974 oil embargo was very successful. 
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PROGRAM: Office of Tourism 
(Continuation) 

Agency: Trade and Economic Development, Department of 

Tourism Customer Services 

1992-93 Biemual Budget 

Expanding technology and more effective staffing in information centers may allow us to maintain our current 
level of services. All of these areas would be altered with sharp spikes in the price of fuel or its availability. 
Continuing demands to improve local marketing activities will add more pressure to a staff that is already at 
capacity, especially in coverage and services in southern Minnesota. Developing and enhancing partnerships 
with other state agencies will be key to maintaining services at the present level within budgetary constraints. 

Tourism Marketing Services 

Developing a greater understanding of markets through research and quantitative data collection and moving 
to market share evaluation should position Tourism better in the years ahead. In addition, consumer research 
on publications will allow us to refocus on customer information needs. By 1992 the prospect is to develop 
comprehensive and effective data bases which allow the office to reduce dependence on printed materials. 

The ability to create new and enhance current information systems will be the Jcey to gaining competitive 
advantage over other states. The accessibility to the Statewide Telecommunications Access and Routing System 
(STARS) network is critical to our long-term systems development and to creating information systems and 
services in the area of vacancy reporting and lead sharing with the industry. 

PLAN: 

Tourism Administrative Services 

Focus will be placed on further integration of the office and industry's strategic plans and on greater utilization 
of existing resources, especially in the customer service areas of the office. The office will continue 
applications of new technology to provide travel information to the public. With the improvements 
implemented in the last 18 months, the current structure of the office is reflected in this BASE level funding 
request. 

Tourism Customer Services 

BASE level funding with no reallocation change is being requested under this area. With the potential for very 
rapid change in the travel industry, the entire customer service group needs to be ready to respond, but at the 
present, a reallocation to one group would seriously detract from meeting the overall agency and office 
objectives. 

Tourism Marketing Services 

There are no reallocation changes presented as part of this plan. The request is for BASE level funding based 
on a 5 year strategic plan. 

GOVERNOR'S RECOMMENDATION: 

The Governor concurs with the agency's plan for this program. See the following decision page for the 
specific recommended changes. 
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ACllVHY: 1992-93 Jlicnnial Budget 
PROGRAM: Office of Tourism 

AGENCY: Trade and Economic Development, Department of 

DECISION fll~M: General Fund Reductions 

Dollars in Thousands 
F.Y. 1992 F.Y. 1993 F.Y. 1994 F.Y. 1995 

AGENCY Pl.AN: 

Expenditures 
General Fund 

Reduce Joint Venture Grants 

Reduce Office of Tourism 
Operations 

Total Office of Tourism 

Revenues 
General Fund 

GOVERNOR'S RECOMMENDATION: 

Expenditures 
General Fund 

Reduce Joint Venture Grants 

Reduce Office of Tourism 
Operations 

Total Office of Tourism 

Revenues 
General Fund 

Requires statutory change: 
Statutes Affected: 

flTIM SUMMARY: 

Yes 

$ 

$ 

$ 

$ 

$ 

$ 

(480) $ 

(272) 

-
(752) $ 

-0- $ 

(480) $ 

(272) 

(752) $ 

-0- $ 

No 

(480) $ 

(272) 

-
(752) $ 

-0- $ 

(480) $ 

(272) 

(752) $ 

-0- $ 

(480) $ 

(272) 

-
(752) $ 

-0- $ 

(480) $ 

(272) 

(752) $ 

-0- $ 

(480) 

(272) 

-
(752) 

-0-

(480) 

(272) 

(752) 

-0-

The Minnesota Office of Tourism is continually finding ways to maintain the quality of service to its 
clientele while recognizing budget constraints. The Joint Venture grants are being reduced and 
refocused. Printing and production costs of publications remain a large part of the tourism budget 
and economics will be sought in this area. 

RATIONALE: 

The Joint Venture grants are match monies designed to stimulate the expansion of private sector 
marketing to generate increased travel into and throughout Minnesota. The remaining program 
funding will be refocused in areas which maximize benefits by attracting new travelers into the state 
in partnership with the tourism industry. 

Office of Tourism operations will be reduced mainly by taking steps to further reduce the printing 
and production costs of publications. 

GOVERNOR'S RECOMMENDATION: 

The Governor concurs with the agency's plan. 
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1992-1993 BIENNIAL BUDGET 
(DOLLARS IN THOUSANDS) 

AGENCY: 
PROGRAM: 

TRADE & ECONOMIC DEVELOPMENT 
TOURISM 

Est. 
ACTIVITY RESOURCE ALLOCATION: FY 1989 FY 1990 FY 1991 

TOURISM ADMINISTRATIVE SERVICES 
CUSTOMER SERVICES 
MARKETING SERVICES 
------------------------------
TOTAL EXPENDITURES BY ACTIVITY 

DETAIL BY CATEGORY: 
----------------
STATE OPERATIONS 
LOCAL ASSISTANCE 
----------------
TOTAL EXPENDITURES BY CATEGORY 

SOURCES OF FINANCING: 
---------------------
DIRECT APPROPRIATIONS: 

GENERAL 
TRUNK HIGHWAY 

STATUTORY APPROPRIATIONS: 
SPECIAL REVENUE 

---------------
TOTAL FINANCING 

650 
2,831 
3,866 

7,347 

6:,723 
624 

7:,347 

6,471 
288 

588 

970 
3,814 
3,845 

8,629 

7:,352 
1,277 

8,629 

7,332 
673 

624 

979 
4,363 
3,906 

9,248 

7,727 
l:1521 

9,248 

7,874 
719 

655 
----------- ----------- -----------

7,347 8,629 9,248 

Adjusted 
Base 

985 
3,850 
3,791 

FY 1992 

Agency Governor 
Pian Re comm. 

978 978 
3,360 3,360 
3,536 3,536 

----------- ----------- -----------
8,626 7,874 7,874 

7:,646 7i,374 7:,374 
980 500 500 

----------- ----------- -----------
8,626 7,874 7,874 

7,242 6,490 6,490 
729 729 729 

655 655 655 
----------- ----------- -----------

8,626 7,874 7,874 

Adjusted 
Base 

984 
3,837 
3,788 

8,609 

7:,629 
980 

FY 1993 

Agency 
P1an 

977 
3,347 
3,533 

7,857 

7,357 
500 

Governor 
Recomm. 

977 
3,347 
3,533 

7,857 

7,357 
500 

--====-==== =========== =========== 
8,609 7,857 7,857 

7>232 6,480 6,480 
722 722 722 

655 655 655 
----------- ----------- -----------

8,609 7,857 7,857 
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PROGR/ 
Age; 

Business Development and Analysis 
Trade and Economic Development, Department of 

PROGRAM PURPOSE: 

1992-93 Biennial Budget 

The Business Development and Analysis Division promotes economic growth and healthy, self-sustaining 
communities through marlceting, technical assistance, analysis, evaluation, publications and information 
services, training assistance and partnership activities. The primacy customers of the division are businesses, 
communities and other department programs. 

The services provided by this division are designed to: 

111 promote business investment and expansion in Minnesota by demonstrating the state's comparative 
advantages; 

1111 provide information necessacy for small businesses to malce decisions about start-up, operation or expansion 
in Minnesota; 

111 promote business expansion and growth through business/education partnerships in order to facilitate needed 
changes in the state educational system and continuing education and training of the state's worlt force; 

111 assist communities to more effectively marlcet their economic strengths and create an environment most 
conducive to economic growth; 

111 enhance department-wide quality, program effectiveness and decision-making through analysis, evaluation 
and computer support services; and 

111 fulfill legislative mandates by administering grants to designated economic development organizations. 

PERFORMANCE: 

Business Investment and Expansion 

"Forward Minnesota" will be a public-private partnership program to actively promote and marlcet Minnesota 
among in-state and out-of-state companies and to create a positive image of the state, conductive to economic 
growth and business opportunity. To fund the public section of the partnership, $250,000 is requested for F. Y. 
1992 and $500,000 is requested for F.Y. 1993. These dollars will be leverage with nonstate funds. 

The State of Minnesota has been subject to intense marketing programs from neighboring states to attract 
movement to or expansion in non-Minnesota locations. Wisconsin has been most notable in its activities. 
"Forward Minnesota" will direct a pro-business effort to convince Minnesota-based companies to expand in 
Minnesota, and non-Minnesota based companies to locate and grow in Minnesota. 

Most of Minnesota's economic growth comes from investment and expansion by businesses already in the state. 
It is important for the state to be proactive in retaining businesses, encouraging expansions within the state and 
aggressively competing for business investment when opportunities arise. 

The core of Minnesota's business marlceting strategy is to identify the state's comparative advantages and to 
demonstrate to businesses these strengths when an expansion opportunity arises. (Although Minnesota's tax 
costs are somewhat above average, the state offers many advantages to business in terms of a skilled labor 
force, education system, transportation, electricity and land costs, cost of living and access lo markets). The 
central document used to promote this approach is Compare Minnesota, an economic and statistical fact book, 
which has been recognized as best of its kind by other economic development professionals in the region. This 
award-winning document is a cost effective means of initially responding to the many business inquiries 
received both from within the state and outside state borders each year. In addition, for specific expansion 
opportunities, division staff will prepare proposals with detailed information about Minnesota and competing 
states. 

Roughly 15 companies, that had contacted the department's industrial recruitment staff for .:leclion 
··· assistance, made decisions in 1989 to build or locate in Minnesota. At least $100 million in new capital 

investment in 1989 resulted from firms that had worked with recruitment staff. The staff receive information 
requests weekly from companies considering site selection decisions. These inquiries range from preliminary 
requests for basic information about the state to very complex questions covering a range of topics on the 
economy, labor force, taxes and regulation. Virtually all of the information requests come from firms 
considering both Minnesota and non-Minnesota locations. It is important that department staff respond 
thoroughly and thoughtfully because many businesses, both Minnesota-based and non-Minnesota firms, fonn 
their first impressions about Minnesota and state government from these inquiries. 

Another approach is to actively seek business investment in specific, targeted industries. Minnesota has 
industcy specialists in wood products, medical and high-technology industcy. These specialists develop 
significant expertise about their designated industcy and the companies involved. 

Small Business Assistance 

The department's small business assistance staff provide information to individuals and firms to make decisions 
about the start-up, operation or expansion of a small business in Minnesota in three ways: 1) through 
publications such as A Guide To Starting A Business In Minnesota; 2) through direct one-on-one counseling 
and assistance to businesses through the networlc of 29 Small Business Development Centers (SBDC's) and 
in-house staff; and 3) by conducting worlcshops and seminars on topics important to small business. 

There are 3 performance measures which can be used to assess the effectiveness of these efforts. 

11111 The degree to which the information is indeed used by recipients in making decisions about business 
start-up or operation. According to a 1989 customer survey done jointly by the Department and the Url>an 
Institute, the Small Business Assistance Office's (SBAO) services do produce direct results. 

Twenty-seven percent of the program users made a decision to go into business; further, 20% of these 
users had actually started a business. Twenty-eight percent expanded operations, while 31 % made a 
significant change in the nature of their business or markets. Twenty-one percent had used Small 
Business Assistance office services in solving a specific operational problem. Eighty percent of all 
responding users had experienced at least one of the above positive outcomes. 

111 The degree to which the information and services provided contributed to these positive outcomes. 

In that same survey, 48 % of those starting a business indicated that SBAO services where critical to 
or helpful to their decision-making. Those services were likewise ranked critical to decisions made by 
those expanding current operations (37% ), those remedying specific business problems (42 % ) and those 
who had improved business operations (.51 % ). 

11111 The degree to which customers were satisfied with services. 

Ninety percent of clients surveyed would recommend the Small Business Assistance office to other small 
business persons seeking assistance. 

Developing Business Work Force 

Tue Job Skills Partnership program provides grants-in-aid to a consortia of businesses, educational institutions 
and labor organizations to assist in new business development and expansion. These partnerships develop 
training programs which result in businesses obtaining needed employees, persons being trained and employed 
in skilled and technical jobs and market responsive change in the education systems. 

Performance measures for the Job Skills Partnership are: 

111 The degree to which businesses received worlcers with proper training. 

PAGE 462 



PROGRAM: Business Development and Analysis 
(Continuation) 

Agency: Trade and Economic Development, Department of 

1992-93 Biennial Budget 

To date the program has provided 125 different businesses with over 6,000 trained individuals. These 
65 projects involved 50 educational institutions from all state systems. 

• The degree to which individuals trained have found real job placements. 

Nearly 100% of trainees are placed in jobs with wages at least 140% above the minimum wage at time 
of placement. 

• The degree to which local educational institutions have changed their course/training offerings to be more 
market responsive. 

Ten new curricular offerings have resulted from Job Skill Partnership projects with programs being 
implemented in 3 new occupational areas. 

Community Assistance 

The department's marketing and business promotion programs provide technical assistance to help Minnesota 
communities market their economic strengths and become healthy and self-sustaining. 

Ongoing community assistance programs are: 

• Star Cities - increased the capacity of over 100 Minnesota cities in 10 years lo be more competitive in 
attracting businesses and expanding the economic competitiveness of the community. 

• Business retention surveys - conducted annually by local communities and tabulated and analyzed by 
department staff to help in business marketing, retention of local firms and identifying prospects for 
expansion. 

• Community Profiles - practical, four-page information sheets, containing essential data for business location 
decisions for each of 247 Minnesota cities. 

Surveys conducted of Star City program participants and Star City activity logs reveal that the program has 
significant impact and helps achieve economic development outcomes: 

• Star Cities are twice as likely to actively work with new businesses to get them to locate in their cities than 
are non-Star Cities. 

• Economic development marketing materials are available from all Star Cities while only 24 % of non-Star 
Cities have them. More than 90% of Star Cities compile economic development facts needed for industrial 
recruitment, compared to 54 % for non-Star Cities. 

• More than 90% of Star Cities said the program improved their capacity to provide business assistance. 

• More than 70% of Star Cities took an active part in helping businesses to expand while fewer than 30% 
of non-star cities did. 

Quality and Program Effectiveness 

As a support or staff unit, the Information, Analysis and Evaluation office undertakes activities to help focus 
departmental resources and improve the efficiency of line programs. 

• In 1988, the office undertook a department-wide effort with the assistance of the Urban Institute to 

implement performance monitoring systems designed to improve program quality by seeking customer 
feedback. The office has developed program evaluation systems for 7 department programs reaching nearly 
1,200 department clients. These performance monitoring systems have been recognized as models by the 
National Conference of State Legislatures and the National Association of State Development Agencies as 
prototypes. 

• The office developed and enhanced an integrated computer information system for the Minnesota Trade 
Office which is used by all staff. The system features custom designed international trade data bases 
providing current information on 3,500 Minnesota firms with export capability and over 400 firms offering 
international business services. These automated data bases allow the Minnesota Trade Office to conduct 
targeted educational seminars and workshops and help identify and track potential exporters. 

• The office trained 100 departmental staff to use various computer word processing, spreadsheet, graphic 
and data base software lo increase use by staff of computer hardware and software. The training has 
resulted in significantly improved productivity and quality of work in the department. 

• The office provides impact analysis to help ensure that the economic benefits of projects outweigh the 
potential costs. 

The office's information and analysis is also used strategically to help target departmental resources by 
improving understanding of economic trends and conditions, helping in the formulation of management 
decisions and program design. 

• The office acts as lead agency in the coordination and the production of the Economic Report to the 
Governor. The international trade chapter of the 1990 report was used to identify under-exporting 
industries to be addressed by Minnesota Trade Office outreach programs. 

• In the past biennium the office prepared strategic analyses for the wood products and health/medical 
industry specialist programs. These have been used to ensure that marketing activities are directed toward 
export-based, value-added activities. In addition, the office conducted a major business issues survey in 
1990, the Enterprise 1990 Business Survey. to help direct the department business assistance activities and 
to identify business concerns and plans for the 1990's. 

External Grant Administration 

The state legislature appropriated funding for designated organizations within the department's budget 
appropriation. While the activities of these organizations are related to the department's economic 
development mission, the programs are not managed by department staff. A grant agreement between the 
Minnesota Project Outreach Corporation and the department was consummated in F. Y. 1990 for the 
development, implementation and operation of a technology and business assistance database and information 
system as required by Laws of 1989. The Minnesota Film Board received annual grants through the 
department to encourage the production of feature films in Minnesota. Minnesota Project Innovation received 
annual grants to assist Minnesota businesses in obtaining federal small business innovation research grants. The 
Minnesota Council for Quality received funding to provide grants for community quality councils and to 
develop a Minnesota Quality Award. 

PROSPECTS: 

The economy continues to change and become more complex, posing significant challenges for Minnesota state 
government in the next biennium. For example: 

• The typical Minnesota business birth rate over a 2 year period is more than 30%. 

• A national recession or economic slowdown is forecasted in 1991. 

• Minnesota's computer industry continues to restructure, declining by 4,000 jobs in 1990. 

• High levels of corporate debt are likely to reduce total new investments, further increasing competition for 

PAGE 4 



PROGr '"': Business Development and Analysis 
nuation) 

Ag11:ucy: Trade and Economic Development, Department of 

remaining investments. 
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111 Unfilled commercial and industrial properties nationally and in Minnesota are fostering increased 
competition for business expansion projects. 

1111 Business birth, death and expansion and contraction occurs al a phenomenal rate. Over a 2 year period, 
new business formations account for nearly one-third of the business base. 

1111 Demographic patterns and technological changes may result in skill mismatches, with labor force shortages 
in some skills and surpluses in others. 

Given state budget constraints as well as a continued priority on economic development in 1990, the Business 
Promotion Division and the Policy Analysis and Science and Technology Division were reorganized and 
consolidated into the Business Development and Analysis Division. In addition to streamlining and reducing 
budget costs, the reorganization has increased flexibility to respond to customers, clarified program functions, 
integrated and redefined services ao meet the department's mission, increased teamwork and created an 
environment for continuous improvement. The restructured division should be more effective in responding 
to economic change and complexity and meeting the needs of its business, community and internal customers. 

Small Business Support 

Future prospects of the small business assistance program are directly affected by 3 major factors: 

1. Changes in the overall level of demand for services. According to the U.S. Small Business 
Administration, new, small firm creation will increase in the decade of the 1990' s in response to factors 
like: the internationalization of business opportunities (especially in light of recent changes in Eastern 
Europe and the 1992 implementation of the European Economic Community); the continuation of 
technological change; the increased consolidation (downsizing) of certain industries with resultant 
unemployment of skilled workers and managers; the increased ownership of businesses by women and 
efforts at all levels of government to promote rural economic growth. 

2. Changes in the level of demand for new or sophisticated services. Individuals and firms are turning 
to the Small Business Assistance office with increasingly sophisticated business planning and 
management issues in areas like taxation, regulation, new product introduction and technology transfer. 
As products and markets become more complex and competition for initial financing and on-going 
profits become stronger, this demand for second-order, sophisticated services can be expected to 
increase. 

3. Changes in federal or state priorities for service delivery and funding of that delivery. Under funding 
guidelines in proposed federal regulation re-authorizing the SBDC program, Minnesota would receive 
a modest increase in federal funds (less than $200,000). Any other new initiatives or expansions of 
existing initiatives must come from leveraged state, local and private sources. 

Demand for specialized training to meet business skills needs will continue to expand in the future as entry 
level labor pool shrinks, and technological changes result in new labor skill needs. Job Skills Partnership 
grants will become increasingly important in leveraging private sector educational institution investments in 
the kind of training needed for economic growth. 

Internal Customers 

The success of the department's programs depends on quality information, analysis and evaluation, which are 
provided department-wide by this division. Future prospects which need to be addressed in meeting these 
needs of are as follows: 

111 In addition to current work load, the high-technology industry specialist, the international initiatives 
and the local labor supply are emerging issues and programs that require strategic informatio1rand analysis. 

111 Major business expansion projects will continue to rely on analytic information about Minnesota's 
comparative advantages and strategic information about our competitive weaknesses. 

1111 The need for customer feedback on desired/useful programs and services will require expanding 
performance monitoring systems. Systems for 5 additional departmental performance monitoring systems 
are under development at this lime, with a departmental goal to add 1 new program per division, per year. 

111 Further improvements to the department's management information systems will need to be made to 
continue productivity and efficiency improvements. Development of networks and electronic databases will 
reduce staff time requirements and improve communication and quality of services. 

PLAN: 

In order to meet anticipated needs without additional resources, the division will: 

Seek Customer Feedback to Establish Office Priorities 

111 All of the community assistance functions now include a customer feedback component. Formal quality 
surveys, in part designed by the Urban Institute, go to all department technical assistance community 
customers. This feedback will be used to modify functions and activities based on what our customers say. 
Educational activities, printed materials including program manuals and outreach activities were modified 
based on customer feedback and this trend will continue. 

DI The Information, Analysis and Evaluation office implemented performance monitoring for its own projects 
and services in 1990. Business promotion activities rated the highest scores in terms of both usefulness 
and service quality. These services will continue to receive top priority status. In addition, the Enterprise 
1990 Business Survey will be used to help prioritize future analytic activities. 

11 The office will continue to expand performance monitoring to other division programs. 

Reallocate Internal Resources 

DI In making worker training grants-in-aid, the Job Skills Partnership program will focus activities on 
immediate benefits to business through worker training. Consultation and technical assistance to educational 
institutions and the development of policy to increase educational capacity will take a secondary role. 

11 The department's centralization of industrial and commercial madeting has created economies of scale in 
administering the program. 

11 In the past biennium, in order to meet the needs for international trade analysis, internal resources were 
reallocated so that an additional analyst was assigned lo international trade activities. In order to meet the 
needs for performance monitoring system development, a divisional clerical position was reclassified to a 
program evaluation specialist. This internal reallocation of resources to respond to customer needs will 
continue. 

Automate Systems/Improve Efficiency 

DI In order to increase staff productivity and effectiveness, data base development and information systems 
automation will continue. This will allow analysts and other staff to respond to business requests for 
information more quickly, freeing up time for in-depth analytic questions. Data bases that have been 
targeted for development and refinement over the biennium: 
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a) County/community data base; 
b) Electronic industry employment data base; 
c) Minnesota Trade Office exporters/client tracking data base; 
d) High-Technology data base; and 
e) Economic information help desk. 

1992-93 Biennial Budget 

These 6 data bases, along with our already existing data bases, will be collectively housed as a part of the 
department's computerized Minnesota economic development information system. The system will 
ultimately contain all the data bases and software tools staff use for report writing and analytic purposes. 

• The Small Business Assistance program will further explore economies in publishing (through consolidations 
of publications) and in day-to-day operations through joint and shared efforts with other departmental offices 
in areas of clerical support and mailing. 

Leverage Resources 

• The agency relies on corporate support for virtually all of its marlceting activities and this trend is expected 
to continue. In general, corporate support will provide increased resources for program activity. During 
the past biennium, corporations such as Minnegasco, NSP, Minnesota Power, Norwest Banks, Short Elliot 
Hendrickson, Valspar Paints and Land O'Lakes donated cash or products to support department-sponsored 
programs or activities. Many other firms supplied in-kind support and dozens of firms were charged fees 
lo participate in activities. 

• Increased partnership activity with communities, other economic development organizations and industry 
will be used to increase quality and quantity of services because increased resources are not available inside 
the agency. For example, communities and other economic development organizations attending 
department-sponsored trade show trips are charged a fee. More than $100,000 in cash was raised by these 
methods in 1990. 

• The Small Business Assistance office will continue to aggressively seek contributed resources through joint 
ventures with private sector firms. In 1989, contributed services for publication development totaled 
$125,000. 

• The Small Business Assistance program will also seek contributed cash resources for support of direct 
service counseling. A new small business development center advisory committee will have as one of its 
roles to seek out the contributed resources of the private sector. 

GOVERNOR'S RECOMMENDATION: 

The Governor concurs with the agency's plan for this program. See the following decision pages for the 
specific recommended changes. 
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AGENCY: 
PROGRAM: 

TRADE & ECONOMIC DEVELOPMENT 
BUSINESS DEVELOPMENT & ANALYSIS 

ACTIVITY RESOURCE ALLOCATION: FY 1989 

BUSINESS DEVELOPMENT & ANALYSIS 
CELEBRATE MN 1990 (HISTORICAL ONLY 
------------------------------
TOTAL EXPENDITURES BY ACTIVITY 

DETAIL BY CATEGORY: 
----------------
STATE OPERATIONS 
LOCAL ASSISTANCE 
----------------
TOTAL EXPENDITURES BY CATEGORY 

SOURCES OF FINANCING: 
---------------------
DIRECT APPROPRIATIONS: 

GENERAL 
ENVIRONMENTAL 
MOTOR VEHICLE TRANS 

STATUTORY APPROPRIATIONS: 
SPECIAL REVENUE 
FEDERAL 
GIFTS AND DEPOSITS 
ENERGY ECONOMIC DEVL 

---------------
TOTAL FINANCING 

5,476 
250 

===== 
5,726 

4,256 
1,470 
===== 
5,726 

4,495 

180 

132 
276 

10 
633 

5,726 

1992-1993 BIEN NI Al BUDGET 
(DOLLARS IN THOUSANDS) 

FY 1990 

6,979 
200 

7,179 

4,894 
2,285 

7,179 

5,445 
204 

106 
1,382 

42 

Est. 
FY 1991 

7,406 
136 

7,542 

4,689 
2,853 

7,542 

5,918 
283 

150 
1,150 

41 

----------- -----------
7,179 7,542 

Adjusted 
Base 

5,963 

5,%3 

4,474 
1,489 

fY 1992 

Agency 
Plan 

5,863 

=========== 
5,863 

4,557 
1,306 

Governor 
Recomm. 

5,863 

5,863 

4,557 
1,306 

----------- ----------- -----------
5,963 5,863 5,863 

4,431 4,331 4,331 
215 215 215 

140 140 140 
1,1.50 1,150 1,150 

27 27 27 

----------- ----------- -----------
5,963 5,863 5,863 

Aatjusteal 
Base 

.5,957 

5,957 

4,468 
1,489 

fY 1993 

Agency 
Plan 

6,057 

=-========= 
6,057 

4,801 
1,256 

Governor 
Recomm. 

6,057 

6,057 

4,801 
1,256 

----------- ----------- -----------
5,957 6,057 6,057 

4,426 4,526 4,526 
214 214 214 

140 140 140 
1,150 1,150 1,150 

27 27 27 

----------- ----------- -----------
5,957 6,057 6,057 
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ACllVffY: 1992-93 Hit."Dnial Hudget 
PROGRAM: Business Development and Analysis 

AGENCY: Trade and Economic Development, Department of 

DECISION ITEM: General Fund Reductions 

AGENCY PLAN: 

Expcndilm-es 
General Fund 

Phase Out Grant to the 
Minnesota Motion Picture Board 

Eliminate Grant to Minnesota 
Project Innovation 

Reduce Business Development 
and Analysis Operations 

Total Business Development 
and Analysis 

Revenues 
General Fund 

GOVERNOR'S RECOMMENDATION: 

Expenditures 
General Fund 

Revenues 
General Fund 

Requires statutory change: 
Statutes Affected: 

ITEM SUMMARY: 

Yes 

Dollars in Thousands 
F.Y. 1992 F.Y. 1993 F.Y. 1994 F.Y. 1995 

$ (66) $ (116) $ (166) $ (166) 

(117) (117) (117) (117) 

(167) (167) (167) (167) 

$ (450) $ (450) $ (450) $ (450) 

$ $ $ $ 

$ (450) $ (450) $ (450) $ (450) 

$ $ $ $ 

X No 

The Business Development and Analysis Division is continually seeking internal efficiencies to 
maintain and enhance client services, while meeting budget constraints. 

The division is responsible for several pass-through grant programs to non-profit organizations. The 
Minnesota Motion Picture Board has received a state subsidy since 1985. The purpose of the 
program is to attract out-of-state film production. 

The division also provides matching funds to Minnesota Project Innovation (MPI), a non-profit 
corporation designed to provide services to Minnesota businesses seeking federal research grants. 

RATIONALE: 

The emphasis of the Business Development and Analysis Division should be on promoting Minnesota 
businesses and providing information for those businesses to aid in efforts of expansion and job 
creation. Subsidies, such as the Motion Picture Board will take a lower priorities due to budget 
constraints. 

Minnesota Project Innovation currently receives funding through the Small Business Development 
Centers (SBA money) and stale money. In addition to the funds it receives from legislative 
appropriations, Minnesota Project Innovation receives federal dollars as a Small Business 
Dt.."Velopmenl Center (SBDC). The amount of those federal dollars is negotiated each calendar year 
with the department in its role as administer of the SBDC program in Minnesota. For calendar year 
1991, MPI is scheduled to receive $85,545 as a SBDC. It must match that award dollar-for-dollar, 
with half the match in cash. 

MPI should continue to receive its SBDC funding and it is recommended that MPI secure additional 
funding (including any match) by contracting to sell its services to other SBDCs (there are 29 sites 
in Minnesota) and other public and private organizations like the Greater Minnesota Corporation, 
Minnesota Project Outreach, or the Minnesota High Technology Corridor. 

GOVERNOR'S RECOMMENDATION: 

The Governor concurs with the agency's plan. The Governor also recommends that the Greater 
Minnesota Corporation (GMC) consider funding for Minnesota Project Innovation. 
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AGENCY: 
PROGRAM: 

TRADE & ECONOMIC DEVELOPMENT 
BUSINESS DEVELOPMENT & ANALYSIS 

ACTIVITY RESOURCE ALLOCATION: FY 1989 

BUSINESS DEVELOPMENT & ANALYSIS 
CELEBRATE MN 1990 lHISTORICAL ONLY 
------------------------------
TOTAL EXPENDITURES BY ACTIVITY 

DETAIL BY CATEGORY: 
----------------
STAT[ OPERATIONS 
LOCAL ASSISTANCE 
----------------
TOTAL EXPENDITURES BY CATEGORY 

SOURCES Of FINANCING: 
---------------------
DIRECT APPROPRIATIONS: 

GENERAL 
EUVIRONMENTAL 
MOTOR VEHICLE TRANS 

STATUTORY APPROPRIATIONS: 
SPECIAL REVENUE 
FEDERAL 
GIFTS ANO DEPOSITS 
ENERGY ECONOMIC DEVL 

---------------
TOTAL FINANCING 

5,476 
250 

5,726 

4,256 
1,470 

5,726 

4,495 

180 

132 
276 

10 
633 

5,726 

1992-1993 BIENNIAL BUDGET 
(DOLLARS IN THOUSANDS) 

FY 1990 

6,979 
200 

7,179 

4,894 
2,285 

7,179 

5,445 
204 

106 
1,382 

42 

-----------
7,179 

Est. 
FY 1991 

7,406 
136 

7,542 

4,689 
2,853 

7,542 

5,918 
283 

150 
1,150 

41 

-----------
7,542 

Adjusted 
Base 

5,963 

5,963 

4,474 
1,489 

FY 1992 

Agency 
Plan 

5,863 

5,863 

4,557 
1,306 

Governor 
Recomm. 

5,863 

5,863 

4,557 
1,306 

----------- ----------- -----------
5,963 5,863 5,863 

4,431 4,331 4,331 
215 215 215 

140 140 140 
1,150 1,150 1,150 

27 27 27 

----------- ----------- -----------
5,963 5,863 5,863 

Adjusted 
Base 

5,957 

5,957 

4,468 
1,489 

FY 1993 

Agency 
Plan 

6,057 

6,057 

4,801 
1,256 

Governor 
Recomm. 

6,057 

6,057 

4,801 
1,256 

----------- ----------- -----------
5,957 6,057 6,057 

4,426 4,526 4,526 
214 214 214 

140 140 140 
1,150 1,150 1,150 

27 27 27 

----------- ----------- -----------
5,957 6,057 6,057 
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ACTTVITY: 1992-93 Biennial Budget 
PROGRAM: Business Development and Analysis 

AGENCY: Trade and Economic Development, Department of 

DECISION HEM: General Fund Reductions 

Dollars in Thousands 
F.Y. 1992 F.Y. 1993 F.Y. 1994 F.Y. 1995 

AGENCY PLAN: 

&peoditures 
General Fund 

Phase Out Grant lo the 
Minnesota Motion Picture Board 

Eliminate Grant to Minnesota 
Project Innovation 

Reduce Business Development 
and Analysis Operations 

Total Business Development 
and Analysis 

ReYCnues 
General Fund 

GOVERNOR'S RECOMMENDATION: 

Expenditures 
General Fund 

Revenues 
General Fund 

Requin::s statutory change: 
Statutes Affected: 

ITEM SUMMARY: 

Yes 

$ (66) $ 

(117) 

(167) 

$ (350) $ 

$ $ 

$ (350) $ 

$ $ 

X No 

(116) $ (166) $ (166) 

(117) (117) (117) 

(167) (167) (167) 

(400) $ (400) $ (400) 

$ $ 

(400) $ (400) $ (400) 

$ $ 

The Business Development and Analysis Division is continually seeking internal efficiencies to 
maintain· and enhance client services, while meeting budget constraints. 

The division is responsible for several pass-through grant programs to non-profit organizations. The 
Minnesota Motion Picture Board has receiveii a state subsidy since 1985. The purpose of the 
program is to attract out-of-stale film production. 

The division also provides matching funds to Minnesota Project Innovation (MPI), a non-profit 
corpora lion designed to provide services to Minnesota businesses seeking federal research grants. 

RATIONALE: 

The emphasis of the Business Development and Analysis Division should be on promoting Minnesota 
businesses and providing information for those businesses to aid in efforts of expansion and job 
creation. ~ ·•bsidies, such as the Motion Picture Board will take a lower priorities due to budPPt 
oonstraii 

Minnesota Project Innovation currently receives funding through the Small Business Development 
Centers (SBA money) and stale money. In addition lo the funds it receives from legislative 
appropriations, Minnesota Project Innovation receives federal dollars as a Small Business 
Development Center (SBDC). The amount of those federal dollars is negotiated each calendar year 
with the department in its role as administer of the SBDC program in Minnesota. For calendar year 
1991, MPI is scheduled to receive $85,545 as a SBDC. It must match that award dollar-for-dollar, 
with half the match in cash. 

MPI should continue to receive its SBDC funding and it is recommended that MPI secure additional 
funding (including any match) by contracting to sell its services to other SBDCs (there are 29 sites 
in Minnesota) and other public and private organizations like the Greater Minnesota Corporation, 
Minnesota Project Outreach, or the Minnesota High Technology Corridor. 

GOVERNOR'S RECOMMENDATION: 

The Governor concurs with the agency's plan. The Governor also recommends that the Greater 
Minnesota Corporation (GMC) consider funding for Minnesota Project Innovation. 

REVISED 4/15/91 
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PROG .. _ .M: Business Development and Analysis 

AGENCY: Trade and Economic Development, Department of 

DECISION IlEM: New Initiative to Promote Minnesota's Business Climate 

Dollars in Thousands 
F.Y. 1992 F.Y. 1993 F.Y. 1994 F.Y. 1995 

AGENCY PLAN: 

&pcnditures 
General Fund $ 250 $ 500 $ 500 $ 500 

RCVt--OUCS 
General Fund $ $ $ $ 

GOVERNOR'S RECOMMENDATION: 

&pcnditures 
General Fund $ 250 $ 500 $ 500 $ 500 

Revenues 
General Fund $ $ $ $ 

Requires statutmy change: Yes X No 
Statutes Affected: 

ITEM SUMMARY: 

"Forward Minnesota" will be a public-private partnership program to actively promote and market 
Minnesota among in-state and out-of-state companies and to create a positive image o( the state, 
conductive to economic growth and business opportunity. To fund the public section of the 
partnership, $250,000 is requested for F.Y. 1992 and $500,000 is requested for F.Y. 1993. These 
dollars will be leveraged into non-state funds. 

RA"l1ONALE: 

The State of Minnesota has been subject to intense marketing programs from neighboring st~tes to 
attract movement to or expansion in non-Minnesota locations. Wisconsin has been most notable in 
its activities. "Forward Minnesota" will direct a pro-business effort to convince Minnesota-based 
companies to expand in Minnesota, and non-Minnesota based companies to locate and grow in 
Minnesota. 

GOVERNOR'S RECOMMENDATION: 

The Governor concurs with the agency's plan. 
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PROGRAM: Administration 1992-93 Biennial Budget 
Agency: Trade and E.conomic Development, Department of 

PROGRAM PURPOSE: 

Administration provides centralized administrative, management, communications and legislative, executive 
branch and federal liaison support to departmental operating divisions by developing and directing the 
implementation of organizational policies, providing management direction, fiscal services, personnel/employee 
relations services, departmental publications and marketing materials. 

1. The Commissioner's Office is responsible for overall department policy and management systems 
development in order to ensure that department resources are effectively and efficiently utilized, that 
individual and divisional roles and responsibilities for accomplishing departmental mandates are clear and 
that accountability, productivity and program effectiveness can be accurately measured. 

2. The Administrative Services activity provides and coordinates the department's management support services 
through 3 sections: The Fiscal Services Unit, the Office Services Unit and the Personnel Services Office. 

11 The Fiscal Services Unit provides the budgeting, accounting, financial reporting, purchasing, payroll 
processing, accounts payable and general accounting functions and ensures compliance with state and 
federal laws, rules, policies and guidelines for appropriate use of fiscal resources. 

11 The Office Services Unit is responsible for staffing the department's reception area and responding to 
general information inquiries, departmental records management, fixed asset inventory management, mail 
processing and distribution, equipment leasing and maintenance, telecommunications order processing, 
supplies purchasing and distribution of supplies and space allocation. 

11 The Personnel Services Office administers the department's personnel and labor relations program 
including recruitment, selection classification, and compensation, benefits administration, labor contract 
administration, affirmative action, employee development, health and safety. The office works to 
support management's maximum utilization of the human resources required to fulfill the mission and 
achieve the goals of the department. 

3. The Communications Office coordinates the department's communications efforts so its many communica­
tion tools have an integrated appearance, which in tum, enhances the department's identity as a well­
managed and effective deliverer of state programs; increases public awareness of the department's programs 
and activities by producing high quality and informative publications and producing trade show displays and 
audio-visual presentations; and communicates Minnesota's economic strengths to the state's residents 
through the mass media by writing and disseminating news releases and public service announcements and 
by holding news confe;:-ences. 

PERFORMANCE: 

l. Planned and directed the implementation of a departmental reorganization which consolidated 2 divisions, 
reduced the number of managerial plan positions and reduced the department's complement positions by 
7. The reorganization was accomplished with no grievances, and only one permanent layoff from state 
service which reduced salary, unemployment and severance costs. 

2. Introduced the state's primary economic development publication, Profile Minnesota, in March, 1988, and 
more than 110,000 copies have been distributed throughout the state. Its popularity prompted the 
communications. office to create a separate, quality publication, Minnesota Living. which was introduced 
for the first time in March, 1990. Minnesota Living. with more than 10,000 copies already sold through 
an agreement with the Minnesota Bookstore, has been publicly endorsed by the Minnesota Chamber of 
Commerce as a "valuable resource for any business, institution or individual who wishes to introduce out­
of-stale prospects or employees to the advantages of Minnesota living.• The quality of the Profile 
Minnesota and Minnesota Living and many of the office's other publications has resulted in the 
communications office receiving 14 awards from national, international and regional professional 

organizations during the past 2 years. 

3. Disseminated over 150 news releases annually on new data regarding Minnesota's business strengths and 
on subjects related to the department's programs and services. The stories are mailed to weeklies, dailies, 
radio and 1V statewide and releases through the News Wire Central to the Twin Cities media. The 
communications office enjoys a record high 82 % usage of stories we release. 

4. Received delegated authority from the Department of Employee Relations in both the classification and 
examining areas resulting in faster turnaround on vacancy filling and reclassification request. 

S. Initiated classification studies of professional positions to enable management to recognize the worth of 
work performed, recruited candidates with the requisite skills for restructured positions and created an 
equitable classification structure within and between divisions. 

6. Maintained the percentage of bills paid within 30 days at an average over 98 % which exceeded the 
Department of Finance's goal for the State of Minnesota thus reducing interest penalties for late payments 
and maintaining a positive relationship with vendors. 

7. Prepared financial statements and financial summaries promptly and accurately for the Public Facilities 
Authority Water Pollution Control Revolving Fund, the Rural Rehabilitation Revolving Account, the 
Agricultural and E.conomic Development Account, the Opportunities Minnesota, Inc. (OMNI) Program, 
the federal single audit reporting requirements and other internal department reporting needs to ensure that 
management has an effective method of evaluating fiscal resources available for making sound financial 
decisions and to assist in the preparation of the state's comprehensive annual report. 

8. Established and maintained an accounting system as required under the Bond Resolution for the revenue 
bond sales of the Public Facilities authority to ensure that all funds are administered, invested and 
accounted for to ensure that the bond holders are protected, federal requirements are maintained and all 
other provisions are met. 

PROSPECTS/PLAN: 

The Administration program is continually searching for ways to provide prompt and quality services to the 
people it services while recognizing budget constraints. Personnel, fiscal and office services need to be 
provided in an effective and efficient manner in order to maintain the operations of the department. The 
Administration program has also made budget reductions and will be challenged to provide the necessary 
services. 

GOVERNOR'S RECOMMENDATION: 

The Governor concurs with the agency's plan for this program. See the following decision page for the 
specific recommended changes. In addition, the amount of money the agency reallocated from the BASE for 
funding increased salary costs has been budgeted here for later distribution to the programs. 

PAGE 4. 



1992-1993 BIENNIAL BUDGET 
(DOLLARS IN THOUSANDS) 

AGENCY: 
PROGRAM: 

TRADE & ECONOMIC DEVELOPMENT 
ADMINISTRATION 

ACTIVITY RESOURCE ALLOCATION: FY 1989 

COMMISSIONERS OFFICE 420 
ADMINISTRATIVE SERVICES 730 
COMMUNICATIONS OFFICE 763 
----------------------------------- -----------
TOTAL EXPENDITURES BY ACTIVITY 1,913 

DETAIL BY CATEGORY: 

Es-t:. 
FY 1990 FY 1991 

163 170 
811 1,040 
785 758 

1,759 1,968 

STATE OPERATIONS 1,913 1,759 1,968 

----------------------------------- ----------- ----------- -----------
TOTAL EXPENDITURES BY CATEGORY 1,913 1,759 1,968 

SOURCES OF FINANCING: 
---------------------
DIRECT APPROPRIATIONS: 

GENERAL 1,864 1,707 1,883 
STATUTORY APPROPRIATIONS: 

SPECIAL REVENUE 52 85 
FEDERAL 49 

=================================== ====------- ===-------- --------=--
TOTAL FINANCING 1,913 1,759 1,968 

FY 1992 

Adjusted Agency 
Base Plan 

172 160 
923 1,211 
762 708 

1,857 2,079 

Governor 
Recomm. 

160 
1,211 

708 

2,079 

1,857 2,079 2,079 
----- ----------- -----------
1,857 2,079 2,079 

1,772 1,994 1,994 

85 85 85 

1,857 2,079 2,079 

Adjusted 
Base 

171 
920 
761 

1,852 

FY 1993 

Agency 
Pl.an 

156 
1,543 

696 

2,395 

Governor 
Recomm. 

156 
1,543 

696 

2,395 

1,852 2,395 2,395 
----- ----------- -----------
1,852 2,395 2,395 

1,767 2,310 2,310 

85 85 85 

1,852 2,395 2,395 
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ACllVITY: 1992--93 Biennial Budget 
PROGRAM: Administration 

AGENCY: Trade and Economic Development, Department of 

DECISION llEM: General Fund Reductions 

Dollars in Thousands 
F.Y. 1992 F.Y. 1993 F.Y. 1994 F.Y. 1995 

AGENCY PLAN: 

&pcnditures 
General Fund 

Reduce Administration 
Operations 

Revenues 
General Fund 

GOVERNOR'S RECOMMENDATION: 

Expenditures 
General Fund 

Revenues 
General Fund 

Requires statutory change: 
Statutes Affccted: 

nEMSUMMARY: 

Yes 

$ 

$ 

$ 

$ 

(125) $ (150) $ (150) $ (150) 

$ $ $ 

(125) $ (150) $ (150) $ (150) 

$ $ $ 

X No 

The Commissioner has consolidated two senior positions in the Commissioner's Office and other 
reductions in the Administration Program. 

RATIONALE: 

Due to budget constraints, the Commissioner's Office, the Communications Office and the 
Administrative Services Unit have made budget reductions. 

GOVERNOR'S RECOMMENDATION: 

The Governor concurs with the agency's plan. 
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Position Reconciliation: 

Authority: 

Legislative Complement: 
General Fund 

Total Permanent Positions 

TOT AL Positions 

Employees 
on 6-30-90 

Veterans Affairs 

Position and Employee Status Information 

Current 
F.Y. 1991 

37 

37 

37 

38 

Requested 
For 6-30-93 

35 

35 

35 

Employees by Employment Status: 

6-30-90 

Full-Time Unlimited 38 

TOTAL 38 
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AGEi Veterans Affairs, Department of 1992-93 Biennial Budg 

MISSION: 

The Minnesota Department of Veterans Affairs (MOVA) is the lead veterans agency in Minnesota. 
In cooperation with federal and county governmental units, the department coordinates the delivery 
of state and federal veterans benefits to the 500,000 veterans in the state and their more than 
700,000 dependents. 

The department is the lead state agency for the fonnulation of veterans policy. The Commissioner's 
office coordinates activities between the commanders of the Congressionally chartered veterans 
organizations, the County Veterans Service Officers (CVSOs), the legislature and state and federal 
agencies which serve veterans and their dependents. Veterans not aligned with any organization are 
provided access to information and assistance through the CVSO system and a series of informational 
meetings held across the state. 

The department provides advocacy services to the state veterans and their dependents to ensure that 
the maximum amount of federal veterans benefits flow into the state. Last fiscal year these benefits 
measured in excess of $600 million dollars. 

The department is divided into 3 divisions: Veterans Benefits and Services, Claims and Branch 
Offices and Administrative Services. These divisions address the following objectives: 

11111 to coordinate the delivery of state and federal veterans benefits to veterans and their dependents; 

1111 to ensure that Minnesota's veterans and their dependents receive the maximum amount of federal 
veterans benefits; 

1111 to coordinate planning for the future needs of Minnesota's veterans and their dependents, 
particularly in the areas of health care delivery and income maximization; 

1111 to foster and maintain cooperative working relationships between state, county and federal 
agencies which provide veterans benefits and services; 

11111 to cooperate with other state and federal agencies in the referral of clients between agencies, to 
ensure that clients receive all rights, benefits and services to which they are entitled; 

11111 to educate Minnesota's veterans and their dependents regarding the availability of veterans benefits 
and services to which they might be entitled; 

11111 to enforce state veterans preference statutes, which are designed to protect veterans employment 
rights; 

1111 to cooperate with the congressionally chartered veterans organizations on legislative issues 
important to the veteran community; and 

1111 to provide educational assistance opportunities to war orphans and certain veterans who have 
exhausted their federal educational benefits. 

MAJOR POLICY DRIVERS: 

Minnesota's veteran population is placing an increasing amount of strain upon an already strained 
benefits delivery system. Budget reductions at the federal level have resulted in the reduction of 
services to the State's veterans and dependents, particularly in the area of heahh care. As 
Minnesota's veteran population continues to age and to mirror the national veteran population, an 
ever increasing number of veterans will be competing for access to an ever decreasing supply of 
services. 

The department's claims offices carried an active caseload of more that 126,000 cases Y. 1990. 
This caseload increased by 2,000 powers-of-attorney, which resulted in 7,000 separa. ~1aims for 
benefits totaling in excess of $600 million. 

The issue of veterans benefits has become increasingly complicated; with the increasing age of 
veterans, more veterans will be competing for a fixed or reduced amount of benefits. The recent 
creation of the Court of Veterans Appeals (COVA) by Congress has created an entirely new level 
of review and appeal for veterans seeking benefits. While non-attorneys can argue cases before this 
court, federal court procedures will govern all proceedings, which in tum will require that the 
department provide increasingly sophisticated educational opportunities to veterans and others 
involved in the veterans claims process. 

While Minnesota's veterans and their dependents currently receive in excess of $600 million dollars 
in direct federal payments, this amount might be improved upon with an increased awareness on the 
part of Minnesota's veterans community. Under-utilization of federal benefits and payments may be 
costly, both in terms of real dollars not realized and in tenns of demands upon the system for 
services which are more appropriately the responsibility of the federal government. 

While World War II veterans are rapidly aging they are placing demands upon the current system 
that were not evidenced only a short time ago, particularly in the area of health care needs. More 
veterans than ever are forced to choose between maintaining health care coverage and other 
necessities. Like many other residents, veterans also find other demands which take priority over 
health care insurance. The limited amount of assistance available through the department to assist 
with health care costs often times means the difference between maintaining financial stability or 
ru~ . 

In F.Y. 1990 the benefits division processed 1,752 applications for assistance. The average family 
size of the applying household was 1.7 members; the average age of the veteran applicant was 51 
years. More than 60% of all applications were received from veterans residing outside of the 
metropolitan area. 

The major driving factor in this program is to temporarily assist the veteran and the veterans 
dependents while the veteran is disabled and until the veteran can return to work. 

If the prognosis indicates that the veteran will be pennanently or long term unemployable due to 
physical disability, veterans are assisted with applications for long term benefits, such as social 
security disability, veterans pension or other programs. 

Demand for assistance with medical care has increased; in F.Y. 1990 expenditures in this area 
totalled 28% of benefits expenditures. This appears to bear out studies which indicate that more 
Minnesotans are without adequate medical insurance. Indications are that demand will continue to 
grow over the next several years. A further reduction in federal outlays for veterans health care, 
coupled with restrictions on eligibility, will drive demand higher still. 

Agent Orange related issues are of paramount importance to the majority of the 68,000 Minnesotans 
who served in Southeast Asia during the Vietnam War. The long-term health effects of exposure 
to the defoliant Agent Orange remain hotly contested and disputed; numerous studies of the effects 
of this chemical, on the federal level, have done little to allay the fears or answer the questions of 
Vietnam veterans. Most recently, the federal government has been sued by major veterans 
organizations over its' decision to tenninale a congressionally mandated study on the effects of Agent 
Orange. 

The agent orange program provides assistance to veterans and their families who are attempting to 
come to grips with the issue. Minnesota's agent orange program continues to be recognized as the 
leading program in the nation. 

The department provides guardianship services, under court appointment, to veterans through the 
guardianship process. This program controls monetary assets of incompetent veterans totalling in 
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excess of $2.4 million. Personal and real property under the control of the guardianship program 
stands in excess of $300,000. Veterans are under court appointed guardianship to the department 
to ensure that their physical well-being is monitored and that their assets are protected. 

The veterans preference caseload continues to grow yearly. Petitions from veterans seeking 
enforcement of the veterans preference statutes have increased by more than 200% from F.Y. 1989 
lo F.Y. 1990. The department bears the administrative costs of managing this program, in addition 
to the expense of staff time. With the increasing caseload in this area, expenses will continue to 
escalate. 

The increase in activity in the veterans preference area, both in total number of contacts and the 
number of cases, can be attributed to either an increase in the number of actual violations or to an 
increased awareness by veterans of their employment rights under state statute. 

EXPI.ANATION OF BUDGET ISSUES AND ALTERNATIVES: 

The department has consistently demonstrated the ability lo serve the veterans of Minnesota and 
their dependents with reduced resources and increasing obligations. This positio!). is no longer 
tenable. Recent BASE level budget reductions have resulted in decreased funding for programs and 
positions; increased obligations which were not funded (attorney general fees, sales lax, workers 
compensation assessments) further strained the department's budget. Reductions in staffing levels 
have resulted m increased workload levels for remaining staff. In 1989 4 administrative staff 
positions in the central office were transferred to the veterans home to meet urgent health care needs 
of veteran residents. When the homes were created as a separate entity these positions were left at 
the homes. 

The department is required to allocate funding for current salary expenses plus a 4.5% increase for 
each year of the 1992-93 biennium, within current base level funding. Continued unfunded liabilities 
have greatly curtailed the ability of the department to meet unfunded salary increases. 

Currently, the department is required to hold positions open in order to meet these unfunded 
liabilities. This results in a salary roster which is actually 92% funded. If the department is required 
to absorb projected salary increases from current budget levels, the department would have no 
alternative but to lay off personnel, which would result in significant service delays, and possible 
reductions in federal revenues received in Minnesota. 

The requirements of a zero growth budget necessitate that staff positions within the department be 
held open. The department proposes to vacate 2 staff positions in the first year of the biennium. 
In the second year 2 additional positions will be kept vacant. The positions would be taken from 
a combination of the 3 divisions within Veterans' Affairs. 

These additional reductions in staffing will result in a decrease in the training available to County 
Veterans Service Officers, and Department of Veterans Affairs staff, who represent veterans and their 
dependents in their claims for federal benefits. A subsequent reduction in the amount of federal 
dollars received in Minnesota may be experienced along with potential increased demand for state 
funded assistance programs. 

Branch office reductions will result in the elimination of services to veterans and their dependents 
in the service area. Referrals for federal medical and benefit services will not be available and will 
result in a loss of federal benefits in this· area. An increase in the application for state funded 
assistance programs may take place. 

Processing of state benefits applications will be delayed. These delays will affect local vendors who 
provide services (i.e. food, heating fuel) directly to the veteran. Every attempt will be made to make 

payments in a timely fashion and avoid interruption or curtailment of service. Responses to requests 
for information from various sources (i.e. veterans, legislators, members of Congress) will be delayed 
as a result of staff reductions. 

Annual expenditures under the relief program are driven by several factors beyond the control of 
the department. Severely cold winter weather drives up the total cost for heating commodities under 
the veterans assistance program within the veterans benefits division. Cutbacks in federal funding 
of veterans health care have resulted in increased demand for health care assistance under the 
benefits program. 

The department proposes that any grant-in-aid funds not expended on programs be freed up to meet 
other budgetary needs within the department. This would not result in an increased appropriation; 
rather it would allow the department to expand scarce allocations effectively to meet the needs of 
Minnesota's veterans and their dependents. 

The department must bear the costs associated with preparation and certification of veterans 
preference cases, conducting hearings and providing supporting documentation for these cases; yet 
this function is not funded separately. In previous years it has been possible to fund these functions 
through other programs. Repeated BASE level funding cuts and increases in unfunded, mandated 
programs have removed the ability of the department to adequately fund these required programs. 

The veterans preference caseload is expanding dramatically. The department can no longer adequately 
staff this position part-time, as it is now staffed, nor can the continually increasing expenses of this 
operation be funded internally through the re-direction of funds from other programs. 

GOVERNOR'S RECOMMENDATION: 

The Governor concurs with the agency's plan. 
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AGENCY~ VETERANS AFFAIRS,DPT Of 
PROGRAM: BENEFITS & SERVICES 

ACTIVITY RESOURCE ALLOCATION: 
=================================== 
VETERANS BENEFITS 
VETERANS SERVICES 
DEDICATED ACCOUNTS 
=================================== 
TOTAL EXPENDITURES BY ACTIVITY 

DETAIL BY CATEGORY: 
------------------
STATE OPERATIONS 
LOCAL ASSISTANCE 
AID TO INDIVIDUALS 

FY 1989 
=========== 

1,275 
1,250 
1,690 

4,215 

3,144 

1,071 

1992-1993 BIEN NI Al BUDGET 
(DOLLARS IN THOUSANDS) 

FY 1990 
=========== 

1,268 
1,587 
2,000 
===== 
4,855 

3,.665 
200 

1,090 

Es't. 
FY 1991 

1,058 
1,610 
4,398 

-----------
7,066 

5,999 

1,067 

AdiUS'ted 
Base 

1,048 
1,632 
2,087 

4,767 

3,700 

1,067 

FY 1992 

Agency 
Pl.an 

1,048 
1,632 
2,087 
===== 
4,767 

3,700 

1,067 

Governor 
Recomrn. 

1,048 
1,632 
2,087 

4,767 

3,700 

1,067 
=================================== =========== =========== =========== ----------- ----------- -----------TOTAL EXPENDITURES BY CATEGORY 4,215 4,655 7,066 4,767 4,767 4,767 

SOURCES Of FINANCING: 
---------------------
DIRECT APPROPRIATIONS: 

GENERAL 2,525 2.,855 2,668 2,680 2,680 2i,680 
STATUTORY APPROPRIATIONS: 

AGENCY 1,690 2,000 4,087 2,087 2,087 2,087 
GIFTS AND DEPOSITS 311 

=================================== =========== =========== =========== ----------- ----------- -----------TOTAL FINANCING 4,,215 4,855 7,066 4,767 4,,767 4,767 

Adius'ted 
Base 

1,048 
1,626 
2i,087 

4,761 

3,694 

1,067 

FY 1993 

Agency 
Pl.an 

1,048 
1,626 
2i,087 

4,761 

3,694 

1,067 

Governor 
Reconw. 

1,048 
1,626 
2,087 

4,7&1 

3,694 

1,067 
----======= =========== =========== 

4,761 4,761 4,761 

2.,674 2,674 Zi,674 

2,087 2,087 2,087 

=========== =========== =========== 
4,761 4:,761 4,761 
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ALL FUNDS 

BASE RECONCILIATION REPORT 
for 1992-1993 Biennium 

GENERAL FUND 
F.Y.92 F.Y.93 F.Y.92 F.Y.93 

F.Y.91 FUNDING LEVEL 

ONE-TIME APPROPRIATIONS 
LEG-DIRECTED ADJUSTMENTS 
SALARY ANNUALIZATION 
DEDICATED RECEIPTS AND FUNDS 

TOTAL 
BIENNIAL TOTAL 

7,066 

<10> 

22 
<2, 311> 

4,767 

7,066 

<10> 
1 

15 
<2,311> 

4,761 
9,528 

2,668 

<10> 

22 

2,680 

2,668 

<10> 
1 

15 

2,674 
5,354 

OTHER STATE FUNDS 
F.Y.92 F.Y.93 

4,398 

<2, 311> 

2,087 

4,398 

<2, 311> 

2,087 
4,174 

FEDERAL FUNDS 
F.Y.92 F.Y.93 
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ACI1\, 
PROGRAM: 

AGENCY: Veterans Affairs, Department of 

19'12-93 Biennial Budgl 

DECISION rn~M: Financing Inflationary Costs - Informational 

Dollars in Thousands 
F.Y. 1992 F.Y. 1993 F.Y. 1994 F.Y. 1995 

AGENCY PIAN: 

Expenditures 
General Fund-Inflation $ 65 $ 131 $ 131 $ 131 

Reduction $ fill $ illll $ illll $ illll 
$ -0- $ -0- $ -0- $ -0-

Revenues 
General Fund $ -0- $ -0- $ -0- $ -0-

Requires statutory change: Yes X No 
Statutes Affected: 

ITEM SUMMARY: 

Following the Biennial Budget instructions, salary projections assumed a 4.5% across lhe board 
increase for all employees. Salary costs were fully funded, assuming no vacancies. Other costs were 
not inflated. 

RATIONALE: 

The department will eliminate 2 positions in the first year of the biennium. In the second year, 2 
additional positions will be held vacant. These reductions will have the following impacts: 

111 Training for county and department staff will be reduced, thereby possibly reducing federal 
benefits received by veteran clients. 

111 Branch office referrals for medical aid benefits will not be available, with a possible resulting loss 
of benefits. 

111 Processing of state benefit applications will be delayed, possibly interrupting or curtailing some 
services. 

111 Responses 10 requests for information from veterans and legislators may be delayed. 

The lkparlment proposes, in order to mmmuze service reductions, that it be given authority to 
transfer any unexpended grant-in-aid funds to other activities within the department. 

GOVERNOR'S RECOMMENDA110N: 

The Governor concurs with the agency's plan. 
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Chief Judge 

Cur. Pos. 1.0 

I 
I I I I 

law Clerks Judges Assistant legal 
Administrator Secretary Sr. 

Cur. Pos. 2.0 Cur. Pos. 4.0 Cur. Pos •• 5 Cur. Pos. 1.0 

I I I 
law Clerks Administrative legal 

Support Secretaries 
Cur. Pos. 8.0 Cur. Pos. 1.5 Cur. Pos. 4.0 
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Position Reconciliation: 

Authority 

Legislative Complement: 
Workers' Comp. 
Special Fund 

Total Perm. Positions 

TOTAL Positions 

Employees on 6/30/90 

WORKERS' COMPENSATION COURT OF APPEALS 

Position and Employee Status Information 

Employees by Employment Status: 
Current Requested 
FY 91 For 6/30/93 

22.0 

22.0 

22.0 

23 

22.0 

· 22. 0 

22.0 

Full-Time Unlimited 
Part-Time Unlimited 

TOTAL 

6/30/90 

19 
4 

23 
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675 

650 

625 

600 

575 

Number 5~0 

of 525 

Cases 500 

475 

450 

425 

400 

375 --i 376 

FY1986 

a:RKERS' a::MPrnSATICN CUJRr OF .APPEAI.S 

CASEI.(W) 

602 

656 

59~-------------- 582 
/ --· / 

// 586 579 

/ 
/ 

516.,•" 
/ 

/ 
/ 

/ 

/ 
/ 

/ 

/ 
/ 

/ 

FY1987 FY1988 FY1989 

----- Incaning Matters 
--- Hatters Resolve::! 

FY1990 
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AGENCY: Workers' Compensation Court of Appeals 1992-93 Hiennial Budget 

MISSION: 

1l1e Workers' Compensation Court of Appeals has been established by the legislature as the exclusive 
statewide authority to decide all questions of law and fact in workers' compensation disputes within 
the court's appellate jurisdiction as provided by M.S. Chap 175A and 176. 

Decisions are written to inform the court's clientele of the basis of the decisions and to create a 
body of law pertaining to these workers' compensation issues. The court's principal objective is to 
deliver its services as expeditiously as possible while maintaining the integrity and expertise of the 
judicial decision-making function. 

The Court consists of five judges appointed by the Governor and confirmed by the state Senate. The 
Governor designates a Chief Judge from among the judges, who has responsibility for the 
administration of the court. The court performs an appellate function reviewing decisions of the 
Workers' Compensation Division of the Department of Labor and Industry and the Office of 
Administrative Hearings. The judges review the evidentiary record created by the initial decision­
making body; preside over oral arguments; conduct necessary legal research; decide the issues; and 
issue appropriate written orders, decisions and memoranda. Decisions of this court are appealable 
directly to the Supreme Court. 

Clients served by the above-stated operational procedures are injured workers, employers, insurance 
companies, attorneys, medical and rehabilitation providers, the Minnesota Supreme Court, 
Department of Labor and Industry, and the Office of Administrative Hearings. 

MAJOR POLICY DRIVERS: 

The primary factors influencing program policy and service delivery continue to be the number of 
work-related injuries sustained by Minnesota employees and the extent of litigation in such matters. 
Related factors include sarety at the workplace, new legislative and administrative enactments, 
increasing insurance an~ medical costs, economic conditions, etc. 

EXPLANATION OF BUDGET ISSUES AND ALTERNATIVES: 

The significant increase in caseload during recent years requires adequate funding for the Workers' 
Compensation Court of Appeals to accomplish its statutory mission and objectives. The court is 
requesting the "same" level funding for the 1992-93 biennium. 

PERFORMANCE INDICATORS 

1l1e court's objective is to increase the number of matters resolved while maintaining the quality of 
the services performed as indicated by the rate of arfirmance from the Minnesota Supreme Court. 

Actual Actual Estimate Request Request 
F.Y. 1989 F.Y. 1990 F.Y. 1991 F.Y. 1992 F.Y. 1993 

Total incoming matters for 602 582 611 642 674 
resolution 

Total matters resolved 579 656 685 716 748 

Arfirmed by Supreme Court 79% 87% 90% 90% 90% 

GOVERNOR'S RECOMMENDATION: 

'Die Governor concurs with the agency's plan. 
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1992-1993 BIEN NI Al BUDGET 
(DOLLARS IN THOUSANDS) 

AGENCY: HORKERS COMP CRT APIP 
PROGRAM: HORKERS COMPENSATION COURT Of APPE 

ACTIVITY RESOURCE ALLOCATION: 

HORKERS COMPENSATION COURT Of APPE 

------------------------------
TOTAL EXPENDITURES BY ACTIVITY 

DETAIL BY CATEGORY: 
----------------
STATE OPERATIONS 
----------------
TOTAL EXPENDITURES BY CATEGORY 

SOURCES OF FINANCING: 

DIRECT APPROPRIATIONS: 

FY 1989 

784 

784 

784 

-----------
784 

FY 1990 

1,072 

1,072 

1,072 

1,072 

Es1:: 
FY 1991 

1,183 

1,183 

1,183 

1,183 

HORKERS COMP SPECIAL 784 1,072 1,183 
STATUTORY APPROPRIATIONS: 
----------------------------------- ----------- ----------- -----------
TOTAL FINANCING 784 1,072 1,183 

Ad,;usted 
Base 

1,229 

1,229 

1,229 

1,229 

FY 1992 

Agency 
Pl.an 

1,284 

1,284 

1,284 

1,284 

Governor 
Recolnfn. 

1,284 

1,284 

1,284 

1,284 

1,229 1,284 1,284 

1,229 1,284 1,284 

Adjusted 
Base 

1,255 

1,255 

1,255 

1,255 

FY 1993 

Agency 
Pl.an 

==------:::--
1,363 
===== 
1.,363 

1,363 

1,363 

Governor 
Recomm. 

1,363 

1,363 

1,363 

1,363 

1,255 1,363 1,363 

1,255 1,363 1,363 
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AGENCY: WORKERS COMP CRT APP 

F.Y.91 FUNDING LEVEL 

SALARY ANNUALIZATION 
DOCUMENTED RENT/LEASE !NCR. 
BASE TECHNICAL ADJUSTMENTS 

TOTAL 
BIENNIAL TOTAL 

ALL FUNDS 
F.Y.92 F.Y.93 

1,183 

20 
12 
14 

1,229 

BASE RECONCILIATION REPORT 
for 1992-1993 Biennium 

1,183 

23 
42 

7 

1,255 
2,484 

GENERAL FUND 
F.Y.92 F.Y.93 

OTHER STATE FUNDS 
F.Y.92 F.Y.93 

1,183 

20 
12 
14 

1,229 

1,183 

23 
42 

7 

1,255 
2,484 

FEDERAL FUNDS 
F.Y.92 F.Y.93 
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ACF l9'J2-93 Biennial .Budg 
PROC.. f: Agency-wide 

AGENCY: Workers' Compensation Court of Appeals 

DECISION f!'EM: Salary and other cost increases 

AGENCY PLAN: 

Expenditures 
General Fund 

Workers Comp Special Fund 

Rc..-venucs 
General Fund 

Workers Comp Special Fund 

GOVERNOR'S RECOMMENDATION: 

Expenditures 
General Fund 

Workers Comp Special Fund 

Revenues 
General Fund 

Workers Comp Special Fund 

Requires statutory change: Yes 
Statutes Affected: 

ffEM SUMMARY: 

F.Y. 1992 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

0 

55 

0 

55 

0 

55 

0 

55 

X 

Dollars in Thousands 
F.Y. 1993 F.Y. 1994 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

No 

0 

108 

0 

108 

0 

108 

0 

108 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

0 

108 

0 

108 

0 

108 

0 

108 

F.Y. 1995 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

0 

108 

0 

108 

0 

108 

0 

108 

The proposal is for an increase of $55,000 in F.Y. 1992 and $108,000 in F.Y. 1993, to cover 
increased salary costs, including conversion of annual leave to deferred compensation, and supplies 
and expense inflation. 

RA'llONALE: 

The proposed increase breaks out as follows: 

Operations (Supplies, communications) 
Conversion of annual leave to 

deferred compensation 
Salaries - bargained and mandated increases 

Total 

F.Y. 1992 F.Y. 1993 

$ 

$ 

3 $ 

5 
47 
55 

7 

5 
96 

108 

These funds are requested from the Workers' Compensation Special Fund. No General Fund money 
is included in this request. The proposal conforms lo Department of Finance instructions regarding 
salary and inflation costs, where they can be funded by new revenue. 

GOVERNOR'S RE(X)MMENDATION: 

The Governor concurs with the agency's plan. 
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AGENCY: Commission on Reform and Efficiency (CORE) 1992-93 Biennial Budget 

MISSION: 

The Governor proposes to create a 2-year public/private sector commission to identify immediate cost 
savings in state government and to recommend long-term actions for improving state government 
efficiency and effectiveness. The title of this organization will be the Commission on Reform and 
Efficiency (CORE). 

CORE will undertake 3 major tasks: 

1. Develop recommendations for changes to state government operations that will generate 
immediate savings (within the 1992-93 biennium). 

2. Propose investments in new systems and technology lo improve state management and produce 
long-term savings. 

3. Develop a restructuring plan for state government to streamline service delivery and reduce costs 
of operation. 

GOVERNOR'S RECOMMENDATION: 

The Governor recommends funding for the commission through direct General Fund appropriations 
and through matching contributions from private sources. Contributions will be made to and 
expended from the State Gift Fund. The appropriations will be to the Commissioner of 
Administration for the purposes of funding the activities of the commission. 

CORE.AGY 
2-15-91 8:49am jms 
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DATE: 

AGENCY: 
PROGRAM: 

,5/91 oa:30:57. 

CORE C01111ISSION 
CORE C01111ISSION 

ACTIVITY RESOURCE ALLOCATION: 
=-----====--------===··· ............. - -----------

CORE COHHISSION 
----------------
TOTAL EXPENDITURES BY ACTIVITY 

DETAIL BY CATEGORY: 
----------------
STATE OPERATIONS 
----------------
TOTAL EXPENDITURES BY CATEGORY 

SOURCES Of FINANCING: 
---------------------
DIRECT APPROPRIATIONS: 

GENERAL 
STATUTORY APPROPRIATIONS: 

GIFTS AND DEPOSITS 

FY 1989 
=========== 

1992-1993 BIENNIAL BUDGET 
(DOLLARS IN THOUSANDS) 

Es1:. 
FY 1990 FY 1991 

=========== 

========a:-= 

AdJUS1:ed 
Base 

=========== 

FY 1992 

Agency 
Pian 

----------------------

----------- -----------

=================================== =========== ======2•••= =========== =========== =========== 
TOTAL FINANCING 

Governor 
Reco1n1n. 

=========== 
2.000 

2,000 

2,000 

2,000 

1,000 

1,000 

2,000 

AdJus1:ed 
Base 

=========== 

PAGE: ·oz 

FY 1993 

Agenoy 
P1a1n 

Governor 
Raoomm. 

:---------- ===-=-----~ 
<11.,000> 

:--•======- ~---===---- ----------· 
<11>000> 

<11,000> 

=========== =========== -----------
<lli,000> 

<11,000> 

---~-----=~ ----------: -----=-----
<11 .. 000> 
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ACITVITY: Refonn/Efficiency Commission 
Management Analysis 
Administration, Department of 

1992-93 Biennial Budget 
PROGRAM: 

AGENCY: 

DECISION ITEM: Fund a 2-Y ear Commission to Examine State 
Operations 

Dollars in Thousands 
F.Y. 1992 F.Y. 1993 F.Y. 1994 

AGENCY PLAN: 

Expenditures 
General Fund $ 1,000 $ (11,000) $ (10,000) 
Gift Fund $ 1,000 $ $ 

Revenues 
Gifts Fund $ 1,000 $ $ 

GOVERNOR'S RECOMMENDATION: 

Bxpenditures 
General Fund $ 1,000 $ (11,000) $ (10,000) 
Gift Fund $ 1,000 $ $ 

Revenues 
Gift Fund $ 1,000 $ $ 

Requires statutory change: Yes .2£ No 
Statutes Affected: 

ITEM SUMMARY: 

F.Y. 1995 

$ (10,000) 
$ 

$ 

$ (10,000) 
$ 

$ 

The Governor proposes to create a 2-year public/private sector commission to identify immediate cost 
savings in state government and to recommend long-term actions for improving state government 
efficiency and effectiveness. It will be titled: The Commission on Reform and Efficiency 
(CORE). 

BACKGROUND: 

The commission will undertake 3 major tasks: 

1. Recommend changes in current state government operations that will produce immediate savings 
and improved accountability. 

Teams of representatives of business and government will identify areas for reducing operating 
costs within and across agencies. The commission's goal is to generate $11 million of savings 
during the 1991-93 biennium. If this goal is not met, the Commissioner of Finance would, at 
the Governor's direction, unallot from agency budgets to meet the goal, possibly imposing across­
the-board cuts. 

2. Recommend investments in new systems and technology to improve state government 
management and operations and produce long-tenn savings. Examples include improved cost 
accounting and improved perfonnance management systems. 

3. Recommend alternative strategies for delivering government services, a major restructuring of 
,state gdvernment, to streamline service delivery, reduce costs and improve accountability. 
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The scope of the commission's activities will include the following: 

111 Examine stale government services to delennine if they meet current needs; are redundant, 
competitive, or contradictory; and are delivered cost effectively. The commission will examine 
whether services would best be deliver~ by state government, local governments, or the private 
for-profit and not-for-profit sectors. 

1111 Oversee an analysis of state government, evaluation of key programs, development of strategic 
plans for state services, a reorganization plan for streamlined delivery, and redesign and 
reengineering of management and operational systems. 

1111 The commission will be comprised of representatives of state government, local government, 
business, and labor. It will be staffed by the Department of Administration. Other agencies will 
assign staff to work with the Department of Administration. 

1111 The commission will work in 7 functional committees: health and human services, environment 
and natural resources, general government, education, economic development and infrastructure, 
criminal justice, and business regulation and enforcement. It will involve employees of affected 
agencies in all phases of its work to ensure successful implementation. 

RATIONALE: 

For 6 years during the 1980's Minnesota ranked 3rd in total government spending. Spending grew 
at rates 35% higher than personal income, 42% higher than the gross state product, and 57% higher 
than inflation. 

Current delivery systems for most government programs are complex, cumbersome; and fragmented, 
often imposing multiple, and at times conflicting, requirements on service providers and citizens. 
Managers and line workers are held accountable for meeting bureaucratic requirements rather than 
meeting the service needs of citizens. 

Minnesota must manage its limited resources wisely by examining costs and redesigning services to 
better meet the needs of its citizens, by continuing to adopt modem management practices, and by 
utilizing current technology to enhance quality and efficiency. 

The state faces a long-term structural imbalance between revenues and expenditures. A partnership 
between government, business, and labor will provide the necessary perspective and expertise for a 
fundamental reshaping of Minnesota's public services. 

GOVERNOR'S RECOMMENDATION: 

The Governor recommends a General Fund appropriation of $1,000,000 to the Commissioner of 
Administration to be used to fund the activities of the commission. This appropriation must be 
matched by private contributions on a one-to-one basis, with these funds being collected and spent 
from the State F.xpendable Trust Gift Fund. The commission will make recommendations to produce 
savings of at least $11,000,000 in the 1992-93 biennium. If the goal is not reached, the Governor 
will direct the Commissioner of Finance to unallot from agency budgets the balance required to meet 
this goal. 
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ACI ., l: 19'J2-93 Biennial Budg 
PROGRAM: 

AGENCY: Finance Non-Operating 

DECISION fIEM: 'State Fund Mutual Insurance Company Loan 
Repayment 

Dollars in Thousands 
F.Y. 1992 F.Y. 1993 F.Y. 1994 F.Y. 1995 

GOVERNOR'S RECOMMENDATION: 

Expenditures 
General Fund 

Revenues 
General Fund 

Requ.in:a statutory change: ~ 
Statutes Affected: M.S. 176All 

fIF..M SUMMARY: 

Yes 

$ -0-

$ 5,444 

$ -0- $ -0- $ -0-

$ (600) $ (600) $ (600) 

No 

The State Mutual Fund Insurance Company owes the State of Minnesota $6,044,000 on a loan that 
was made to them in the 1980's. The November 1990 forecast assumed principal and interest 
payments on this loan of $600,000 annually. The above amounts represent full repayment of the 
loan in F.Y. 1992 as follows: 

Total amount owed on loan 
Less F.Y. 1992 P & I payments 
Net change to General Fund 

RATIONALE: 

F.Y. 1992 

$6,044,000 
(600,000) 

$5,444,000 

In 1983, the Legislature created the State Fund Mutual Insurance Company, a nonprofit indepen­
dent public corporation, as part of the workers' compensation rate deregulation legislation. The 
purpose of the fund was to compete with private insurers, to gauge whether rates charged by 
private insurers were reasonable to cover losses, and to assure that workers' compensation insur­
ance would be available. 

The company secured a loan from the general fund so that it could begin business and compete 
with companies in the private sector. The terms of the state loan are very favorable to the com­
pany. The interest rate is eight percent annually, and the scheduled principal repayments can be 
deferred solely at the discretion of the company. 

The president of the State Mutual Fund believes that the company has accomplished its original 
goals, and that there is no reason to continue it as a public entily. He has proposed to change the 
legal stalus from a non-profit public entity, controlled by the state, to a fully private insurance 
company. If approved, the company proposes to accelerate the loan repayment, with the option to 
completely repay the loan at any time. However, the company claims that private lenders will not 
commit to making a loan lo them until the composition of the board of directors is changed to 
remove control from the stale government. 

GOVERNOR'S RECOMMENDATION: 

The Governor recommends that the law be amended to recreate the company as a private legal 
entity. However, it is recommended that any change in the legal status of the company be condi­
tioned upon first repaying the state loan in full. 
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