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Ré: :S’tﬁppleﬁfféﬁt Budget I‘tems Errata and ( mxssmns to the Governor s 2000-01 Biennial
- Budget ¥Change Order #3 (Relates to Veteran Affairs Department and revised
recommendations for the Persian Gulf Bonus)

), ;}

« Only changes submitted under my s1gnature should be comsldered as gfﬁmzilmhanges in fhe;,

" Governor's Budget. This procedure is necessary to ensureicontrol over the CieneralpFund aaiid e

* Balarice ‘as well as eliminate confusion regarding the Govemor s Recommgmﬂatlons Th1s

process has worked well in past legislative sessions. - - R

New numbers and” language were inserted whﬂe deletmg old mappropnate }%ﬂiguage or' -
references on the budget narrative palges New or revised pages have been copied with original
budget data remaining on the opposxte page side to allow for ease in msel’%mgyand removal of e
pages into three ring binder budget books - ; =

Please find the following page updates: - .
State Government:
Veteran Affairs Department: - s

Pages F-514, F-516, F-517, F-521, F-522, F-529 and F-530 were reV1sed; new pages F- 530&
and F-530b were added. o

AN EQUAL OPPORTUNITY EMPLOYER
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Bill Summary - State Government

Administration, Department of
Administrative Hearings, Office of
Amateur Sports Commission
Arts Board
Campaign Finance and Public Disclosure Board
Capitol Area Architectural and Planning Board
Constitutional Officers

Attorney General

Governor's Office

Secretary of State

State Auditor

State Treasurer
Disabled American Veterans
Employee Relations, Department of
Finance, Department of

Debt Service

Tort Claims

Contingent Accounts
Government Innov. & Coop., Board of
Humanities Commission
Investment, Board of
Lawful Gambling

2000-01 BIENNIAL BUDGET

-INDEX-

STATE GOVERNMENT

Page Number

F-169

F-145 -

F-452
F-460

F-37
F-294

F-92 -

F-42
F-16
F-50
F-83
F-557
F-324
F-302

F-323

F-319
F-321

F-47
F-457
F-132
F-559

Legislature/Commissions
House )
Senate
Legislative Commissions
Legislative Audit Commission
Legislative Rent '
Lottery
Military Affairs, Department of
Military Order of the Purple Heart
Minnesota Office of Technology
Public Broadcasting
Statewide Retirement Funds
Minnesota State Retirement Association
Public Employees Retirement Association
Teachers Retirement Association
Local Retirement Funds
1st Class City Teachers’ State Aid
Local Police-Fire Amortization Aid
Minneapolis Employees Retirement (MERF)
Racing Commission
Revenue, Department of
Strategic and Long Range Planning, Office of
Veterans Affairs, Department of
Veterans of Foreign Wars

The Governor’s 2000-01 Biennial Budget can be viewed at
_the Department of Finance’s web site at:
http://www.finance.state.mn.us/bis
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2000-01 Biennial Budget
Bill Summary: State Government

Funding provided in the State Government program area of the state budget provides basic policy and business operations for the state. Activities of the legislature,
constitutional officers, the departments of Administration, Revenue, Finance, Employee Relations, Minnesota Planning, and other medium and small agencies are supported

through this budget.

=T
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State Government. Funding (8000s) 1998-99 Biennium B ~ 2000-01 Biennium

Agency General Fund | % of Total { AllFunds | % of Total | | General Fund | % of Total | All Funds | % of Total
Legislature 118,143 15.40 119,031 254 118,083 | 16.10 | 118,991 | 2.26
Governor/Lt. Governor 7,700 1.00 7,742 0.16 8,223 | 1.12 8,223 0.16
State Auditor - 16,580 { 2.16_ 16,616 0.35 1. 17,962 245 17,998 0.34
State Treasurer 4314 0.56 | 4314 0.09 | 4,493 0.61 | 4,493 0.09 |
Attorney General 65,997 8.60 © 80,000 1.70 61,285 8.35 72,200 137
Secretary of State 11,853 1.54 13,060 0.28 12,306 1.68 13,263 0.25
Administration 62,326 8.12' | 146,816 3.13 39,231 5.35 101,480 1.93
Revenue 168,975 22.03 187,332 3.99 181,703 2477 198,517 3.77
Finance 54,563 | . __7.11 54,563 1.16 55,353 7.55 55,353 1.05
Employee Relations 16,186 2.11 | 630,837 13.44 36,372 4.96 668,380 -12.70
Minnesota State Retirement System 8,030 1.05 562,537 11.99 8,012 1.09 611,958 11.63
Local Pension Funds 85,176 11.09 2,459,768 52.42 66,219 9.02 2,940,982 55.87
Planning, Strategic and Long Range 11,882 1.55 | 14,349 0.31 - 12,022 1.64 13,950 0.27
Minnesota Office of Technology 9,4}16 i 0123 Lo 9;,419;. . 020 - 8,909 | 1.21 9,337 0.18
Arts Board ek D202 L 343 27515 . 059 126,158 3.57 27,250 0.52
Military Affairs . 22489 % 293 f 75,143 ¢ C1.60 || 23,107 | 315 99,655 1.89
Veterans Affairs 20,768 | . .- 271} 2455710 0527 | 13,912 1.90 | 18,059 | 0.34
All Other Agencies - Items - , 56,591} 738 . 2595444 . - 553 40213 5.48 283,063 538
Total (Direct, Open, and Statutory) |- - 767,001} . .- "'} 46031437 733,563 vt 1. 5263152




2000-01 Biennial Budget
Bill Summary: State Government
(Continued)

F.Y. 2001

F.Y. 2000
Base Adjustments by Categorym .4 General Fund. |_All Funds | Genera! Fund | All Funds .
Attorney General Costs LA Me . o200 T asl . m |
New Programs to Agency Base .14 233 | . 233 ]
Biennial Appropriations o 4900 4 © 1,601 1601 1. .
Caseload/Enrollment Change QInL — - | e ..
One-Time Appropriations . (29,034).4 ... (28,856). (29,034) | ..
Open Approp. Forecast Adjustment 1,727) 119,853 (3,022) 249,409 |
Doc. Space Rental/Lease 970 970 865 895
Small Agency Operational Expense 75 75 152 152
Statewide Administration Systems 171 177 171 177
2000-01 Salary & Benefit Base 5,211 5,460 10,616 11,118
1999 Salary Sup. Transfers 199 199 222 222
Program/Agency Sunset (195) (195) (29) 29)
System Development Cost (478) (478) (466) (466)
Transfer Between Agencies 273) |. 1,981 (273f 1,981
Uniform Pension Bill Reduction - - (163) (163) (163) (163),
Totals - - (20,024) 103,678, (18,911) 235,930
. - - ""% i "i\“',w
b §oms {0

[ S

Note: Individual base adjustments may be positive or
ivhegative depending on the item and adjustment

'category, all category amounts shown here are net
f-ﬁgures:‘ .




2000-01 Biennial Budget

AGENCY: Legislature- e ‘;; - I ;,_.'l‘,-iw o
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The legislature is- 1 of '3 branches. (the others are the execuuve and _]l.ldlClal
branches), created by the Constitution of the state of Minnesota. The legislature
consists of the HOUSE OF THE 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 COORDINATING COMMISSION (LCC)-GENERAL

SUPPO

The commission, established in 1973, coordinates certain activities of the Senate
and House of Representatives and serves as an umbrelia organization over joint
agencies and legislative commissions. It determines the benefits for all employees
of the legislature and health benefits for legislators. The commission reviews
budget requests and establishes the complement for all commissions and joint
agencies under its jurisdiction. The LCC also sets the compensation for all
employees under its jurisdiction. The president of the Senate and the Speaker of
the House alternate annually as chairperson. The commission provides staff
support for the Compensation Council, the Regent Candidate Advisory Council,
the Board of Trustees Candidate Advisory Council, the Joint House-Senate
Subcommittee on Claims, and the Electric Energy Task Force. The LCC
coordinates the provision of sign language interpreters at legislative hearings and
meetings for citizens who are deaf or hard of hearing. The LCC Office of
International Affairs serves as the main point of contact in scheduling meetings
and arranging itineraries for visiting deleganons seekmg to learn more about the
legislative process in Minnesota. .

Complement: 5.0 FTE

The commission was originally established in 1979 and now exists as a
subcommittee of the LCC. It assists the legislature by monitoring the collective
bargaining process between the state and its employees, and providing interim
approval of negotiated agreements and arbitrated awards. The commission also
reviews and approves the Commissioner’s and Manager’s Pay Plans for

unrepresented employees .é,fv the state.. In addition, the Governor’s salary proposal
for agency heads is reviewed for ratification. Other duties include the monitoring
of the state Civil Service:System, conducting research as directed, and performing
other functions as delegated by the legislature. "

T e A

Complement 1. 5

WOMEN- §LCESW) e e e

S SN LI iw cr el i
Estabhshed A1 1976 th@ Purpose of the LCESW 1s the study of all matters relatmg
to the economic status of women in anesota mclndmg the -economic secunty
of homemakers and women in the labor force, opportunities for educatlonal and
vocational training, employment opportunities, 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. -

Complement: 3.0

LEGISLATIVE COMMISSION ON PLANNING AND FISCAL POLICY

The commission was established in 1987 and 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 Partlcular items and requlrmg recommendations to the
leglslature “Tn addition to prOJected state 'revenue, expenditures ‘and tax
eéxpenditures, other sub_lects include economic and fiscal policy, mix of revenue
sources for" progfamé "mvestxg‘hndn of * fate buﬂdmg needs and other related
matters

? BT

Complement' 0t

EET R T

LEGISLATIVE COM]\/IISSION ON PENSIONS AND RETIREMENT

The commission was estabhshed 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.

Complement: 3.5
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State of Minnesota
2000-2001 Biennial Budget
(Dollars in Thousands)

Agency: LEGISLATURE

Y.2000 . ' F.Y. 2001
Agency Summar Actual Actual Budgeted FY
gency y F.Y. 1997 - F.Y.1998 F.Y. 1999 Agency Governor Agency Governor
Base Request Recomm. Base Request Recomm.
EXPENDITURES BY PROGRAM: L ‘ ‘ ’
HOUSE OF REPRESENTATIVES 22,646 23.299 30.440 26.451 26.451 ‘ : 26451 | 27.043 27.043 27.043
SENATE 16.628 17.849 20.541 "18.353 18.353 18353 1 - 18798 18.798 18.798
LEGISLATIVE COORDINATING CMSN . 7.270 7.290 9.515 8.488 8.488 8.488 8.642 8.642 8.642
LEGISLATIVE AUDIT COMMISSION i 4,710 4877 5220 | 4.780 4780 . *-4780 1. 7141910 4910 4910
NONSALARY INFLATION | 0 0 oy -~ 0o 0 - 503 - 0 0 1.023
Total Expenditures I 51,254 53.315 65,716 " 58,072 58,072 ' 58575 59,393 59.393 60.416
FINANCING BY FUND:
DIRECT APPROPRIATIONS:
GENERAL 50.657 52,507 64.539 57.536 57.536 58.039 58.833 58.833 59.856
HEALTH CARE ACCESS 101 .. 109 191 150 150 150 150 150 150
TRUNK HIGHWAY 35 - 38 36 37 37 37 37 37 37
AGENCY 61 241 273 255 255 255 279 279 279
STATUTORY APPROPRIATIONS:
GENERAL ) 400 ) 420 677 94 94 94 94 94 94
Total Financing 51.254 53.315 65.716 58.072 58.072 58.575 59,393 59.393 60.416
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Agency: LEGISLATURE

State of Minnesota
2000-2001 Biennial Budget
BASE RECONCILIATION REPO}BT‘

(Dollars in Thousands)

" All Funds

| . Other State Fﬁnds

General Fund Federal Funds
F.Y.00 | F.Y.01 | F.Y.00 [ FY.01 | FY.00 [ F.Y.01 | FY.00 | F.Y.o0f

F.Y.99 BUDGETED 56,850 _ 56,874 56,408~ 56,408 442 - 466| - - 0 0
BASE ADJUSTMENTS

ONE-TIME APPROPRIATIONS <50> <50} <50> <50> 0 0 0 0

DOC. SPACE RENTAL/LEASE _ 24 24 24 24 0 0 0 0

2000-01 SAL. & BEN. BASE 1,248 2,545 1,248 2,545 0 0 0 0
SUBTOTAL BASE ADJUSTMENTS 1222 2519 1,222 2,519 0 0 0 0
BASE BUDGET 58,072 59,393 57,630 58,927 442 466 0 0
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2000-01 Biennial Budget

AGENCY: Legislature
(Continuation)

GREAT LAKES COMMISSION

The commission promotes the orderly, integrated and comprehensive development,
use and conservation of the water resources of the Great Lakes Basin, which
consists of the 8 Great Lakes states, Canada and all water 1nterconnect10ns
between them.

Complement: 0

LEGISLATIVE REFERENCE LIBRARY (LRL)

The Legislative Reference Library (established in 1969) collects, indexes and
makes available public policy information to members and staff of the legislature.
The library’s main clientele are legislators and legislative staff; LRL also serves
executive agencies and the public. State law requires 6 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. -

Complement: 18.0 FTEs

REVISOR OF STATUTES

A nonpartisan professional joint legislative agency prov1d1ng drafting, publjcation,
and miscellaneous other services to the legislature, executive departments and to

the Governor and other constitutional officers., Draftmg services consist prlmarxly;
of bills and administrative rules. Pubucatlons consist of Laws of Mlnnesota
Minnesota Statutes, Minnesota Rules, and miscellangous minor pubhcatlons Other 1

services include computer and administrative support for the legislature. The
Office of the Revisor of Statutes was established in 1939 under the jurisdiction of
the Supreme Court (although the function of revising statutes had been in existence
since 1851). The Revisor’s Office was moved to the legislature under the
jurisdiction of the LCC in 1973.

Complement: 48.5 Full-time, 12 seasonal

OFFICE OF THE LEGISLATIVE AUDITOR AND LEGISLATIVE AUDIT
COMMISSION

The mission of the Office of the Legislative Auditor is to strengthen accountability
in state government. The office completes 50 to 60 financial audit reports and 6 to
8 program evaluation reports each year with a staff of 79. The office is
nonpartisan, and its chief goal is-to produce atdit and evaluation reports that are
accurate and objective. The office is directed by the Legislative Auditor, appointed
for-a 6 year térm by the Legislative Audit Commission. The commission consists
of 20 Iegislators, 10 from the House and 10 from the Senate.

MISSISSIPPI RIVER PARKWAY COMMISSION

The commission, estabhshed 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 coordinates closely with the
National Parkway Commission of the 10 River states.

Complement: 0

LEGISLATIVE COMMISSION ON MINNESOTA RESOURCES (LCMR)

The LCMR recommends to the legislature the allocatlon of 3 dedlcated fundmg
sources for 2-year prOJects that will preserve, protect, develop and mamtam the
state’s natural resources It also provrdes ove;:srght of funded prOJegts and other
resource management appropriations. The 3 ‘funding sources are: the Minnesota
Future Reseurces Fuyrids, the Minmesota Environment and Natural Resources Trust
Fand and. Great Lakes Protection Account:; - The commlsﬁaon consists of 20
legrslators 10 from the House and 10 from the Senate.

Complement 55

RRIT Thde. 0

LCC GEOGRAPHIC INF ORMATION SYSTEMS OFFICE

The LCC Geographic Information Systems Office is responsible for providing the

‘resources for the legislature, (including hardware, software and staff) to support
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2000-01 Biennial Budget

AGENCY: Legislature
(Continuation)

development of redistricting plans, as well as the development and maintenance of
spatial databases and the production and distribution of map data and Internet map
server applications. The office provides staff support for the LCC’s computer
network and web pages.

Complement: 3.0
GOVERNOR’S RECOMMENDATION:

Historically, the courts, the legislature, and other constitutional officers have
departed somewhat from general budget guidelines and have not fully participated
in the executive branch budget process. The Governor respects this separation of
power and the desire of other elected state officials to independently present their
budget requests directly to the legislature without specific recommendations from
the Governor. However, since the Governor is required by law to submit a
balanced budget to the legislature it is necessary to identify funding for those
offices as part of preparing a completed and balanced budget.

The Governor’s general recommendations for the legislature and constitutional
offices reflect his firm commitment to minimizing the overall growth of
government and the resulting tax burden on Minnesota taxpayers. Therefore, the
Governor recommends funding to maintain the existing level of appropriations
previously established by the legislature and increasing that level only for salary
and non-salary inflation. The effect of this overall level of funding should
effectively allow for the same level of service as in the current year. Discretionary
increases in the level of services provided should be reallocated from within the
base budget.

For the Legislature, the Governor’s recommendation includes $3.793 million for
salary inflation and $1.526 million for non-salary inflation.

The Governor makes no recommendation regarding the specific initiatives put
forward by the Legislature to expend the activities of this office.
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Agency: LEGISLATURE
Program: HOUSE OF REPRESENTATIVES

State of Minnesota

2000-2001 Biennial Budget
(Dollars in Thousands)

Activity: HOUSE OF REPRESENTATIVES
F.Y. 2000 F.Y. 2001
Budget Activity Summa Actual Actual Budgeted
udg v id F.Y. 1997 F.Y. 1998 F.Y. 1999 Agency Governor Agency Governor
Base Request Recomm. Base Request Recomm.
EXPENDITURES BY CATEGORY:
STATE OPERATIONS
OPERATING EXPENSES 22,646 23.299 30.440 26.451 26.451 26.451 27.043 27.043 27.043
SUBTOTAL STATE OPERATIONS 22.646 23.299 30.440 26.451 26.451 26.451 27.043 27.043 27.043
Total Expenditures 22.646 23.299 30.440 26.451 26.451 26.451 27.043 27.043 27.043
FINANCING BY FUND:
DIRECT APPROPRIATIONS:
GENERAL 22,646 23,222 30.347 26.374 26.374 26.374 26.966 26.966 26.966
AGENCY 0 77 93 77 77 77 77 77 77
Total Financing 22.646 23.299 30.440 26.451 26.451 26.451 27.043 27.043 27.043
REVENUE COLLECTED:
DEDICATED
AGENCY 79 76 77 77 77 77 77 77 77
Total Revenues Collected 79 76 77 77 77 77 77 77 77
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Agency: LEGISLATURE
Program: SENATE
Activity: SENATE

State of Minnesota
2000-2001 Biennial Budget
(Dollars in Thousands)

F.Y. 2000 F.Y. 2001
Budaet Activity Summa Actual Actual Budgeted
ivi -
udge ty ry F.Y. 1997 F.Y. 1998 F.Y. 1999 Agency Governor Agency Governor
Base .- Request Recomm. Base Request Recomm.
EXPENDITURES BY CATEGORY: ' ’ h
STATE OPERATIONS :
OPERATING EXPENSES 16.628 17.849 20.541 18.353 18.353 18.353 18.798 18.798 18.798
SUBTOTAL STATE OPERATIONS 16.628 17.849 20.541 18.353 18.353 18.353 18.798 18.798 18.798
Total Expenditures 16.628 17.849 20.541 18.353 - 18,353 18.353 18.798 18.798 18.798
FINANCING BY FUND:
DIRECT APPROPRIATIONS:
GENERAL 16.628 17.745 20.246 18.151 18.151 18.151 18.572 18.572 18.572
AGENCY 0 104 108 108 108 108 132 132 132
STATUTORY APPROPRIATIONS:
GENERAL 0 0 187 94 94 94 94 94 94
Total Financing 16.628 17.849 20.541 18.353 18.353 18.353 18.798 18.798 18.798
REVENUE COLLECTED:
DEDICATED
GENERAL 48 93 94 94 94 94 94 94 94
AGENCY 98 104 108 108 108 108 108 108 108
Total Revenues Collected 146 197 202 202 202 202 202 202 202
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Agency: LEGISLATURE
Program: LEGISLATIVE COORDINATING CMSN

State of Minnesota
2000-2001 Biennial Budget
(Dollars in Thousands)

F.Y. 200 F.Y. 2001
Proaram Summa Actual Actual Budgeted 0
g nmary F.Y. 1997 F.Y. 1998 F.Y. 1999 Agency Governor Agency Governor
Base Request Recomm. Base Request Recomm.
EXPENDITURES BY ACTIVITY: ) .
LCC-LEG REFERENCE LIBRARY 1,046 1.027 1.055 1,079 " 1,079 1.079 1.107 1.107 1.107
LCC-REVISORS OFFICE 4,405 4,460 5,708 5,484 5.484 5.484 5,582 5,582 5582
LCC-MISS RIVER PKWY CMSN 35 38 36 37 37 37 37 37 37
LCC-FISCAL AGENTS 215 305 371 317 317 317 317 317 317
LCC-GEOGRAPHIC INFORMATION SYS 158 151 149 153 153 153 158 158 158
LCC-PENSIONS & RETIREMENTS 517 509 566 523 523 523 530 530 530
LCC-GREAT LAKES CMSN 61 49 50 50 50 50 50 50 50
LCC-EMPLOYEE RELATIONS 5 59 114 116 116 116 118 118 118
LCC-COMMISSION OPERATIONS 573 465 1.104 515 515 515 523 523 523
LCC-ECONOMIC STATUS OF WOMEN 214 180 209 214 214 214 220 220 220
LCC-CORPORATE SUBSIDY REFORM 0 12 6 0 0 0 0 0 0
LCC-INFORMATION POLICY TASK 0 3 62 0 0 0 0 0 0
LCC-ELECTRIC ENERGY TASK 41 32 85 0 0 0 0 0 0
Total Expenditures 7.270 7.290 8.515 8.488 8.488 8.488 8.642 8.642 8.642
FINANCING BY FUND:
DIRECT APPROPRIATIONS:
GENERAL 7.073 7.083 9.166 8.231 8.231 8.231 8.385 8.385 8.385
HEALTH CARE ACCESS 101 109 191 150 150 150 150 150 150
TRUNK HIGHWAY 35 38 36 37 37 37 37 37 37
AGENCY 61 60 72 70 70 70 70 70 70
STATUTORY APPROPRIATIONS:
GENERAL 0 0 ‘50 NS B 0 0| -0 -0 0
Total Financing 7.270 7.290 9.515 8.488 " 8.488 8.488 8.642 8.642 8.642
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Agency: LEGISLATURE
Program: LEGISLATIVE AUDIT COMMISSION

State of Minnesota

2000-2001 Biennial Budget
(Dollars in Thousands)

F.Y. 2000 F.Y. 2001
A | el | s
: e e e Agency Governor Agency Governor
Base Request Recomm. Base - Request Recomm.
EXPENDITURES BY ACTIVITY: o i
LEGISLATIVE AUDIT COMMISSION 4 7 7 15 15 15 15 15 15
LEGISLATIVE AUDITOR 4,706 4,870 5.213 4.765 4.765 4.765 4.895 4,895 4.895
Total Expenditures 4,710 ] 4,877 5.220 4,780 4.780 4,780 I 4,910 4910 4,910
FINANCING BY FUND: I
DIRECT APPROPRIATIONS:
GENERAL 4310 4.457 4.780 4,780 4,780 4780 | 4910 4910 4910
STATUTORY APPROPRIATIONS: l
GENERAL 400 420 440 0 0 0 0 0 0
Total Financing 4710 4.877 5.220 4,780 4,780 4,780 4910 4910 4910
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Agency: LEGISLATURE
Program: LEGISLATIVE AUDIT COMMISSION
Activity: LEGISLATIVE AUDITOR

State of Minnesota
2000-2001 Biennial Budget
(Dollars in Thousands)

F.Y. 2000 F.Y.
Budaet Activity Summar Actual Actual Budgeted 2001
udget Activi
g v ¥ F.Y. 1997 F.Y. 1998 F.Y. 1999 Agency Governor Agency Governor
Base Request Recomm. Base Request Recomm.
EXPENDITURES BY CATEGORY:
STATE OPERATIONS
PERSONAL SERVICES 4,028 4172 4518 4,076 4076 4,076 4212 4212 4212
OPERATING EXPENSES 678 698 695 689 689 689 683 683 683
SUBTOTAL STATE OPERATIONS 4,706 4.870 5213 4.765 4,765 4.765 4.895 4,895 4.895
Total Expenditures 4,706 4.870 5.213 4.765 4,765 4,765 4.895 4,895 4.895
FINANCING BY FUND:
DIRECT APPROPRIATIONS:
GENERAL 4,306 4,450 4773 4,765 4,765 4,765 4,895 4,895 4.895
STATUTORY APPROPRIATIONS:
GENERAL 400 420 440 0 0 0 0 0 0
Total Financing 4,706 4.870 5.213 4,765 4.765 4,765 4,895 4.895 4.895
REVENUE COLLECTED:
DEDICATED
GENERAL 400 420 440 0 0 0 0 0 0
NONDEDICATED i
GENERAL 145 74 117 100 100 100 100 100 100
Total Revenues Collected 545 494 557 100 100 100 100 100 100
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Agency: LEGISLATURE
Program: NONSALARY INFLATION

State of Minnesota

2000-2001 Biennial Budget
(Dollars in Thousands)

F.Y. 2000 F.Y. 2001
P Summa Actual Actual Budgeted
rogram summary F.Y. 1997 F.Y. 1998 F.Y. 1999 Agency Governor Agency Governor
Base Request Recomm. Base Request Recomm.
EXPENDITURES BY ACTIVITY:

NONSALARY INFLATION 0 503 0 1.023
Total Expenditures 0 503 1,023
CHANGE ITEMS: _FUND
(B) NON-SALARY INFLATION GEN 503 1.023
Total Change items I 503 | 1.023

FINANCING BY FUND:
DIRECT APPROPRIATIONS:

GENERAL 0 0 0 ! 0 503 ! 0 0 1.023

Total Financing 0 0 0 | 0 503 | 0 0 1.023
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2000-01 Biennial Budget

AGENCY: Legislative Rent

AGENCY DESCRIPTION:

Under M.S.16B.24, the commissioner of Administration is charged with
maintaining and operating capitol complex buildings and grounds. The
commissioner is required by M.S.16B.48 to charge agencies rent to cover costs.
In lieu of rent, the legislature appropriates funds directly to the commissioner to
cover the costs of space used by the legislature, space occupied by congressionally
chartered veterans organizations (M.S.197.55 to 197.58), ceremonial space such
as the capitol mall, and space occupied by Services for the Blind vendors
(M.S.248.07, subd.7)

GOVERNOR’S RECOMMENDATION:

The Governor concurs with the base level of spending.
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LEGISLATIVE RENT
Program: RENT
Activity: RENT

Agency:

i

State of Minnesota
2000-2001 Biennial Budget
(Dollars in Thousands)

. F.Y. 2000 .Y. 2001
Budaet Activity Summar Actual Actual Budgeted FY
udge ty y F.Y. 1997 F.Y.1998 | F.Y.1999 Agency Governor Agency Governor
Base Request Recomm. Base Request Recomm.
EXPENDITURES BY CATEGORY:
STATE OPERATIONS
OPERATING EXPENSES 4.882 5.187 5.249 5.447 5.447 5.447 5.460 5,460 5.460
SUBTOTAL STATE OPERATIONS 4.882 5.187 5.249 5.447 5.447 5.447 5.460 5.460 5.460
Total Expenditures . 4.882 5.187 5.249 5.447 5.447 5.447 5.460 5.460 5.460
FINANCING BY FUND:
DIRECT APPROPRIATIONS:
GENERAL 4.882 5.187 5.249 5.447 5,447 5.447 5.460 5.460 5.460
Total Financing 4.882 5.187 5.249 5.447 5.447 5.447 5.460 5,460 5.460
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Agency: LEGISLATIVE RENT

State of Minnesota
2000-2001 Biennial Budget
BASE RECONCILIATION REPORT

(Dollars in Thousands)

Other State Funds

All Funds General Fund Federal Funds
F.Y.00 | FY.01 | FYy.oo | Fy.o1 | Fy.00 | Fy.o1 | Fy.oo | FY.o1
F.Y. 99 BUDGETED 5,249 5,249 5,249 5,249 0 0
BASE ADJUSTMENTS
DOC. SPACE RENTAL/LEASE 198 211 198 211 0 0
SUBTOTAL BASE ADJUSTMENTS 198 211 198 211 0 0
BASE BUDGET 5,447 5,460 5,447 5,460 0 0
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2000-01 Biennial Budget
Agency Executive Summary

AGENCY: Secretary of State

AGENCY MISSION AND VISION:

The mission of the Office of Secretary of State is to serve the people of the state of
Minnesota by facilitating commerce and promoting democracy through public

participation in governance.

The goals of the office are as follows:

® To continually improve customer service in order to respond to our customers’
needs in a timely, accurate and cost effective manner.

® To increase the productivity and effectiveness of the office of the secretary of
state employees.

®  To provide mandated services to the citizens of Minnesota in a cost effective
manner within the office’s appropriation.

®  To maintain a quality work environment for the office of the secretary of state
employees.

KEY SERVICE STRATEGIES:

The Office of the Secretary of State is committed to making resources and quality
services accessible to our customers in a cost effective, efficient, and courteous
manner.

The secretary of state’s office uses the following strategies in pursuit of its mission
and goals: :

® Sustain and improve customer service through same-day review and filing of
business and UCC documents.

®  Provide better customer service through acceptance of documents via electronic
transmission, fax and other automated means.

B Improve local election administration and election judge performance through
the use of uniform training guides, teleconferencing and videos.

® Increase employee effectiveness through upgrade of computer systems to
client/server environment and the use of desktop publishing and in-house
production of publications.

B Continually examine work processes to eliminate redundant tasks and
redistribute work loads.

® Provide information more efficiently to the public via the World Wide Web:

- voter registration information

- candidate information

- open appointment positions

- general information about office functions

® Maintain a quality work environment by implementing optical imaging for
record storage and a paper less workflow.

® Enhance electronic commerce by implementing the Minnesota Electronic
Authentication Act (digital signatures).

OPERATING ENVIRONMENT:

The Secretary of State serves as the chief election official of the state of Minnesota,
whose primary responsibility is ensuring that elections are administered and
conducted in a fair and impartial manner in accordance with the constitutional and
statutory requirements of the state.

The office is responsible for maintaining a statewide computer network connecting
all 87 county courthouses, linking the records of all registered voters, all uniform
commercial code and farm lien transactions, federal tax liens, and all state and
county election results. The office also assists state and county officials in
conducting elections and provides timely reporting of election results at the state
level as each precinct is reported to their county auditor.

The Office of the Secretary of State is the official repository for all public
documents of the state. It accepts for filing information on all businesses operating
in Minnesota and disseminates information to a wide client group.

Customers include the staff of the Office of Secretary of State; elected officials in
the state of Minnesota; county auditors, county recorders and election officials
from all 87 counties; agents of other governmental agencies; banks and other
lending institutions; attorneys; and the citizens of the state of Minnesota.
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2000-01 Biennial Budget
Agency Executive Summary

AGENCY:  Secretary of State
(Continuation)

ORGANIZATION/PROGRAM STRUCTURE:
The Office of the Secretary of State is organized into one program: Secretary of
State; and 3 budget activities: Administration, Operations and Elections.

ADMINISTRATION
| Office of the Secretary 5.0 fte
Administrative Services 2.0 fte
Fiscal Operations 7.8 fte
Human Resources 1.0 fte

OPERATIONS

Uniform Commercial Code 9.0 fte
‘ Business Services 6.0 fe
| Information Services Division 2.0 fte
Computer Services 15.0 fte
Public Information 8.2 fte
ELECTIONS 7.0 fte

6/30/98 Total FTEs: 73

GOVERNOR’S RECOMMENDATION:

Historically, the courts, the legislature, and other constitutional officers have
departed somewhat from general budget guidelines and have not fully participated
in the executive branch budget process. The Governor respects this separation of
powers and the desire of other elected state officials to independently present their
budget requests directly to the legislature without specific recommendations from
the Governor. However, since the Governor is required by law to submit a
balanced budget to the legislature it is necessary to identify funding for those
offices as part of preparing a completed and balanced budget.

The Governor’s general recommendations for the constitutional offices reflect his
firm commitment to minimizing the overall growth of government and the resulting
tax burden on Minnesota taxpayers. Therefore, the Governor recommends funding
to maintain the existing level of appropriations previously established by the
legislature and recommends increasing that level only for salary and non-salary
inflation. This overall level of funding should allow this office to provide the same
level of service as in the current year. Discretionary increases in the level of
services provided should be reallocated from within the base budget.

For the Secretary of State, the Governor’s recommendation includes $282,000 for
salary inflation and $223,000 for non-salary inflation. Although the non-salary
inflation increase is shown under the Administration budget activity (for display
purposes), it is meant to be available agency-wide. The Governor also recommends
the repeal of the Presidential Primary. The Governor makes no recommendation
regarding the specific initiatives put forward by the Secretary of State to expand the
activities of this office.
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Agency Executive Summary

AGENCY: Secretary of State
(Continuation)

TRENDS AND PERSPECTIVES

Total Budget - All Funds

12

12 —
e —— ———

Millions

ON MO

T T T T T T 1

1994 1995 1996 1997 1998 1999  *2000
*2000 includes $3.5 million for the Presidential

1998-99 Expenditures by Category
Total: $13 Million

Personnel
49%

Operating
51%

1998-99 Fees Collected
Dir. Access $19,144,000
$886,000

4.6% \

UC.C.
Surcharge
$2,298,000\

12.0% o

VR Lst, Lvls,

Tapes

$23,000 T

0.1%
/

Elections
$73,000
0.4%

Bus.
Services
$10,846,000

56.7%

uc.Cc
$2,896,000
15.1%

Rec. Process
$2,122,000
11.1%

1998-99 Expenditures
Total: $13 Million

Communic-
tions
$1,060,000

8.2%

Personnel
$6,477,000

0,
Equipment 49.8%

$1,217,000
9.4%
Other Sup.
Expenses /Materials
$3,983,000 $263,000
30.6% 2.0%
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Agency: SECRETARY OF STATE
Program: SECRETARY OF STATE

State of Minnesota

2000-2001 Biennial Budget
(Dollars in Thousands)

F.Y. 2000 F.Y. 2001
Program Summar Actual Actual Budgeted
rogram Summary F.Y. 1997 F.Y. 1998 F.Y. 1999 Agency Governor Agency Governor
Base Request Recomm. Base Request Recomm.
EXPENDITURES BY ACTIVITY:
ADMINISTRATION 891 862 908 928 928 1.004 954 954 1.101
OPERATIONS 4714 4614 5.399 4,823 © 7.259 4823 4.889 4,963 4.889
ELECTION ADMINISTRATION 599 440 837 4.168 4182 668 778 792 778
Total Expenditures | 6.204 | 5.916 7444 | 9.919 12.369 6.495 | 6.621 6.709 6.768
CHANGE ITEMS: l _FUND. I
(B) GIS COSTS GEN 5 5
(B) IMAGE CONVERSION | Gen | | 2.436 | 74
(B) TRAINING FOR ELECTION OFFICIALS |  GEN | | 9 [ 9
(B) NON-SALARY INFLATION | GeEn | I 76 | 147
(B) REPEAL OF PRESIDENTIAL PRIMARY | GEN | | (3.500) |
Total Change ltems | I l 2,450 (3.424) ' 88 147
FINANCING BY FUND:
CARRY FORWARD:
GENERAL 0 0 0 100 100 100 0 0 0
DIRECT APPROPRIATIONS:
GENERAL 5817 5.421 6.422 9.338 11.788 5914 6.135 6.223 6.282
STATUTORY APPROPRIATIONS:
GENERAL 2 5 5 5 5 5 5 5 5
SPECIAL REVENUE 385 490 714 473 473 473 478 478 478
AGENCY 0 0 3 3 3 3 3 3 3
Total Financing 6.204 5916 7.144 9.919 12.369 6.495 6.621 6.709 6.768
FTE BY EMPLOYMENT TYPE:
FULL TIME 73.0 73.0 73.0 73.0 75.0 73.0 73.0 75.0 73.0
PART-TIME, SEASONAL, LABOR SER 1.0 0.0 0.0 0.0 0.5 0.0 ! 0.0 05 0.0
Total Full-Time Equivalent 74.0 73.0 73.0 73.0 75.5 73.0 I 73.0 75.5 73.0
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Agency: Secretary of State

BASE-YEAR (F.Y. 1999)
Appropriations (F.Y. 1999)

BASE ADJUSTMENT

One-time Appropriation

Biennial Appropriations

2000-01 Salary & Benefits
Statewide Administration Systems
Documented Space Rental Increases
Uniform Pension Bill Reduction

BASE LEVEL (for 2000 and 2001)
AGENCY REQUEST ITEMS

Training for Election Officials
GIS System Plotter Supplies
Image Conversion

AGENCY REQUEST (for 2000 and 2001
GOVERNOR’S INITIATIVES

Non-Salary Inflation
Repeal of Presidential Primary

GOVERNOR’S RECOMMENDATIONS

Brief Explanation of Budget Decisions:

The Office of the Secretary of State is a “net contributor” to the state’s General

2000-01 Biennial Budget
Agency Budget Brief
(§ in thousands)

Fund: General

F.Y. 2000 F.Y. 2001 Biennium There should be a closer relationship between the amount of fees that are charged
to the public and the services that our customers receive.
§5.914 $5.914 §11,828 E Base adjustments include the removal of the following one-time appropriations:
16 6 ) - $20,000 for the United States Postal System interface
3320 21 3341 - $12,000 for the Uniform Partnership Act
93 189 282
6 6 12 ® The following base adjustments comprise the biennial appropriations base
25 25 50 adjustment listed in the table above:
@ @ ® !
$9,338 $6,135 $15,473 - Removal of $93,000 for printing of the Minnesota Legislative Manual.
(The Legislative Manual is printed every other year.)
- Removal of $25,000 related to the operation of a voter information
9 9 18 telephone line. (The voter information telephone line is in operation every
5 5 10 other year.)
2436 o 2510 - Addition of $3,500,000 for holding the Presidential primary in 2000 and
$11,788 $6,223 $18,011 © $1,000 for reimbl}rsing traYel and lodging costs of Electoral College
electors. (The Presidential primary and the Electoral College meeting occur
once every other biennium.) The $3,500,000 request is dedicated to salaries
76 147 223 of the election judges for the 4,040 precincts statewide and the purchase of
(3,500) -0- (3,500) : .
election-related supplies.
$5,914 $6,282 $12,196 - Addition of $18,000 for producing an Election Judge Training Video. (The

Election Judge Training Video is produced every other year.)

- Addition of $40,000 for the Digital Signature Program. (The appropriation
for this program was previously set up as a biennial appropriation. In the
F.Y. 2000-01 biennium, this is set up as a regular appropriation).

Fund. Non-dedicated revenue generated by the Office of the Secretary of State for

F.Y. 1998-99 is projected to exceed the amounts appropriated by the legislature to -
this office by $6.4 million. The Office of the Secretary of State projects that the

Base adjustments also include increases for salaries, rent, statewide
administration systems and a reduction for retirement savings.

agency will generate a total of $19 million in various fees for the General Fund

during the next biennium.
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2000-01 Biennial Budget
Agency Budget Brief

Agency: Secretary of State Fund: General
(Continuation)

B The Secretary of State’s office has 3 agency request items that will provide
greater value to the members of the public who pay for the office’s services.

- An increase of $2,510,000 and 2.5 FTE positions for conversions of
microfilmed document images to a digital image format. In the UCC
division, there are 225 rolls of microfilm. In the Business Services Division
there are 1,582 rolls of microfilm. In addition, there are approximately
410,000 stored microfiche requiring conversion. Conversion of the
antiquated film records, microfiche records, retrieval systems and reader
equipment is necessary to provide the level of service that our fee-paying
customers require. Only by implementing the entire system can the
Secretary of State sharply decrease the time required to process customer
requests, eliminate costly backlogs and provide the level of service needed
by our customers. In F.Y. 1998-99 these customers paid $13,742,000 in
fees into the General Fund for services from the UCC and Business Services
Divisions.

- Anincrease of $9,000 to cover the costs of travel, room rental and related
expenses associated with conducting training conferences and other
meetings with election officials, recounts, pre-election testing of voting
equipment and post-election testing of voting equipment.

- An increase of $5,000 to cover costs related to Geographical Information
System (GIS) plotter supplies.

GOVERNOR’S RECOMMENDATION(S):

For the Secretary of State, the Governor’s recommendation includes $282,000 for
salary inflation and $223,000 for non-salary inflation. The Governor also
recommends the repeal of the Presidential Primary. The Governor makes no
recommendation regarding the specific initiatives put forward by the Secretary of
State.
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2000-01 Biennial Budget
Agency Level Revenue Summary

AGENCY: Secretary of State

REVENUE SOURCES:

The agency projects it will generate non-dedicated revenues of $19 million in the
next biennium.

Non-dedicated revenues generated by the Office of the Secretary of State for the
previous biennium (F.Y. 1998-99) will exceed the dollars appropriated to the
agency by an estimated $6.4 million.

FEE STRUCTURE:

The agency fees include the following:

Business Services: Filing fees for documents by domestic/foreign and nonprofit
corporations, cooperatives, limited partnerships, trademarks, assumed names,
limited liability companies and limited liability partnerships; fees for service of
process, land survey copies and expedited service.

Public Information: Fees for the production of precinct finders, voter registra-
tion and Business Services lists; and direct access to Business Services and
UCC databases.

Elections: Filing fees for individuals who run for public office; sale of maps.
Records Processing: Filing fees for annual/biennial reports/registrations and
reinstatements for Minnesota/foreign business organizations; legal newspaper
registrations and renewals of assumed names.

Uniform Commercial Code: Fees for filing UCC, farm lien and state and
federal tax lien documents; certified copies; good standing and notary

certificates.

Surcharge: Surcharge fee on UCC and farm lien filings.

® Digital Signature Licenses: Fees for certification authority licenses and
recognition of repositories.
The agency does not propose any fee changes for the next biennium.
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Agency: SECRETARY OF STATE

State of Minnesota
2000-2001 Biennial Budget
(Dollars in Thousands)

Biennial Change
F.Y. 2000 F.Y. 2001
Summary of Adency Revenues Actual Actual Budgeted 2000-01 Gov / 1998-99
ry of Agency F.Y. 1997 F.Y. 1998 F.Y. 1999 Governor Governor
Forecast Recomm. Forecast Recomm. Dollars Percent
NON-DEDICATED REVENUE:
DEPARTMENTAL EARNINGS:
CAMBRIDGE DEPOSIT FUND 9.001 9.426 8.842 9.421 9.421 9.677 9,677 830 45%
AGENCY 0 0 2 2 2 2 2 2 100.0%
OTHER REVENUES:
GENERAL 1 2 1 1 1 1 1 (1) -33.3%
OTHER SOURCES:
GENERAL 0 0 1 1 1 1 1 1 100.0%
CAMBRIDGE DEPOSIT FUND 0 0 8 8 8 8 8 8 100.0%
TAXES:
GENERAL 1 1 1 1 1 1 1 0 0%
Total Non-Dedicated Receipts 9.003 9.429 8.855 9.434 9.434 9.690 9.690 840 4.6%
DEDICATED RECEIPTS:
DEPARTMENTAL EARNINGS:
GENERAL 4 3 7 5 5 5 5 0 0%
SPECIAL REVENUE 435 414 468 473 473 478 478 69 7.8%
AGENCY 0 0 3 3 3 3 3 3 100.0%
OTHER REVENUES:
GENERAL 25 0 0 0 0 0 0 0
Total Dedicated Receipts 464 417 478 481 481 486 486 72 8.0%
Agency Total Revenues 9.467 9,846 9.333 9915 9.915 10.176 10.176 912 4.8%|
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2000-01 Biennial Budget

BUDGET ACTIVITY: Administration

PROGRAM: Secretary of State
AGENCY: Secretary of State

ACTIVITY PROFILE:

Administration provides centralized administrative and management support to
office operating divisions by developing and directing the implementation of
organizational policies providing management direction, fiscal services, human
resources and training.

Office of the Secretary is responsible for overall office policy and management
systems development. This office coordinates legal activity with the Office of
the Attorney General and provides support to the secretary in the areas of the
State Canvassing Board, Executive Council and State Board of Investment.

8 Administrative Services is responsible for ensuring that program roles and

responsibility for accomplishing office mandates are clear, staff is adequately
trained, and that accountability, productivity and program effectiveness can be
accurately measured. Administrative services also provides and coordinates the
office’s management support services through the fiscal services section and
the office of human resources and digital signature services.

Fiscal Services is responsible for receipting and tracking all incoming revenue,
handling all incoming mail, and providing the accounting, financial reporting,
purchasing, payroll processing, accounts payable, and general accounting
functions for the office. The section is responsible for processing approxi-
mately 300,000 money transactions each biennium. This unit ensures
compliance with standard accounting principles, state and federal laws, rules,
policies and guidelines for appropriate use of fiscal resources.

Human Resources administers the office's human resources and labor relations
program including employee recruitment, selection, classification, and
compensation; benefits administration, affirmative action, training, health and
safety.

STRATEGIES AND PERFORMANCE:
The administration division has consistently delivered improved services:

® Computerized many fiscal processes, enabling the office to better serve
customers, increase productivity and improve the work environment.

B Increased customer payment options by offering automated clearing house
(ACH) accounts.

® On average, paid 98% of bills within 30 days, exceeding the Department of

Finance goal for the state, reducing interest penalties for late payments, and
maintaining a positive relationship with vendors.
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State of Minnesota
2000-2001 Biennial Budget
(Dollars in Thousands)

Agency: SECRETARY OF STATE
Program: SECRETARY OF STATE
Activity: ADMINISTRATION

F.Y. 2000 F.Y. 2001
Budaet Activity Summa Actual Actual Budgeted 00
g y ry F.Y. 1997 F.Y. 1998 F.Y. 1999 Agency Governor Agency Governor
Base Request Recomm. Base Request Recomm.
EXPENDITURES BY CATEGORY:
STATE OPERATIONS
PERSONAL SERVICES 732 793 804 827 827 827 852 852 852
OPERATING EXPENSES 159 69 104 101 101 177 102 102 249
SUBTOTAL STATE OPERATIONS 891 862 908 928 928 1.004 954 954 1.101
Total Expenditures 891 862 908 928 928 1.004 954 954 1.101
CHANGE ITEMS: _EFUND_
(B) NON-SALARY INFLATION GEN 76 147
Total Change ltems 76 147
FINANCING BY FUND:
DIRECT APPROPRIATIONS:
GENERAL 891 862 908 928 928 1.004 954 954 1.101
Total Financing 891 862 908 928 928 1.004 954 954 1.101
FTE BY EMPLOYMENT TYPE:
FULL TIME 15.8 15.8 15.8 15.8 15.8 15.8 15.8 15.8 15.8
PART-TIME, SEASONAL, LABOR SER 1.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Total Full-Time Equivalent 16.8 15.8 15.8 15.8 15.8 15.8 15.8 15.8 15.8
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2000-01 Biennial Budget

BUDGET ACTIVITY: Operations
PROGRAM: Secretary of State
AGENCY: Secretary of State

ACTIVITY PROFILE:

Operations includes the following management activities: Business Services,
Uniform Commercial Code (UCC) and Information Services.

BUSINESS SERVICES AND UCC

The Business Services management activity reviews, approves and files organizing
documents and amendments for all business, nonprofit, foreign, banking, insurance
and professional corporations, cooperatives, limited partnerships, limited liability
partnerships and limited liability companies formed or doing business in the state.
1t also records trademarks and assumed business names. The division is the agent
for substituted service of process on business entities and holds a copy of the
original land survey records of the state. Filing volumes continue a steady increase
over both the recent and historical past.

Table below shows specific filing volumes:

# of Documents Processed EY. 1998 E.Y. 1999 F.Y. 2000 F.Y. 2001
Business Corporations 12,698 12,750 12,800 12,850
Corporate Amendments 18,475 15,500 16,000 16,500
Nonprofit Corporations 1,727 1,750 1,775 1,800
Foreign Corporations 2,149 2,200 2,250 2,300
Foreign Corporation 1,792 1,750 1,750 1,750
Amendments
New Limited Partnerships 821 850 900 950
Assumed Name Certificates 16,003 16,500 17,000 17,500
Trademarks 1,298 1,250 1,275 1,300
Service of Process 957 1,000 1,000 1,000
Limited Liability Companies 1,704 1,800 1,900 2,000
Limited Liability Partner- 1,195 1,250 1,275 1,300
ships
Miscellaneous 6.933 7.250 7.500 7.750
TOTAL: 65,752 63,850 65,425 67,000
Average filings accepted 21,917 21,283 21,808 22,333
per staff
# of days processing time 1 1 1 1

The Uniform Commercial Code and Certification management activity manages

the financing statements filed under the Uniform Commercial Code. These records
contain information on collateral that has been pledged to secure loans and on state
and federal tax liens. The division provides information on these records to the
lending community for the purpose of determining loan agreements.

UCC also provides the following services:

B Certified copies and certificates of good standing for corporations, assumed
names, limited partnerships, cooperatives, limited liability companies, limited
liability partnerships, and trademarks.

B Notary certificates and apostille certificates on Minnesota notaries public and
public officials.

B The Central Notification System for Farm Product Liens, a computerized
database of information on loans from lenders to farmers, was created by the
1992 Legislature. This system assists the agricultural community in the buying
and selling of agricultural products.

The creation of the UCC statewide computer network and the upgrade of computer
equipment for all 87 county recorders has enabled Minnesota to be a leader in
centralized access to financing information.

Table below shows specific documents processed:

UCC Records F.Y. 1998 EY. 1999 E.Y. 2000 F.Y. 2001
# of documents processed 96,451 96,500 97,000 98,000
# of days processing time 1 I 1 1
UCC Searches

# of requests processed 10,092 14,000 14,400 14,800
# of copies generated 63,924 68,000 69,000 70,500
# of days processing time 2 1 1 1
Tax Liens

# of docs processed 2,944 3,775 3,900 4,100
# of days processing time 1 1 1 1
Certification/Copies

# of requests processed 58,687 60,000 64,000 68,500
# of copies generated 166,392 168,000 171,000 175,000
# of days processing time 1 1 1 1
Central Notification

System

# of documents processed 1,698 1,790 1,850 1,950
# of total registered buyers 435 450 475 500
# of days processing time 1 1 1 1
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2000-01 Biennial Budget

BUDGET ACTIVITY: Operations
PROGRAM: Secretary of State
AGENCY: Secretary of State
(Continuation)

STRATEGIES AND PERFORMANCE FOR BUSINESS SERVICES AND
UCC:

B The Business Services and UCC divisions will use a paperless workflow and
storing documents as optical images to continue to provide same-day
processing of filings received.

B Efficiency of information retrieved will be increased with the use of optical
imaging.

2 Improve customer service by implementing new filing methods:
- Electronic transmission
- FAX

# Business Services customers served: 75,000 per year
- 60,000 with filings ( including 10,000 in-person)
- 15,000 telephone inquiries

# UCC customers served: 113,968-31,800 with filings (including 3,250 in
person)
- 61,940 with requests processed (including 23,430 in person)
- 20,228 telephone inquiries

BUDGET ISSUES FOR BUSINESS SERVICES AND UCC:

An increase of $2,510,000 is requested to cover the costs of conversion of
microfilmed document images to a digital image format. The Office has
approximately 9 million images stored on microfilm, microfiche and paper. These
are records created primarily in UCC and Business Services which must be retained
and stored by the Office and, at the same time, be easily accessible to the public.
Conversion of these records into optical images is a necessity.

A one-time conversion will: improve access and customer service by providing
better quality documents which are simultaneously available to multiple customers
at multiple locations; reduce costs associated with storing, maintaining and
retrieving multiple record types; and result in a streamlined, coherent system which
uses technology to better serve our customers.

INFORMATION SERVICES

The Information Services management activity includes: Computer Services,
Public Information and Records Processing.

Computer Services section provides computer programming support and manages
all electronic storage of information gathered by other divisions and sections of the
Office of Secretary of State; voter registration information maintained by
Minnesota county auditors and uniform commercial code system information
maintained by Minnesota county recorders. The databases are:

Voter Registration System

Election Reporting System

Business Services System

Uniform Commercial Code (UCC) System

Central Notification System for Farm Product Liens

STRATEGIES AND PERFORMANCE FOR INFORMATION SERVICES:

Implemented an electronic transfer of tax liens from the Internal Revenue
Service to all 87 Minnesota counties.

Upgraded mainframe to new software levels.

Upgraded office LANs and PCS to meet the demands of the office.

B Maintained and enhanced existing applications software.

Public Information section disseminates information on businesses registered in
Minnesota, UCC filings, election information and registered voters. Public
Information has primary responsibility for:

& Producing 700 to 900 customized Voter Registration lists each year for election
administration, political activities or law enforcement purposes;

B Providing information to 6,000 customers per week through our Public
Information Telephone Lines; and

8 Providing 450 Direct Access subscribers with on-line view-only access to major
databases maintained by the office.
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BUDGET ACTIVITY: Operations
PROGRAM: Secretary of State
AGENCY: Secretary of State
(Continuation)

Table below lists section activity:

F.Y. 1998 F.Y. 1999 F.Y. 2000 F.Y. 2001
Records/Lists Sold
VR Lists/Labels/Tapes 461 900 500 900
Log Printouts 2,000 2,000 2,000 2,000
Business Services Tapes 41 48 48 48
Business Services 1,560 2,028 2,434 2,434
Lists/Labels
Direct Access (DA)
Paid Subscribers 438 438 438 438
Business Information
Lines
Incoming Calls 325,154 373,927 430,016 494,518

Records Processing section provides data entry for all business and UCC
documents filed in the Office of the Secretary of State and is responsible for:

® Ensuring the integrity of the databases by entering accurate data on a daily basis
into the computer. The information is available to each of the 87 counties in the
state.

B The statutory dissolution of Minnesota corporations that fail to file a registration
for a 3 year period. The section also revokes certificates of authority to do
business in Minnesota when a foreign corporation fails to file an annual
registration.

B The administrative terminations of Minnesota liability companies and all
revocations of foreign limited liability companies that fail to file the biennial
registration for 2 consecutive filing periods.

Table below lists specific processing activity:

F.Y. 1998 F.Y. 1999 F.Y. 2000 F.Y. 2001
Annual Registrations:
Domestic Corporations
Filed 73,402 75,000 78,000 81,000
Rejection Rate 17% 17% 17% 17%
Statutory Dissolutions 6,409 6,500 6,600 7,000
Reinstated 279 325 350 400
Foreign Corporations
Annual Registrations Filed 11,790 12,500 13,000 14,000
Fees in excess of minimum $486,874 $500,000 $510,000 $525,000
Revocations 1,424 1,800 2,200 2,500
Nonprofit Corporations
Filed 20,137 21,500 22,500 23,500
Rejection rate 9% 9% 9% 9%
Statutory Dissolutions 23,298 1,000 1,000 1,000
Reinstated 280 3 3 3
Legal Newspapers
Filed 347 350 355 360
Rejection Rate 1% 1% 1% 1%
Renewals:
Assumed Names
Due to Expire 9,262 10,467 10,829 10,808
Renewed 2,018 2,300 2,500 2,700
Trademarks
Due to Expire 846 716 890 893
Renewed 257 270 280 280
Records - Data Entered:
Business Services 65,752 63,850 65,425 67,000
ucCc 96,451 96,500 97,000 98,000
Biennial Registrations:
Minnesota Limited Liabil-
ity Companies
Filed 1,549 2,000 2,500 3,000
Rejection Rate 31% 31% 31% 31%
Administrative Terminations 110 175 225 250
Reinstated 12 20 30 40
Foreign Limited Liability
Companies
Filed 476 700 900 1,100
Rejection Rate 3% 3% 3% 3%
Revocations 17 20 25 30
Reinstated 0 3 5 7

23,398 Minnesota nonprofit corporations that were registered prior to 1990 were
statutorily dissolved as of 12-31-97 for failure to file an initial annual registration,
thus making more entity names available to the public and providing a more
accurate data base.
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State of Minnesota

2000-2001 Biennial Budget
(Dollars in Thousands)

Agency: SECRETARY OF STATE
Program: SECRETARY OF STATE
Activity: OPERATIONS
LY. .Y.
: Budget Activity Summa Actual Actual Budgeted F.Y. 2000 F.Y. 2001
g v i F.Y. 1997 F.Y. 1998 F.Y. 1999 Agency Governor Agency Governor
Base Request Recomm. Base Request Recomm.
EXPENDITURES BY CATEGORY:
STATE OPERATIONS
PERSONAL SERVICES 1.731 1.991 2,152 2.367 2441 2.367 2,436 2510 2,436
OPERATING EXPENSES 2,983 2,590 3.246 2455 4817 2.455 2,452 2452 2452
SUBTOTAL STATE OPERATIONS 4714 4,581 5.398 4,822 7.258 4,822 4,888 4.962 4,888
CAPITAL OUTLAY 0 33 0 0 0 0 0 0 0
PAYMENTS TO INDIVIDUALS 0 0 1 1 1 1 1 1 1
Total Expenditures 4.714 4,614 5.399 4.823 7.259 4.823 4.889 4.963 4.889
CHANGE ITEMS: _FUND
(B) IMAGE CONVERSION GEN 2.436 74
Total Change ltems 2,436 74
FINANCING BY FUND:
DIRECT APPROPRIATIONS:
GENERAL 4327 4119 4,679 4,344 6.780 4.344 4.405 4,479 4,405
STATUTORY APPROPRIATIONS:
GENERAL 2 5 5 5 5 5 5 5 5
SPECIAL REVENUE 385 490 714 473 473 473 478 478 478
AGENCY 0 0 1 1 1 1 1 1 1
Total Financing 4.714 4614 5.399 4.823 7.259 4.823 4.889 4.963 4.889
REVENUE COLLECTED:
DEDICATED
GENERAL 29 3 7 5 5 5 5 5 5
SPECIAL REVENUE 438 416 470 475 475 475 480 480 480
AGENCY 0 0 1 1 1 1 1 1 1
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Agency: SECRETARY OF STATE
Program: SECRETARY OF STATE
Activity: OPERATIONS

State of Minnesota
2000-2001 Biennial Budget
(Dollars in Thousands)

F.Y. 2000 F.Y. 2001
Budaet Activity Summ Actual Actual Budgeted
a
udget Activity ry F.Y. 1997 F.Y. 1998 F.Y. 1999 Agency Governor Agency Governor
Base Request Recomm. Base Request Recomm.
NONDEDICATED

GENERAL 0 3 3 3 3 3 3 3 3
CAMBRIDGE DEPOSIT FUND 8.935 9.424 8.779 9.428 9.428 9,428 9.604 9.604 9.604
Total Revenues Collected 9.402 9.846 9.260 9.912 9.912 9912 10.093 10.093 10.093

FTE BY EMPLOYMENT TYPE:
FULL TIME 50.2 50.2 50.2 50.2 52.2 50.2 50.2 52.2 50.2
PART-TIME, SEASONAL, LABOR SER 0.0 0.0 0.0 0.0 0.5 0.0 0.0 0.5 0.0
Total Full-Time Equivalent 50.2 50.2 50.2 50.2 52.7 50.2 50.2 52.7 50.2
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2000-01 Biennial Budget

BUDGET ACTIVITY: Election Administration
PROGRAM: Secretary of State
AGENCY: Secretary of State

ACTIVITY PROFILE: The Election Division is responsible for the administra-
tion of the constitutional and statutory duties of the Secretary of State related to
elections.

The goal of this activity is to insure that elections are conducted honestly and fairly
in conformance with Minnesota election law.

In addition to election administration, the following activities are also carried out
by the division.

® Administration of the Open Appointments Act. The goal of this activity is to
provide Minnesota residents with an opportunity to apply for and seek
appointment to state councils, boards and commissions.

® Dissemination of Election-Related Information. The goal of this activity is to
make election-related information readily available for public use.

B Preservation of Public Documents. The goal of this activity is to make official
public documents readily available for public use.

STRATEGIES AND PERFORMANCE: The division provides advice, guidance
and information on election-related matters to 3,000 local election officials, 17,000
elected officials, 28,000 election judges and over 30,000 candidates for public
office. The Division is also responsible for supervision of elections for the Public
Employees Retirement Association board of trustees and the Minnesota Indian
Affairs Council. The Division provides information on election-related matters to
members of the legislature and legislative staff, other state agencies, the news
media and the general public.

To facilitate public participation in the process of appointing members to state
boards and commissions, the division:

B Advertises vacancies on state councils, boards and commissions on the
Secretary of State’s Web site once every month.

® Prepares and mails a monthly listing of vacancies to over 1,100 television and
radio stations, newspapers and individuals.

The division publishes the Minnesota Legislative Manual, which is the official
record of state government; the Minnesota Legislative Manual: Abridged Edition,
which is distributed for classroom use in the public schools; Minnesota Election
Results, which records the results of the state primary and state general elections;
and Minnesota Elected Officials, which is a compilation of all state, federal and
county elected officials in Minnesota. Each is published biennially.

The division also prepares and distributes Minnesota Voters Guides for the
precinct caucuses and the state elections, which is also made available to the
public electronically on the World Wide Web. The Division also makes this
information available on request on audio cassettes and in Braille format for
vision-impaired persons.

The division maintains a database of precinct and election district boundaries in
Minnesota and prepares maps of the congressional, legislative, county commis-
sioner and school district boundaries in the state, which are made available for
sale to members of the legislature, election officials, candidates for public office
and the general public.

The division is responsible for preservation of the following public documents:
results of state elections, oaths of state elected and appointed officials, bills signed
into law by the governor, executive appointments, orders and proclamations of the
govemnor, extradition orders, administrative rules adopted by state agencies and
delegations of authority. Approvals of special laws by local governing bodies,
municipal ordinances, official copies of the decennial census and other public
documents are also preserved by the Division and made available for public
inspection.

BUDGET ISSUES: The Secretary of State requests the following:

® An increase of $9,000 to cover the costs of travel, room rental and related
expenses associated with conducting training conferences and other meetings
with election officials, recounts, pre-election testing of voting equipment and
post-election testing of voting equipment. '

® An increase of $5,000 for costs related to Geographical Information System
(GIS) plotter supplies.
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SECRETARY OF STATE
Program: SECRETARY OF STATE

Agency:

State of Minnesota

2000-2001 Biennial Budget

(Dollars in Thousands)

Activity: ELECTION ADMINISTRATION
F.Y. 2000 .Y. 2001
Budaet Activity Summar Actual Actual Budgeted F.Y. 200
g y v F.Y. 1997 F.Y. 1998 F.Y. 1999 Agency Governor Agency Governor
Base Request Recomm. Base Request Recomm.
EXPENDITURES BY CATEGORY:
STATE OPERATIONS
PERSONAL SERVICES 271 301 331 378 378 378 391 391 391
OPERATING EXPENSES 328 139 504 488 502 288 385 399 385
SUBTOTAL STATE OPERATIONS 599 440 835 . 866 880 666 776 790 776
LOCAL ASSISTANCE 0 0 2 3.302 3.302 2 2 2 2
Total Expenditures 599 440 837 4.168 4182 6568 778 792 778
CHANGE ITEMS: _FUND.
(B) GIS COSTS GEN 5 5
(B) TRAINING FOR ELECTION OFFICIALS GEN 9 9
(B) REPEAL OF PRESIDENTIAL PRIMARY GEN (3.500)
Total Change ltems 14 (3.500) 14
FINANCING BY FUND:
CARRY FORWARD:
GENERAL 0 0 0 100 100 100 0 0 0
DIRECT APPROPRIATIONS:
GENERAL ' 599 440 835 4,066 4.080 566 776 790 776
STATUTORY APPROPRIATIONS:
AGENCY 0 0 2 2 2 2 2 2 2
Total Financing 599 440 837 4,168 4,182 668 778 792 778
REVENUE COLLECTED:
DEDICATED
AGENCY 0 0 2 2 2 2 2 2 2
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State of Minnesota
2000-2001 Biennial Budget
(Dollars in Thousands)

Agency: SECRETARY OF STATE
Program: SECRETARY OF STATE
Activity: ELECTION ADMINISTRATION
F.Y. 2000 F.Y. 2001
Budaet Activity Summa Actual Actual Budgeted
udget Activity su ry F.Y. 1997 F.Y. 1998 F.Y. 1999 Agency Governor Agency Governor
Base Request Recomm. Base Request Recomm.
NONDEDICATED
CAMBRIDGE DEPOSIT FUND 66 2 71 1 1 1 81 81 81
AGENCY 0 0 2 2 2 2 2 2 2
Total Revenues Collected 66 2 75 5 5 5 85 85 85
FTE BY EMPLOYMENT TYPE:
FULL TIME 7.0 7.0 7.0 7.0 7.0 7.0 7.0 7.0 7.0
Total Full-Time Equivalent 7.0 7.0 7.0 7.0 7.0 7.0 7.0 7.0 7.0
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F.Y.2000-01 BUDGET CHANGE ITEM

AGENCY: Secretary of State
PROGRAM: Secretary of State
ACTIVITY: Elections

ITEM TITLE: Repeal the Presidential Primary

2000-01 Biennium 2002-03 Biennium
F.Y. 2000 F.Y. 2001 F.Y. 2002 F.Y. 2003

Expenditures: ($000s)

General Fund

- State Operations $(198) $-0- $-0- $-0-

Local Assistance $(3,302) $-0- $-0- $-0-
Revenues: ($000s)

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

Statutory Change? Yes_X No___
If yes, statutes(s) affected: M.S. 207A

GOVERNOR’S RECOMMENDATION:
The Governor recommends that the state presidential primary law be repealed.
RATIONALE:

A Minnesota presidential primary would be held the first Tuesday in April 2000
under current law. The Secretary of State’s base budget includes a $3.5 million
adjustment to reimburse cities and counties for the cost of conducting the primary.
Since the results of the primary are non-binding, there is debate about whether the
primary would be meaningful in selecting Minnesota’s delegates to the national
conventions, or in determining which candidates Minnesota will support. The
Governor recommends that the presidential primary be repealed.

OUTCOMES:

It is likely that national delegates from Minnesota would be selected based on the
results of the traditional precinct caucus regardless of the presidential election.
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2000-01 Biennial Budget

AGENCY: Campaign Finance and Public Disclosure Board

AGENCY DESCRIPTION:

The Campaign Finance and Public Disclosure Board is the agency that implements
M.S. Ch. 10A, the Ethics in Government Act, which requires:

® registration and public disclosure by candidates, political committees and funds,

® registration and public disclosure by lobbyists attempting to influence state
legislative action, administrative action, and the official action of metropolitan
governmental units,

B disclosure of economic interests, conflicts of interest, and representation of a
client for a fee under circumstances defined in Minnesota Chapter 14 and M.S.
216B.243 for certain state and metropolitan officials; and

® the administration of the state’s public subsidy program, a program which
provides public funding to qualified state candidates and to the state committee
of a political party and allows those candidates and parties to give political
contribution refund receipts to campaign contributors.

PERFORMANCE SUMMARY:

B No candidate committee violated the statute requiring disclosure of certain
large contributions and loans received by the committee prior to the pre-
primary and pre-general election within 48 hours of their receipt.

B The board developed a database for input of filed disclosure. An annual draft
Supplementary Statement of Economic Interest showing previously disclosed
information is provided to each official prior to the filing deadline. This assists
the official in filing a more accurate report of their economic interests.

REVENUES:

The board collects non-dedicated General Fund revenue from late filing fees and
civil fines. It collects dedicated revenue for the state general election account from
anonymous contributions to political committees and political funds and certain
other funds which, by law, cannot be carried forward to the next election cycle. In
addition, both the General Fund or the special revenue fund may receive gifts from
political committees upon termination. Revenues from these sources are generally
higher during an election year. Estimates for General Fund revenue are as follows:
F.Y. 2000, $37,000; F.Y.2001, $78,000.

EXPLANATION OF AGENCY’S BUDGET PL.AN:

Approximately 84% of the board’s operating budget is for employee salaries and
fringe expenses; 8% is for office and copier rental; and 8% is for board per diem
and travel expenses, supplies, and other operational expenses.

A 3% adjustment for operational expenses for small agencies and a 3% adjustment
for potential employment contract increases has been included for F.Y. 2000-01.
Additionally, a 13% increase is included for office space rental based on
Department of Administration lease rates for F.Y. 2000-01.

The board has a deficiency request of $15,000 for F.Y. 1999. This amount
represents legal fees owed as a result of losing a legal case. The board does not
have a budget for legal fees and lacks flexibility in its planned operations to pay the
fees. The issue litigated was the constitutionality of prohibiting commercial use of
board-collected information (M.S. 10A.02, subd. 8¢). The plaintiff, Legal Ledger,
Inc., prevailed.

GOVERNOR’S RECOMMENDATION:

The Governor recommends base funding levels as requested in the agency’s budget
except for the following adjustments: a biennial increase in funding of $404,000
and 1 position for upgrading the agency’s campaign finance reporting software
product. The Governor recommends funding the board’s F.Y. 1999 deficiency
request.
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State of Minnesota
2000-2001 Biennial Budget
(Dollars in Thousands)
CAMPAIGN FIN. & PUB. DISC. BD.

Program: CAMPAIGN FINANCE & PUBLIC DISC

Agency:

E.Y. 2000 Y. Biennial Change
Program Summar Actual Actual Budgeted 0 F.Y. 2001 2000-01 Gov / 1998-99
g mary F.Y. 1997 F.Y. 1998 F.Y. 1999 Governor Governor
Base Recomm. Base Recomm. Doliars Percent
EXPENDITURES BY ACTIVITY:
CAMPAIGN FINANCE & PUBLIC DISC 485 552 539 501 712 514 707 328 30.1%
PUBLIC FINANCING 4,130 99 4,157 147 147 3,885 3,885 (224) -5.3%
Total Expenditures 4,615 651 4,696 648 859 4,399 4,592 l 104 1.9%
CHANGE ITEMS: _FUND
(B) DEFICIENCY REQUEST GEN 15
(B) INFORMATION RESOURCES SUPPORT GEN 211 193
Total Change ltems 15 211 193
FINANCING BY FUND: -
DIRECT APPROPRIATIONS:
GENERAL 485 552 539 501 712 514 707
STATUTORY APPROPRIATIONS:
SPECIAL REVENUE 4,130 99 4,157 147 147 3,885 3,885
Total Financing 4,615 651 4,696 648 859 4,399 4,592
FTE BY EMPLOYMENT TYPE:
FULL TIME 7.8 7.8 7.8 7.8 8.8 7.8 8.8
PART-TIME, SEASONAL, LABOR SER 0.6 0.2 0.2 0.2 0.2 0.2 0.2
Total Full-Time Equivalent 8.4 8.0 8.0 8.0 9.0 8.0 9.0
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Agency: CAMPAIGN FIN. & PUB. DISC. B

State of Minnesota
2000-2001 Biennial Budget
BASE RECONCILIATION REPORT

(Dollars in Thousands)

All Funds General Fund Other State Funds Federal Funds
FY.00 | FY.01 | FY.00 | Fy.o1 | Fy.oo | FY.o1 | FY.00 | F.Y.01

F.Y.99 BUDGETED 630 4,368 483 483 147 3,885 0 0
BASE ADJUSTMENTS

DOC. SPACE RENTAL/LEASE 4 4 4 4 0 0 0 0

SMALL AGENCY OPERATIONAL EXPE 2 3 2 3 0 0 0 0

2000-01 SAL. & BEN. BASE 12 24 12 24 0 0 0 0
SUBTOTAL BASE ADJUSTMENTS 18 31 18 31 0 0 0 0
BASE BUDGET 648 4,399 501 514 147 3,885 0 0
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F.Y. 2000-2001 Information Technology New Funding

AGENCY: CAMPAIGN FIN. & PUB. DISC. BD.
PROGRAM: CAMPAIGN FINANCE & PUBLIC DISC
ACTIVITY: CAMPAIGN FINANCE & PUBLIC DISC

IT Change ltem: INFORMATION RESOURCES SUPPORT

ITEM DESCRIPTION AND PURPOSE:

To establish a new information technology staff position and complete related
infrastructure improvements and to plan, design, develop, and implement a major
upgrade of the agency's campaign finance software product for use in 2002
elections.

FUNDING:
2000-01 Biennium 2002-03 Biennium 2004-05 Biennium
Funding Distribution [==72565TFy 2001 | EY 2002 | FY 2003 | FY 2004 | FY 2005
Facilities 40 0 0 0 0 0
Grants 0 0 0 0 0 0
Hardware 5 0 0 0 0 0
Personnel 60 60 60 60 60 60
Services 100 130 0 0 0 0
Software 3 1 0 0 0 0
Supplies 0 2 0 0 0 0
Training 3 0 0 0 0 0
Total |  211]  1es 60 60 | 60 | ecﬂ

This change item consists of the following: a base increase of $60,000 for a new
position; a one time appropriation of $50,000 for infrastructure, including re-
partitioning of existing space; and a one time appropriation of $234,000 for the
software application upgrade, to be available for the project until expended, or
until the end of FY 2003, whichever comes first. If the new position is funded, the
agency will discontinue an existing .40 clerical position for a savings of
approximately $9,000 per year, not reflected in the figures presented in this
document.

The most important stakeholders in this project are treasurers of political
committees and the public, often as represented by the media. Secondary
stakeholders include public officials, candidates, lobbyists, other state agencies,
and board staff.

The focus of the project is on better support for the board's campaign finance
programs and, in particlular, on support and development of its campaign finance
software product.

This project supports the board's beliefs that public confidence in state
government decision making is promoted by ensuring timely public access to
information; that compliance with campaign finance law can be made easier
through use of technology; and that a primary board responsibility is to provide
high qualitity client service.

The project will continue the board's efforts to provide easy and free access for
treasurers to the only standard software application that is available for
Minnesota campaign finance and will enhance the public's ability to easily access
board information. The board believes that better informed citizens can
participate more fully and meaningfully in the political process and that such
participation results in an improved quality of life. Key to providing citizens with
timely and accurate information are the sotware tools that allow acquistion of the
information once it is received. This project will provide both of these resources.
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F.Y. 2000-2001 Information Technology New Funding

AGENCY: CAMPAIGN FINANCE AND PUBLIC DISCLOSURE
IT Change Item: Information Resources Support

(Continuation)
RATIONALE:

The board's programs and initiatives have exceeded the level of staff resources
available to adequately support them. The establishment of a new information
resources position, at a sufficiently high level of skill and responsibility, will allow
the board to continue to maintain and improve the management of its information
and, thus, the delivery of its programs.

The new position will provide a staff member responsible for information
technology tasks which are not provided for in the board's current staffing
complement. Skills not currently available include high level programming,
database design, project management, and internet programming. The new
position will have primary responsibility for support and development of the
board's campaign finance software application.

The campaign finance software was developed with limited funds and in a limited
time frame in order to make it available for the 1998 elections. These facts
required developement of a limited application which does not include all of the
features or functionality users have asked for. Advances in technology will affect
the agency's ability to maintain the application into the future if it is not kept up to
date. The upgrade proposed in this project will not be operational until FY 2002,
when the existing application will be four years old. The upgrade project will
develop the application to its full potential and ensure that it will remain viable
into the future.

The upgrade will migrate the application to a 32-bit environment using current
technology; provide a more robust application with better internet integration, a
better user interface, and overall improved functionality; provide redesigned data
structures to facilitate the archiving of electronic records; and make the
application and its database structures more open to outside developers and
users so that they can add enhancements.

LIFE CYCLE ANALYSIS:
2000-01 Biennium 2002-03 Biennium 2004-05 Biennium
Life Cycle Status FY 2000 | FY 2001 | FY 2002 | FY 2003 | FY 2004 | FY 2005
Development X X X
Operations X X X X
Modification X X
Retirement

Pre-planning has occurred as a result of the development of the current
campaign finance software. It will continue as the agency's experience with the
software grows.

Design of the software upgrade will begin in the second half of FY 2000, after the
new staff person has learned the agency's business. Development will occur
during FY 2001 and into FY 2002. The software will become operational during
the first half of FY 2002, so that users will be operating the new aplication at the
beginning of the 2002 election year.

Operation and enhancement are expected during the first year of operation and
following the year-end processing. Thereafter, the new staff person will provide
ongoing support and minor enhancements.

OFFICE OF TECHNOLOGY ANALYSIS:

The Board has continued to endorse and is a leader in information resource
management among smaller agencies. Customer expectations and
requirements for receiving and reporting campaign finance data have increased
dramatically but the board currently has limited technology and staff.

OT Master Plan: Goal 1-Technically literate and competent society, Goal 2-
Efficient and effective government, Goal 3-Easy and affordable access. The
project would provide staff and enhance the existing Internet-based campaign
finance filing system started in the previous biennium. Recommendation:
Proceed with staff addition and software upgrade. OT supports this project.

GOVERNOR'S RECOMMENDATION:

The Governor recommends this change item as requested by the agency.
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2000-01 Biennial Budget

AGENCY: Governor’s Office

AGENCY DESCRIPTION:

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 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 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.

PERFORMANCE SUMMARY:

The executive operations of the Governor’s Office encompass various levels of
support that allow the Governor to fulfill responsibilities as required under the
authority of the Constitution and statutory laws of the state.

The Governor’s Office is organized to effectively administer the duties of Chief
Executive. Major duties of the Governor are to:

B oversee and provide leadership for the day-to-day operations of state govern-
ment, with emphasis on quality service delivery and state agency responsive-
ness to Minnesota citizens;

® take the lead in shaping public policy;

8 develop programs directed toward efficient, effective operation of state
government;

E represent the citizens of the state at various official and non-official functions
at local, state and national levels;

® promote business development and help create new jobs with assistance and
advice from legislators and business leaders;

B utilize the Governor’s Residence for visiting guests and dignitaries;

E participate with other governors in the National Governors’ Association,
sharing information and developing new ideas for government reform and
implementation of policy initiatives;

B appoint citizens to state boards and commissions and appoint judges for all
court systems when vacancies occur; and

B perform all other duties as specified by the laws of the state.

The Lieutenant Governor’s chief duty is to assist the Governor in carrying out the
functions of the executive branch (and to be prepared to act in the Governor’s
absence when required). The Governor’s Office encompasses all levels of support
that make it possible for the Lieutenant Governor to fulfill delegated responsibili-
ties. Major duties of the Lieutenant Governor are to:

B serve to promote an effective K-12 education system accountable for student
achievement;

& chair the Capitol Area Architectural Planning Board;

B serve as a member of the Executive Council; and

B carry out all other gubernatorial assignments.

OPERATING ENVIRONMENT:
The executive operations of the Governor’s Office are focused on:

B the management of state government: examining, measuring and reforming
government service delivery to ensure affordable government;

B establishing quality and customer-driven systems which eliminate overlapping
services and the attendant citizen confusion;

B encouraging sustainable economic development and incentives for job growth;

establishing measurable and achievable goals for education;

B maintaining a quality of life that emphasizes generally available health care,
environmental protection and a safe, non-violent society.
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AGENCY: Governor’s Office
(Continuation)

2000-01 Biennial Budget

ORGANIZATIONAL STRUCTURE:

GOVERNOR AND LIEUTENANT GOVERNOR

| Chief of Staff and Executive Management

|____Executive Operations

| Administration Management
Communications

Constituent Services and Appointments

Legislative

] Governor’s Residence

‘ Washington Office
6/30/98 TOTAL FTEs 55.0

GOVERNOR’S RECOMMENDATIONS:

24.0 fte
7.0 fte
8.0 fie
6.0 fie
8.0 fie

2.0 fte

The Governor’s general recommendations for other constitutional officers reflects
his firm commitment to minimizing the overall growth of government and the
resulting tax burden on Minnesota taxpayers. Therefore, the Governor recom-
mends funding to maintain the existing level of appropriations previously
established by the legislature and increasing that level only for salary and non-

salary inflation.

The Governor recommends $255,000 for salary inflation and $100,000 for non-
salary inflation for the Governor’s Office in adherence with the same budget
restraints and targeted funding levels as other constitutional officers.
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State of Minnesota

2000-2001 Biennial Budget
(Dollars in Thousands)

Agency: GOVERNORS OFFICE
Program: GOVERNOR'S OFFICE
Activity: GOVERNOR'S OFFICE
F.Y. 2000 F.Y. 2001
Budaet Activity Summa Actual Actual Budgeted
e ivi
9 v ry F.Y. 1997 F.Y. 1998 F.Y. 1999 Agency Governor Agency Governor
Base Request Recomm. Base Request Recomm.
EXPENDITURES BY CATEGORY:
STATE OPERATIONS
PERSONAL SERVICES 2.469 2,571 2,837 2.922 2,922 2.922 3.007 3.007 3.007
OPERATING EXPENSES 1.178 979 1.355 1.097 1.097 1.130 1.097 1.097 1.164
SUBTOTAL STATE OPERATIONS 3.647 3.550 4,192 4.019 4.019 4.052 4,104 4,104 41471
Total Expenditures 3.647 3.550 4,192 4,019 4,019 4,052 4,104 4104 4171
CHANGE ITEMS: _FUND.
(B) NON-SALARY INFLATION GEN 33 67
Total Change ltems 33 67
FINANCING BY FUND:
DIRECT APPROPRIATIONS:
GENERAL 3.647 3.550 4150 4.019 4,019 4.052 4,104 4104 4171
STATUTORY APPROPRIATIONS:
SPECIAL REVENUE 0 0 35 0 0 0 0 0 0
GIFT 0 0 7 0 0 0 0 0 0
Total Financing 3.647 3.550 4,192 4,019 4,019 4,052 4104 4104 41471
REVENUE COLLECTED:
DEDICATED
SPECIAL REVENUE 0 0 35 0 0 0 0 0 0
GIFT 0 0 4 0 0 0 0 0 0
NONDEDICATED
GENERAL 4 6 6 6 6 6 6 6 6
Total Revenues Collected 4 6 45 6 6 6 6 6 6
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Agency: GOVERNORS OFFICE
Program: GOVERNOR'S OFFICE
Activity: GOVERNOR'S OFFICE

State of Minnesota
2000-2001 Biennial Budget
(Dollars in Thousands)

F.Y. F.Y. 2001
Budget Activity Summa Actual Actual Budgeted 2000
g ity ry F.Y. 1997 F.Y. 1998 F.Y. 1999 Agency Governor Agency Governor
Base Request Recomm. Base Request Recomm.
FTE BY EMPLOYMENT TYPE:
FULL TIME 47.1 46.8 55.0 55.0 55.0 55.0 55.0 55.0 55.0
PART-TIME, SEASONAL, LABOR SER 15 0.9 0.7 0.4 0.4 0.4 0.4 0.4 04
OVERTIME PAY 0.0 0.1 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Total Full-Time Equivalent 48.6 47.8 55.7 55.4 55.4 55.4 554 55.4 55.4
(
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Agency: GOVERNORS OFFICE

State of Minnesota
2000-2001 Biennial Budget

BASE RECONCILIATION REPORT
(Dollars in Thousands)

All Funds General Fund Other State Funds Federal Funds
FY.00 | FY.o1 | Fy.o0o | FY.01 | Fy.oo | Fy.o1 | Fy.o0o | F.o1

F.Y.99 BUDGETED 3,884 3,884 3,884 3,884 0 0 0 0
BASE ADJUSTMENTS

DOC. SPACE RENTAL/LEASE 50 50 50 50 0 0 0 0

2000-01 SAL. & BEN. BASE 85 170 85 170 0 0 0 0
SUBTOTAL BASE ADJUSTMENTS 135 220 135 220 0 0 0 0
BASE BUDGET 4,019 4,104 4,019 4,104 0 0 (] 0
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2000-01 Biennial Budget
AGENCY: Government Innovation and Cooperation Board

AGENCY DESCRIPTION:

The Board of Government Innovation and Cooperation facilitates improved quality
and efficiency in the delivery of services by local governments. The members of
the board include the state auditor, the commissioners of administration and
finance, 2 administrative law judges, 3 senators and 3 members of the house of
representatives. The board's authorizing statutes are M.S. § 465.795 - 465.88.

The board provides incentives for innovation and intergovernmental cooperation
in the delivery of local services. The board waives administrative rules, and grants
exemptions from enforcement of procedural laws, enabling local governments to
“develop more efficient and effective means of achieving outcomes. The board
promotes locally-driven initiatives to merge local governments and provides aid to
help overcome financial barriers to mergers that will yield long-term cost savings.
The board facilitates regional forums throughout the state - bringing together

throughout the state. It continues to actively monitor the progress of 93 projects
that have received grants and/or waivers and exemptions from the board during
previous bienniums. The majority of these pilot projects have successfully
developed a more effective or efficient service delivery process. For example, a
waiver and exemption granted to Itasca County has enabled the county to
experiment with a managed care system for providing chemical dependency
treatment services, saving the state and county over $150,000 annually.

REVENUE SUMMARY:

The board collect no revenues.
EXPLANATION OF AGENCY’S BUDGET PLAN:

The board’s current budget and base budget for the 2000-01 biennium is
summarized below. The majority of the agency’s funding is passed through to
local units of government in the form of grants for additional pilot projects and aid
for local governments that agree to merge into a single, more efficient unit of
government. The board maintains a total complement of 2 staff positions.

(Dollars in Thousands)

elected and appointed officials from counties, cities, townships and school districts F.Y.1998 F.Y.1999 F.Y.2000 F.Y.2001

to discuss opportunities for improved service delivery through intergovernmental Salaries and Operating Expenditures $132 $162 $154 $158
cooperation and innovation. The board, along with statewide local government Competitive Pilot Project Grants 645 75 360 360
associations, initiated a conference on "Innovations: Bright Ideas In Local Cooperation and Combination Aid 522 725 470 470
Government," which is cosponsored by 19 organizations and academic institutions. Merger Planning Grants -0- 60 30 30

TOTAL $1,299  $1,022 $1,014 $1,018

The board monitors over 100 pilot projects throughout the state. The board
actively encourages other local governments to replicate successful pilot projects.
When recipients of waivers and exemptions achieve the desired outcomes more
effectively or efficiently, the board advocates that the rules and laws be amended
to enable all local governments to take advantage of the improved processes.

GOVERNOR’S RECOMMENDATION:

The Governor recommends eliminating the Government Innovation and Coopera-
tion Board. The Governor believes that local governments benefit from innovative
and cooperative efforts and that these types of activities will continue to take place
PERFORMANCE SUMMARY: without the state’s financial support.
During the current biennium, the board has awarded $720,000 in grants to 13
projects involving 103 local governments and non-profit corporations. It has
awarded 8 waivers/exemptions from rules and laws. It has provided $939,770 in
financial assistance to 6 pairs of local governments to help overcome fiscal barriers
to their mergers. It has awarded planning grants to 3 pairs of local governments
that have expressed interest in merging. It has hosted 15 local government forums
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Agency:

GOV'T INNOV & COOP BOARD
Program: GOVT INNOVATION & COOPERATION

State of Minnesota
2000-2001 Biennial Budget
(Dollars in Thousands)

Activity: GOVT INNOVATION & COOPERATION
F.Y. 2000 F.Y. 2001 Biennial Change
Budaet Activity Summar Actual Actual Budgeted 2 2000-01 Gov / 1998-99
9 v y F.Y.1997 | F.Y.1998 | F.Y.1999 Governor Governor
Base Recomm. Base Recomm. Dollars Percent
EXPENDITURES BY CATEGORY: |
STATE OPERATIONS |
PERSONAL SERVICES 128 122 124 128 ol 132 0 (246) -100.0%
OPERATING EXPENSES 19 10 38 | 26 o | 26 o | (48) -100.0%
SUBTOTAL STATE OPERATIONS 147 132 162 | 154 0 158 o | (294) -100.0%
LOCAL ASSISTANCE 1,175 1,167 860 | 860 0 860 o | (2,027) -100.0%
Total Expenditures 1,322 1,209 1,022 I 1,014 ] | 1,018 0 | (2,321) -100.0%
CHANGE ITEMS: _FUND.
(B) ELIMINATE THE BOARD GEN (1,014) (1,018)
Total Change ltems l (1,014) | (1,018)
FINANCING BY FUND:
DIRECT APPROPRIATIONS:
GENERAL 1,322 1,299 1,022 1,014 0 1,018 0
Total Financing 1,322 1,299 1,022 1,014 0 1,018 (]
REVENUE COLLECTED:
NONDEDICATED
GENERAL 16 17 10 0 0 0 0
Total Revenues Collected 16 17 10 0 0 0 0
FTE BY EMPLOYMENT TYPE:
FULL TIME 2.3 2.0 2.0 2.0 0.0 2.0 0.0
PART-TIME, SEASONAL, LABOR SER 0.1 0.0 0.0 0.0 0.0 0.0 0.0
Total Full-Time Equivalent 2.4 2.0 2.0 2.0 0.0 2.0 0.0
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Agency: GOV'T INNOV & COOP BOARD

State of Minnesota
2000-2001 Biennial Budget
BASE RECONCILIATION REPORT

(Dollars in Thousands)

All Funds General Fund Other State Funds Federal Funds
F.Y.o0 | FY.o1 | Fy.oo | Fy.o1 | Fy.oo | Fy.o1 | FY.00 | EY.01
F.Y.99 BUDGETED 1,009 1,009 1,009 1,009 0 0 0
BASE ADJUSTMENTS
SMALL AGENCY OPERATIONAL EXPE 1 1 1 1 0 0 0
2000-01 SAL. & BEN. BASE 4 8 4 8 0 0 0
SUBTOTAL BASE ADJUSTMENTS 5 9 5 9 0 0 0
BASE BUDGET 1,014 1,018 1,014 1,018 0 0 0
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2000-01 Biennial Budget
Agency Executive Summary

AGENCY: State Auditor, Office of (OSA)

MISSION AND VISION:

The mission of the Office of the State Auditor (OSA) is to serve as a watchdog for
Minnesota taxpayers by helping to ensure financial integrity, accountability, and
cost-effectiveness in the over 4,300 governmental entities throughout the state.

The vision of the OSA is to perform professional reviews of financial statements,
documents, and reports submitted to the Office, making consistent comments on
financial accuracy and legal compliance, while adhering to accounting standards.

KEY SERVICE STRATEGIES:
The OSA uses the following strategies in pursuit of its mission and vision:

Examining whether local government resources are spent in an appropriate
manner. The Audit Practice Division performs audits, attests to the accuracy of
financial statements, ensures compliance with applicable laws and regulations,
establishes uniform reporting standards, and provides technical assistance and
education to strengthen accounting practices and improve operating efficiency at
the local level. The primary function of all of the other divisions is to also oversee
and ensure that local government funds are used for the purposes intended by law.

Developing innovative methods to provide quality services. The OSA strives
to assist local governments in identifying ways to improve services. The challenge
is to identify and foster innovations in quality, cost-effective services and to
explore new methods to disseminate the data and information collected, so it is
readily accessible to citizens and local officials.

The OSA’s budget plan is constructed to achieve the following outcomes:

B - monitoring local government entities for accountability regarding the size and
proper expenditures of their tax dollars;

B Working with local units of government to find the most efficient and cost-
effective methods to spend tax dollars;

B establishing uniform reporting standards and providing technical assistance to
strengthen local accounting practices; and

B promoting compliance with Minnesota law and investigating allegations of
improper expenditures or conduct in local units of government.

OPERATING ENVIRONMENT:

The following factors have increased the demands on the services of the OSA:
& compliance with new legislative mandates,

B compliance with new federal auditing guidelines coupled with over a 20%
increase in audits performed,

B increase in investigating complex cases involving the misuse of local funds, and
B increase in demand for basic technological capabilities to aid in filing,

compiling, and anlyzing financial data.

ORGANIZATION/PROGRAM STRUCTURE:

STATE AUDITOR AND CONSTITUTIONAL OFFICE 4.0 fte
| Audit Practice Division

| Central Office Staff 19.5 fte

| Field Office Staff -- 11 offices 83.0 fte

| Pension Oversight Division 7.0 fte

[~ Special Investigations Division 8.5 fte
(Includes 2 law clerks)

|____Government Information (Research) Division 9.0 fte

| Tax Increment Financing Division 4.0 fte

6/30/98 TOTAL FTEs 135.0 fte
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2000-01 Biennial Budget
Agency Executive Summary

AGENCY: State Auditor, Office of (OSA)
(Continuation)

GOVERNOR’S RECOMMENDATIONS:

Historically, the courts, the legislature, and other constitutional officers have
departed somewhat from general budget guidelines and have not fully participated
in the executive branch budget process. The Governor respects this separation of
powers and the desire of other elected state officials to independently present their
budget requests directly to the legislature without specific recommendations from
the Governor. However, since the Governor is required by law to submit a
balanced budget to the legislature it is necessary to identify funding for those
offices as part of preparing a completed and balanced budget.

The Governor’s general recommendations for the constitutional offices reflect his
firm commitment to minimizing the overall growth of government and the resulting
tax burden on Minnesota taxpayers. Therefore, the Governor recommends funding
to maintain the existing level of appropriations previously established by the
legislature and recommends increasing that level only for salary and non-salary
inflation. The effect of this overall level of funding should effectively allow this
office to provide the same level of service as in the current year. Discretionary
increases in the level of services provided should be reallocated from within the
base budget.

For the Office of the State Auditor, the Governor’s recommendation includes
$564,000 for salary inflation and $104,000 for non-salary inflation. The Governor
makes no recommendation regarding the specific initiatives put forward by the
Office of the State Auditor to expand the activities of this office.
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2000-01 Biennial Budget
Agency Executive Summary

AGENCY: State Auditor, Office of (OSA) -
(Continuation)

TRENDS AND PERSPECTIVE:

1990-99 Expenditures - All Funds 1998-99 Expenditure by Activity

$ in millions Total $16.6 million

15.0 Government Information

14.0 : 7.3%

13.0 Tax Increment Financing
12.0 Y 5.8%
11.0 - Speclal Investigations
10.0 5.2%

. FY 99 includes FY 98 carryforward funds.
9.0 —|
8.0 — Pension Oversight
5.1%

7.0

6.0 [ Constitutlonal Office
5.0 3.8%

4.0

3.0

2.0 Audit Practice

1.0 72.8%

0.0 1 ] ) 1 ! ! 1 L

1990 1992 1994 1996 1998

1998-99 Expenditures by Fund
Total $16.6 million

1998-99 Expenditures by Category
Total $16.6 million

Operating Costs

Special Revenue 16.2%

0.2%

_ General - Statutory (TIF)
5.8%

General - Direct
94.0%

Personnel Costs
83.8%
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Agency: STATE AUDITOR
Program: STATE AUDITOR

State of Minnesota

2000-2001 Biennial Budget

(Dollars in Thousands)

F.Y. 200 F.Y.
Program Summar Actual Actual Budgeted 0 2001
g y F.Y. 1997 F.Y. 1998 F.Y. 1999 Agency Governor Agency Governor
Base Request Recomm. Base Request Recomm.
EXPENDITURES BY ACTIVITY:
AUDIT PRACTICE 5.302 5411 6.682 6.289 6.954 6.289 6.445 7.254 6.445
SPECIAL INVESTIGATIONS 340 355 501 441 539 441 451 549 451
GOVERNMENT INFORMATION DIV 502 429 792 632 757 632 643 768 643
PENSION OVERSIGHT 239 313 534 465 612 465, 465 612 465
CONSTITUTIONAL OFFICE 292 295 332 327 327 361. 336 336 406
TAX INCREMENT FINANCING 234 234 738 674 674 674 726 726 726
Total Expenditures 6.909 7.037 9.579 8.828 9.863 8.862 9.066 10.245 9.136
CHANGE ITEMS: _FUND
(B) AUDIT STAFF RETENTION/COMPENSATION GEN 585 735
(B) HUMAN RESOURCES STAFFING NEEDS GEN 80 74
(B) INVESTMENT OVERSIGHT OF PUBLIC PENSION GEN 147 147
(B) RESEARCH & INFORMATION STAFFING GEN 125 125
(B) SPECIAL INVESTIGATIONS COMPLEX CASES GEN 98 98
(B) NON-SALARY INFLATION GEN 34 70
Total Change ltems 1.035 34 1179 70
FINANCING BY FUND:
DIRECT APPROPRIATIONS:
GENERAL 6.670 6.791 8.827 8.137 9,172 8.171 8.331 9.510 8.401
STATUTORY APPROPRIATIONS:
GENERAL 0 234 728 669 669 669 721 721 721
SPECIAL REVENUE 239 12 24 22 22 22 14 14 14
Total Financing 6.909 7.037 9,579 8.828 9.863 8.862 9.066 10,245 9.136
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State of Minnesota
2000-2001 Biennial Budget
(Dollars in Thousands)
Agency: STATE AUDITOR

Program: STATE AUDITOR

F.Y. 2000 F.Y. 2001
Proaram Summa Actual Actual Budgeted 0

g nmary F.Y. 1997 F.Y. 1998 F.Y. 1999 Agency Governor Agency Governor
Base Request Recomm. Base Request Recomm.

FTE BY EMPLOYMENT TYPE:
FULL TIME 108.2 114.9 136.7 138.9 138.9 138.9 136.9 136.9 136.9
PART-TIME, SEASONAL, LABOR SER 33 20 35 35 3.5 35 35 35 35
OVERTIME PAY 1.0 2.1 2.1 2.1 2.1 2.1 2.1 2.1 2.1
Total Full-Time Equivalent 1125 119.0 142.3 144.5 144.5 144.5 1425 1425 1425
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Agency: State Auditor, Office of

BASE-YEAR (F.Y. 1999)
Appropriations (F.Y. 1999)

BASE ADJUSTMENT

2000-01 Salary & Benefit Increase
Uniform Pension Bill Reductions
Documented Space Rent/Lease Increase
Statewide Administrative System

BASE LEVEL (for 2000 and 2001)
REQUEST ITEMS

Human Resources Staffing Needs

Special Investigations Complex Cases

Research & Technology Staffing

Investment Oversight of Public Pension Funds

Salary Equity and Staffing for Audit Practice
AGENCY REQUEST

GOVERNOR’S RECOMMENDATION

Non-salary inflation
GOVERNOR’S RECOMMENDATION

Brief Explanation of Budget Decisions:

2000-01 Biennial Budget
Agency Budget Brief

(§ in thousands)

Fund: General

E.Y. 2000 E.Y. 2001
$7.916 $7.916
$186 $378
©® )

37 39

1 1
$8,137 $8,331
80 74

98 98

125 125
147 147
383 35
$9,172 $9,510
34 19
$8,171 $8,401

Biennium

$15,832

$564
(18)

76

14

$16,468

154
196
250
294
1320
$18,682

104
$16,572

B8 In this biennium, the Office of the State Auditor will spend approximately 77%
of the base budget on the function of auditing local units of government.

# The remaining 23% of direct appropriated funds provide for the other primary
functions of the Office, including special investigations, pension oversight for
police and fire pension funds, the collection of local government information,
and executive level planning, management, and oversight.

8 Changes to the base include compensation-related adjustments of 3.0% per
year, documented increases in rent, and reductions for pension contributions as
directed in the budget guidelines.

B No statutory fee increases are requested for the biennium.

B The Audit Practice Division’s request includes funding for a human resources
director and increasing salaries to aid in hiring and stem attrition of qualified
staff.

B The Special Investigations Division’s request includes funding to meet the
continued growth in the number of complex and time consuming cases.

B The request for the Pension Oversight Division includes funding for expanded
oversight of pension fund investment performance monitoring, research
activities, training, and outreach coordination.

8 The Government Information Division’s request includes funding for the
collection, analysis, and maintenance of the OSA’s financial data, including
technology needs.

GOVERNOR’S RECOMMENDATION:

Historically, the courts, the legislature, and other constitutional officers have
departed somewhat from general budget guidelines and have not fully participated
in the executive branch budget process. The Governor respects this separation of
power and the desire of other elected state officials to independently present their
budget requests directly to the legislature without specific recommendations from
the Governor. However, since the Governor is required by law to submit a
balanced budget to the legislature it is necessary to identify funding for those
offices as part of preparing a completed and balanced budget.
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2000-01 Biennial Budget
Agency Budget Brief

Agency: State Auditor, Office of Fund: General
(Continuation)

The Governor’s general recommendations for the constitutional offices reflect his
firm commitment to minimizing the overall growth of government and the resulting
tax burden on Minnesota taxpayers. Therefore, the Governor recommends funding
to maintain the existing level of appropriations previously established by the
legislature and recommends increasing that level only for salary and non-salary
inflation. The effect of this overall level of funding should effectively allow this
office to provide the same level of service as in the current year. Discretionary
increases in the level of services provided should be reallocated from within the
" base budget.

For the Office of State Auditor, the Governor’s recommendation includes $564,000
for salary inflation and $104,000 for non-salary inflation.

The Governor makes no recommendation regarding the specific initiatives put
forward by the Office of the State Auditor to expend the activities of this office.
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2000-01 Biennial Budget
Agency Level Revenue Summary

AGENCY: State Auditor, Office of (OSA)

REVENUE SOURCES:

The Office of the State Auditor generates a major source of revenue, a non-
dedicated receipt, based upon the statutory requirements in M.S. 6.58 that the OSA
specifically recover its audit costs. This non-dedicated revenue is generated
through audit fees charged by the Audit Practice Division for its examinations of
the financial statements of local government entities. Funds collected by Audit
Practice are deposited in the Cambridge Deposit Fund and are expected to total
$5.9 million in F.Y. 1999. Unlike audit fees, other sources of revenue which offset
the OSA’s appropriations are not classified as “departmental earnings” and are
listed as follows:

B The review of single audit reports by the Audit Practice Division is supported
by reimbursements to the General Fund through the statewide indirect cost
process managed by the Department of Finance.

B The Government Information Division and Pension Oversight Division are
supported in part through reductions to aid distributions made by the Depart-
ment of Revenue for local government aids and peace officers and fire state
aids pursuant to M.S. 477A.014, Subd. 4 and M.S. 69.021, Subd. 5, respec-
tively.

B The Tax Increment Financing Division is funded by 0.25% of tax increment
distributed to authorities that administer TIF districts. Payments made to the
State Treasurer by county treasurers are transferred to the OSA.

8 The OSA also generates some revenue through an interagency agreement with
the Minnesota Department of Transportation, the sale of documents and
accounting software, and by conducting training seminars and conferences.

FEE STRUCTURE:

M.S. 6.58 requires that the OSA recover the costs of conducting audits; therefore,
audit work is billed on an hourly basis, plus reimbursable travel expenses. Fees are
developed to recover the cost of conducting the audits of local government, i.e.,
counties, cities, school districts, nursing homes, and other local entities.

RECENT CHANGES:

In the 1998-99 biennium, audit client fees did not increase due to a continued effort
to provide quality audit services in the most cost efficient manner possible.
However, the 1998 Legislature increased the TIF enforcement deduction rate from
0.10% to 0.25% of tax increment.

FORECAST BASIS:

Revenue from audit work and offsetting expenditures are based upon the estimated
time required to complete the Office of the State Auditor’s annual audits. Fees are
expected to be sufficient to meet the Office’s audit requirements during F.Y. 1999.

The Office will review, during the 2000-01 biennium, the level of fees charged to
clients to meet our statutory requirement to recover our costs, while managing the
amount in the departmental earnings accumulated fund balance. Any change in
rates would be implemented by the State Auditor adjusting the schedule of charges,
after reviewing annual costs of examinations in conjunction with the Commissioner
of Finance. The Audit Practice Division will strive to hold the current rates
constant.
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Agency: STATE AUDITOR

State of Minnesota
2000-2001 Biennial Budget
(Dollars in Thousands)

Biennial Change
F.Y. 2000 .Y. 2001
s f Age Revenues Actual Actual Budgeted Y. 200 F.Y. 200 2000-01 Gov / 1998-99
ummary of Agency e F.Y. 1997 F.Y. 1998 F.Y. 1999 Governor Governor
Forecast Recomm. Forecast Recomm. Dollars Percent
NON-DEDICATED REVENUE:
DEPARTMENTAL EARNINGS:
CAMBRIDGE DEPOSIT FUND 4,973 5.755 5.903 5.910 5910 5915 5915 167 1.4%
OTHER REVENUES:
GENERAL 28 0 12 12 12 12 12 12 100.0%
TAXES:
GENERAL 0 2 0 0 0 0 0 (2) -100.0%
Total Non-Dedicated Receipts 5.001 5.757 5.915 5.922 5.922 5.927 5.927 177 1.5%
DEDICATED RECEIPTS: .
OTHER REVENUES:
SPECIAL REVENUE 2 16 16 20 20 11 11 (1 -3.1%
Total Dedicated Receipts 2 16 16 20 20 11 11 4)] -3.1%
| Agency Total Revenues 5.003 5773 5.931 5.942 5.942 5.938 5.938 176 1.5:/:|
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2000-01 Biennial Budget

BUDGET ACTIVITY: Audit Practice Division
PROGRAM: State Auditor, Office of
AGENCY: State Auditor, Office of (OSA)

ACTIVITY PROFILE:

The Audit Practice Division plays a primary role in the OSA’s ability to perform
its oversight functions by inquiring into the budgeting and accounting systems of
local governments. This division helps ensure integrity, accountability and cost-
effectiveness at the local level by conducting financial and legal compliance audits
for 86 counties; the cities of Duluth, Minneapolis and St. Paul; organizations
affiliated with counties and cities; other local entities; and Hennepin County
(limited compliance audit).

In addition to auditing for evidence of inappropriate expenditures, this division
examines for financial and legal compliance to provide local governments with an
independent analysis of the effectiveness of their organization. The legal
compliance component of audits determines whether local government activities
are being administered in accordance with certain Minnesota laws, and the
management letter that accompanies each audit provides suggestions on how local
governments might improve the effectiveness and efficiency of their operations.

In addition, this division annually reviews approximately 450 single audit reports
submitted by cities, counties, school districts, nonprofit agencies, regional
development commissions, housing redevelopment authorities and other agencies
for compliance with federal reporting requirements and generally accepted
government auditing standards. The OSA issues a report on the findings of these
reviews to the U.S. Department of Agriculture (federal cognizant agency for single
audit), Department of Finance, the Legislative Auditor, and state agencies receiving
federal funding.

STRATEGIES AND PERFORMANCE:

The budget plan will facilitate the accomplishment of the following objectives:

® The OSA plans to issue over 265 audit reports of counties, cities, organizations
affiliated with counties and cities, and other local governments during each of
the 1999, 2000, and 2001 fiscal years ending June 30. In order to comply with
the new federal reporting deadline, single audits will have to be issued by the
OSA within 9 months after each entity’s fiscal year end, as opposed to the
current 13 month schedule.

B Audit Practice remains committed to its client service objective. The division
will continue to work with clients on how they can assist in the audit process,
to download data for staff analysis at field offices, and to take advantage of the
experience of OSA staff auditors.

® Joint OSA staff and client education programs will be conducted by the
division on local government accounting and audit procedures to help improve
audit efficiency and local government accounting practices. Client education
will be of vital importance as accounting standards adopted by the Governmen-
tal Accounting Standards Board are implemented which may fundamentally
change the overall accounting practices of local government.

® The OSA participates in a Peer Review program conducted by an outside
review team under the auspices of the National State Auditors’ Association to
maintain and improve the quality of our audits. The purpose of the Peer
Review is to report on the OSA’s system of audit quality control and its
compliance with established policies and procedures and applicable auditing
standards.

FINANCING INFORMATION:

By statute, the Office of the State Auditor must recover all of its direct costs of
audit examinations through fees charged to audit clients. These non-dedicated
revenues are deposited in the Cambridge Deposit Fund.

The following is a summary of the estimated revenues for F.Y. 1999-2003:

Dollars in Thousands
F.Y. 1999 E.Y.2000 F.Y. 2001 F.Y. 2002 F.Y. 2003

$5,903 $5,910 $5,915 $5.920 $5,925

BUDGET ISSUES:

The Audit Practice Division faces the challenge of providing a high level of
quality, competitive audit services in a cost effective manner. Audit staff must
actively seek ways to minimize audit costs by using the audit planning process to
identify accounting services that can be performed at the local level and by
providing training services on accounting principles and procedures. The
application of computerized financial packages and auditing methods must also be
developed and implemented on a continual basis to improve the efficiency of the
financial reporting and auditing process.
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Agency: STATE AUDITOR
Program: STATE AUDITOR
Activity: AUDIT PRACTICE

State of Minnesota

2000-2001 Biennial Budget
(Dollars in Thousands)

Budaet Activity Summa Actual Actual Budgeted F.Y. 2000 F.Y. 2001
9 vity ry F.Y. 1997 F.Y. 1998 F.Y. 1999 Agency Governor Agency Governor
Base Request Recomm. Base Request Recomm.
EXPENDITURES BY CATEGORY:
STATE OPERATIONS
PERSONAL SERVICES 4,582 4,846 5.700 5707 6.283 5707 5.860 6.560 5.860
OPERATING EXPENSES 720 565 982 582 671 582 585 694 585
SUBTOTAL STATE OPERATIONS 5.302 5.411 6.682 6.289 6.954 6.289 6.445 7.254 6.445
Total Expenditures 5.302 5.411 6.682 6.289 6.954 6.289 6.445 7.254 6.445
CHANGE ITEMS: _EFUND
(B) AUDIT STAFF RETENTION/COMPENSATION GEN 585 735
(BY HUMAN RESOURCES STAFFING NEEDS GEN 80 74
Total Change ltems 665 809
FINANCING BY FUND:
DIRECT APPROPRIATIONS:
GENERAL 5.300 5.407 6.678 6.285 6.950 6.285 6.441 7.250 6.441
STATUTORY APPROPRIATIONS:
SPECIAL REVENUE 2 4 4 4 4 4 4 4 4
Total Financing 5.302 5.411 6.682 6.289 6.954 6.289 6.445 7.254 6.445
REVENUE COLLECTED:
DEDICATED
SPECIAL REVENUE 2 4 4 4 4 4 4 4 4
NONDEDICATED
GENERAL 0 0 2 2 2 2 2 2 2
CAMBRIDGE DEPOSIT FUND 4973 5.755 5,903 5.910 6.035 5910 5915 6.040 5915
Total Revenues Collected 4,975 5.759 5.909 5.916 6.041 5.916 5.921 6.046 5.921
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Agency: STATE AUDITOR
Program: STATE AUDITOR
Activity:  AUDIT PRACTICE

State of Minnesota
2000-2001 Biennial Budget
(Dollars in Thousands)

F.Y. 2000 F.Y. 2001
Budaet Activity S a Actual Actual Budgeted
udget Activity Summary F.Y. 1997 F.Y.1998 | F.Y.1999 Agency Governor Agency Governor
Base Request Recomm. Base Request Recomm.
FTE BY EMPLOYMENT TYPE:

FULL TIME 84.7 88.3 101.2 102.2 102.2 102.2 100.2 100.2 100.2
PART-TIME, SEASONAL, LABOR SER 3.3 1.9 34 34 34 34 34 3.4 34
OVERTIME PAY 1.0 241 21 2.1 21 2.1 2.1 21 241
Total Full-Time Equivalent 89.0 92.3 106.7 107.7 107.7 107.7 105.7 105.7 105.7
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F.Y. 2000-01 BUDGET CHANGE ITEM

AGENCY: State Auditor, Office of (OSA)
PROGRAM: State Auditor, Office of
ACTIVITY: Audit Practice Division

ITEM TITLE: Audit Practice Staff Retention, Recruitment, and Compensation

2000-01 Biennium 2002-03 Biennium

E.Y. 2000 F.Y. 2001 E.Y. 2002 F.Y. 2003
Expenditures: ($000s)
General Fund*
- State Operations $585 $735 $735 $735
Revenues: ($000s)
General Fund $-0- $-0- $-0- $-0-

Statutory Change? Yes No_X
If yes, statutes(s) affected:

D New Activity Supplemental Funding ]:] Reallocation

*Non-Executive Branches of Government

RATIONALE:

The OSA is experiencing a significant level of turnover due to labor shortages and
the active recruitment of audit staff by other employers. Qualified accountants are
in demand and competition for current professionals and recent graduates among
private accounting firms and other governmental units has intensified. Salaries for
prospective and recently-hired auditors must be increased to aid in recruiting audit
staff and to stem current high attrition rates. This is imperative if we are to avoid
any reduction in our long-standing high quality service and volume of work we
now provide local governmental units.

As of December 1998, the Audit Practice Division is 10 full-time auditors short of
what is needed to staff the division and meet our regular audit requirements.

Federal mandates affecting audit deadlines magnify our staffing problem.
Congress recently modified the Single Audit Act, accelerating the required audit
schedule by 4 months.

This request will add funding for step increases to make salaries offered by the
OSA more commensurate with salary levels in the general accounting profession
and will provide entry-level auditors with a higher starting salary. The request
includes an offset adjustment to compensate for effects of pro-rata salary
supplements against an FTE base eroded by attrition and staff shortages.

Recruitment efforts must be enhanced by offering higher entry-level salaries to
reduce the public/private gap for accountants. With this increase, it is anticipated
that the OSA’s starting salary for auditors should be sufficient to address the
immediate issue of attracting quality candidates to fill current vacancies. The OSA
offers an excellent opportunity to learn complex governmental accounting
standards and to participate in a variety of professional continuing education
programs, and supports its auditors as they prepare and sit for the CPA exam. The
OSA’s clients not only expect, but deserve, the adherence to the highest audit
standards and professional practice that the OSA can provide. To obtain the
quality, professional staff necessary to provide such service, the OSA must be more
competitive in the initial salaries we offer.

FINANCING:

This request would be funded in the General Fund; however, as the Audit Practice
Division operates on a fee-for-service basis, all funds received would be reim-
bursed through audit fees deposited in the Cambridge Deposit Fund.

OUTCOMES:

To reduce staff turnover, the OSA would attempt to compensate audit staff at levels
approaching the general industry salary standard. To reduce our present high
turnover rate, auditors recently hired, and still on the lower end of the pay scale,
will receive a salary equity adjustment. Staff at the higher end of the audit pay
scale will not be eligible for this increase. Recent turnover has been highest among
staff with zero to 3 years of service with the OSA. As we increase salaries for this
group, staff continuity will improve, while overtime, compensatory time, and new
staff training costs should decrease. The OSA will be better able to retain the
trained CPA’s and accountants upon whom we rely and in whom the state already
has a significant investment.
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F.Y. 2000-01 BUDGET CHANGE ITEM

AGENCY: State Auditor, Office of (OSA)
PROGRAM: State Auditor, Office of
ACTIVITY: Audit Practice Division

ITEM TITLE: Human Resources Staffing Needs
2000-01 Biennium 2002-03 Biennium
E.Y. 2000 F.Y. 2001 E.Y. 2002 E.Y. 2003

Expenditures: ($000s)

General Fund*

- State Operations $80 $74 $74 $74
Revenues: ($000s)

General Fund $-0- $-0- $-0- $-0-
Statutory Change? Yes No_X
If yes, statutes(s) affected:
D New Activity Supplemental Funding D Reallocation

*Non-Executive Branches of Government

RATIONALE:

This request is to add funding for a human resources director for the Office of the
State Auditor, which has a staffing level of approximately 135 people. The person
filling this position would be required to address the ongoing personnel needs of
the OSA related to recruiting, training, conflict management, staff turnover, labor
relations, and other human resource issues. In addition, this person would be
required to develop innovative methods for staff hiring and retention.

Supervisors and managers are required to deal with a greater number of complex
managerial issues in their work crews while still performing core functions. At the
OSA, managers and supervisors are audit staff employees who have been promoted
through years of experience and audit proficiency. Therefore, manager training
also must be increased and centralized.

The OSA has a majority of its professional audit staff located in small offices
throughout the state. With this decentralized structure, there is a need to assist

managers and employees with techniques to prevent and resolve human resources
issues.

FINANCING:

This request for a Personnel Director 3 would be funded by the General Fund.
There is currently 1.0 FTE, an Office Services Supervisor 3, in the base budget to
address all personnel needs of the Office.

OUTCOMES:

The Office of the State Auditor would be able to address more complex personnel
and management issues with a Personnel Director specifically trained in human

resource management because:

B This position will aid in expanding our hiring outreach by developing and
implementing new hiring methods.

® This position will focus on staff retention issues.

® This position will provide centralized training for new and existing managers
and supervisors.

B This position will provide employee training to assist staff in avoiding and
managing workplace conflict.

® This position will offer prompt intervention, investigation and resolution of
personnel complaints.
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2000-01 Biennial Budget

BUDGET ACTIVITY: Special Investigations Division
PROGRAM: State Auditor, Office of
AGENCY: State Auditor, Office of (OSA)

ACTIVITY PROFILE:

The goal of the Special Investigations Division is to ensure integrity and
accountability in local government by investigating allegations of wrongdoing on
behalf of local government officials, law enforcement agencies, certified public
accountants, and the citizens of Minnesota. M.S. 609.456 requires local
government officials and employees to report evidence of theft, embezzlement, or
unlawful use of public funds or property to the State Auditor.

This division evaluates allegations brought to its attention and, when appropriate,
provides specialized auditing techniques, initiates independent investigations, or
refers the matter to appropriate oversight authorities. The results of this division’s
investigations are public and are intended to serve as a deterrent to additional
misappropriation of public funds. Since this division has no prosecutorial powers,
investigations that disclose evidence of malfeasance, misfeasance, or nonfeasance
are referred to the appropriate authorities for corrective action. Evidence of
criminal wrongdoing is directed to the appropriate city or county attorney for
potential prosecution. Evidence of other local ordinance or policy violations are
referred to local officials to pursue civil litigation, recover losses, or initiate
disciplinary or other appropriate action. Improper financial management practices
are referred to local officials for other corrective action.

Personnel in this division have specialized backgrounds in accounting and law,
which permit them to assist local governments and private accounting firms in
investigating possible violations of law, and to address internal control and
management issues. Staff is increasingly called upon to help train and educate
local government officials and employees in detecting and preventing fraud, waste,
and abuse in their programs. This division also assists the OSA’s staff auditors,
local law enforcement agencies, the Bureau of Criminal Apprehension, the
Department of Trade and Economic Development, the Department of
Administration, and the Office of the Attorney General in investigations where
suspected fraud involving local funds requires expertise in complex financial
investigations.

STRATEGIES AND PERFORMANCE:
This budget plan will advance the following objectives:

B The division will strive to thoroughly and timely investigate allegations of
malfeasance, misfeasance, and nonfeasance for the proper oversight of the

4,300 local units of government and communicate findings of wrongdoing to
the appropriate agencies and to the public. As the work of the division
becomes more recognized, it increases the number of requests for special
investigative services. Therefore, without additional resources it will become
increasingly difficult to meet this objective.

B Special Investigations will continue to address and report on major policy
issues having statewide impact that relate to assessing the integrity,
stewardship, and performance of local government finance, such as the profit
and not-for-profit entities created by local government units, competitive
bidding requirements, potential conflicts of interest, and violations of
Minnesota law.

8 The division will continue to train and educate local government officials,
employees and OSA field auditors in the detection and the prevention of fraud,
waste, and abuse, as well as violations of law and policy, with the objective of
helping local government managers evaluate and improve their control systems.

® Special Investigations will strive to close approximately 300 cases annually,
which include requests for assistance from local government units, requests
from other law enforcement agencies, and formal notification by local
government officials and employees pursuant to M.S. 609.456.

FINANCING INFORMATION:

This division is funded by the General Fund. Local entities are not charged for
services relating to the detection and investigation of suspected fraud because: 1)
government officials may hesitate to utilize the services or may discontinue
reporting as required by M.S. 609.456; 2) there would be great resistance to
allowing this division to conduct the comprehensive and exploratory procedures
that are an inherent part of the investigative process; and 3) assessing fees against
a government entity may not be appropriate in certain cases due to the source of the
complaint, nature of the case, or target of the investigation.

BUDGET ISSUES:

This division has expanded due to the growth in new caseloads and the increasingly
complex and time consuming nature of cases. For example, a single complicated
investigation may utilize over 2,000 hours of staff time. Besides dealing with more
complex cases, the OSA reviewed and closed 202 cases in 1995, 279 cases in 1996
and 295 cases in 1997. In addition to the time spent on cases and monitoring
criminal investigations, Special Investigations must also review and manage
numerous other requests and questions from citizens, local government officials,
and employees regarding potential fraud, waste, and abuse of public funds.
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State of Minnesota

2000-2001 Biennial Budget

(Dollars in Thousands)

"Agency: STATE AUDITOR
Program: STATE AUDITOR
Activity: SPECIAL INVESTIGATIONS
Budget Activity Summar Actual Actual Budgeted F.Y. 2000 F.Y. 2001
g Y y F.Y. 1997 F.Y. 1998 F.Y. 1999 Agency Governor Agency Governor
Base Request Recomm. Base Request Recomm.
EXPENDITURES BY CATEGORY:
STATE OPERATIONS
PERSONAL SERVICES 274 315 382 376 455 376 387 466 387
OPERATING EXPENSES 66 40 119 65 84 65 64 83 64
SUBTOTAL STATE OPERATIONS 340 355 501 441 539 441 451 549 451
Total Expenditures 340 355 501 441 539 441 451 549 451
CHANGE ITEMS: _FUND.
(B) SPECIAL INVESTIGATIONS COMPLEX CASES GEN 98 98
Total Change ltems 98 98
FINANCING BY FUND:
DIRECT APPROPRIATIONS:
GENERAL 340 355 501 4441 539 441 451 549 451
Total Financing 340 355 501 441 539 441 451 549 451
FTE BY EMPLOYMENT TYPE:
FULL TIME 5.8 6.5 75 6.5 6.5 6.5 6.5 6.5 6.5
Total Full-Time Equivalent 5.8 6.5 7.5 6.5 6.5 6.5 6.5 6.5 6.5
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F.Y. 2000-01 BUDGET CHANGE ITEM

AGENCY: State Auditor, Office of (OSA)
PROGRAM: State Auditor, Office of
ACTIVITY: Special Investigations Division

ITEM TITLE: Continued Increase of Complex and Time Consuming Cases

2000-01 Biennium 2002-03 Biennium

E.Y. 2000 F.Y. 2001 F.Y. 2002 E.Y. 2003
Expenditures: ($000s)
General Fund*
- State Operations $98 $98 $98 $98
Revenues: ($3000s)
General Fund $-0- $-0- $-0- $-0-
Statutory Change? Yes No_X

If yes, statutes(s) affected:

D New Activity Supplemental Funding D Reallocation

*Non-Executive Branches of Government

RATIONALE:

The Special Investigations Division is requesting funding for 1 additional
investigator and funding to maintain 2 part-time law clerks. This request is in
response to the persisting growth in the number of complex, time consuming cases
coming to the Special Investigations Division. For example, one complex
investigation involving a county took over 2,000 hours of staff time, the equivalent
of 1.0 FTE workload. Likewise, 3 separate cases involving theft of public funds
consumed over 900 hours of investigative staff time. These cases are not isolated
occurrences.

In addition to the time spent on the cases noted above, Special Investigations must
also review and manage numerous other requests and respond to inquiries from
citizens and local government officials and employees regarding potential fraud,
waste, and abuse of public funds. In order for Special Investigations to be effective
in responding to these concerns, cases must be completed in a timely manner.

FINANCING:

The Special Investigations Division is funded by the General Fund. As with most
agencies that engage in investigative activities, funding through user fees is not
feasible. The amount required, including salary, fringe benefits, equipment, and
all other operating costs associated with the requested positions is $98,000
annually. Without the additional funding, the 2 present part-time law clerks will
be eliminated in F.Y. 2000.

OUTCOMES:

The division will continue to strive to achieve honesty, integrity, and accountability
in 4,300 local governments. It will communicate to the public and address findings
on major policy development issues that have statewide impact relating to the
integrity, stewardship, and performance of government activities. Because of
experience and employee development, the division will maintain its service level.

The division will strive to educate and work with local units of government in
identifying and preventing fraud. The objective will be to help local government
managers evaluate and improve their control systems to prevent fraud, waste, and
abuse. Additionally, Special Investigations will continue to train and educate OSA
field auditors to enhance the detection of fraud, waste, and abuse.

The Office of the State Auditor is prepared to fulfill its duties to investigate
allegations of wrongdoing and serve as a watchdog over taxpayers’ funds. This
staffing will allow the OSA the ability to more effectively and promptly accom-
plish these goals. In the event the requested funding is not made available, the
ability of the division to maintain its high level of service responsiveness to local
units of government will be seriously affected.
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2000-01 Biennial Budget

BUDGET ACTIVITY: Government Information Division
PROGRAM: State Auditor, Office of
AGENCY: State Auditor, Office of (OSA)

ACTIVITY PROFILE: The Government Information Division promotes
financial accountability and cost-effective public services for over 2,700 of
Minnesota’s local governments. In addition, this division prescribes the chart of
accounts and reporting requirements for our 855 cities and 1,792 towns, and
collects, verifies, and analyzes financial information for cities, towns, counties, and
special districts. This local government data is compiled into a database, which
includes information on local government revenues, expenditures, indebtedness,
fund balances, tax capacity, and totals for personal services. Often, the information
collected is used by others, such as the U.S. Bureau of the Census, Department of
Revenue, Pollution Control Agency, Minnesota Planning, the City of Minneapolis,
and the Minnesota Taxpayers’ Association. The OSA’s Single Audit staff and TIF
Division also utilize information this division receives. The Government
Information Division produces 11 reports on local government finances, which are
made available to the public in print and on the Internet. This information provides
local officials and citizens with a better understanding of their financial condition
relative to other local governments and provides Minnesota policy makers with
significant data useful in making sound public policy decisions.

This division also assists with special projects requested by the legislature,
including coordinating the collection of data into databases, preparing tables and
charts, analyzing the data, and publishing reports. In the last year, these special
projects included a study of local government bond council fees, an analysis of
local government legal costs, and a study of corporations created by public entities.

Finally, this division provides research and strategic planning support on
technology issues to other OSA divisions. The division makes recommendations
on equipment and software purchases; provides network and personal computer
installation, support and maintenance; procures common network equipment; and
supervises the LAN administrator and web site technical staff.

STRATEGIES AND PERFORMANCE: The overall efficiency and effective-
ness of the Government Information Division should be measured by more than the
amount of data it produces. The most important measure of its effectiveness is the
ultimate dissemination and use of its data to assist in discussions and public policy
decisions. To this end, the division will continue to improve the usefulness of

information on local government finances and work to enhance the raw data with
meaningful analysis, while improving its overall accessability. The division plans
to achieve these objectives:

&8 Develop an interactive database and electronic reporting forms on our website.

® Conduct in-depth research and analysis of local government finances,
including an analysis of our state-local fiscal relationship.

B Recommend proposals for improving the effectiveness and efficiency of the
systems used for delivering and financing local government services.

® Revise reporting forms and instructions used to collect routine financial
information from local governments.

B Review and resolve discrepancies and reporting errors in financial statements,
audits, lobbying disclosure forms, criminal forfeiture incident reporting forms,
solid waste management reporting forms, and other statutorily required
reporting forms filed by 87 counties, 855 cities, and over 1,792 townships.

B Maintain a extensive database of financial data on all local governments within
the state, including totals of revenues, expenditures, and outstanding debt.

® For legislative or client requests, develop surveys and forms to gather detailed
financial information on specific subjects related to local government finances.

8 Review reporting forms filed by local governments on the bonded debt for
streets and highways and share the data with the Department of Transportation.

B Maintain the Small Cities and Towns Accounting System (CTAS) software for
use by small cities and towns throughout the state.

FINANCING INFORMATION: Pursuant to M.S. 477A.014, Subd. 4, the
Commissioner of Revenue deducts $217,000 annually from local government aids
for the costs related to the government information function.

The costs of collecting highway expenditure data from local governments and
reporting the statewide data to state and federal transportation officials is repaid to
the OSA by the Department of Transportation through an interagency agreement.

Fees charged for the Small Cities and Towns Accounting System software are
transferred to the Department of Administration under M.S. 16B.405 to offset the
OSA’s bill for communications and computer services from Administration.

BUDGET ISSUES: This division manages the OSA’s information technology
needs and makes recommendations to the State Auditor on technology require-
ments. The continuous changes in this field demand that staff remain current on
new developments, including determining the OSA’s investment in new equipment,
software, training, and technologies to improve staff efficiency and effectiveness.
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Agency: STATE AUDITOR
Program: STATE AUDITOR

State of Minnesota

2000-2001 Biennial Budget
(Dollars in Thousands)

Activity: GOVERNMENT INFORMATION DIV
F.Y. 2000 F.Y. 1
Budaet Activity Summa Actual Actual Budgeted 200
g Yy vy F.Y. 1997 F.Y. 1998 F.Y. 1999 Agency Governor Agency Governor
Base Request Recomm. Base Request Recomm.
EXPENDITURES BY CATEGORY:
STATE OPERATIONS
PERSONAL SERVICES 301 345 405 419 494 419 434 509 434
OPERATING EXPENSES 201 84 387 213 263 213 209 259 209
SUBTOTAL STATE OPERATIONS 502 429 792 632 757 632 643 768 643
Total Expenditures 502 429 792 632 757 632 643 768 643
CHANGE ITEMS: _FUND
(B) RESEARCH & INFORMATION STAFFING GEN 125 125
Total Change ltems 125 125
FINANCING BY FUND:
DIRECT APPROPRIATIONS:
GENERAL 502 429 792 632 757 632 643 768 643
Total Financing 502 429 792 632 757 632 643 768 643
REVENUE COLLECTED:
NONDEDICATED
GENERAL 28 2 10 10 10 10 10 10 10
Total Revenues Collected 28 2 10 10 10 10 10 10 10
FTE BY EMPLOYMENT TYPE:
FULL TIME 6.4 71 8.0 8.0 8.0 8.0 8.0 8.0 8.0
PART-TIME, SEASONAL, LABOR SER 0.0 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1
Total Full-Time Equivalent 6.4 7.2 8.1 8.1 8.1 8.1 8.1 8.1 8.1
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F.Y. 2000-01 BUDGET CHANGE ITEM

AGENCY: State Auditor, Office of (OSA)
PROGRAM: State Auditor, Office of
ACTIVITY: Government Information Division

ITEM TITLE:  Research and Information Technology Staffing

2000-01 Biennium
F.Y. 2000 E.Y. 2001

__2002-03 Biennium
-F.Y. 2002 F.Y. 2003

Expenditures: ($000s)
General Fund*
- State Operations $125 $125 $125 $125

Revenues: ($000s)
General Fund $-0- $-0- $-0- $-0-

Statutory Change? Yes No_X

If yes, statutes(s) affected:

CNew Activity Supplemental Funding [ Reallocation

*Non-Executive Branches of Government

RATIONALE:

This requiest is to put in place the recommended ratio of staff required to support
the OSA’s existing computer network systems and analyze collected data in a
timely manner. This request will also improve local government financial
reporting in Minnesota and further one of the primary goals of this division; i.e.,
to make local government financial information more available to the general
public, local government officials, and the Legislature.

Increasing demands on limited staff make it difficult to issue and disseminate the
OSA’s reports in a time period when they are most meaningful. This request will
permit local government financial information to be collected, verified, and
distributed on a more timely basis. It will also allow the State Auditor to extend
a uniform financial reporting product and provide the capability to enhance the
OSA’s presence on the Internet where local government financial information will
be available for viewing, searching, or downloading by others. These efforts will
make the information more readily available to policy makers and the public.

This initiative will give this division the ability to obtain the personnel, equipment,
tools, and technical expertise required to extend the accessibility, understandability,
and usability of the information it collects. In addition, efforts will be made to
work with other state agencies to eliminate redundant information where practical,
and to link or house related information, when appropriate.

FINANCING:

There is funding for only 1.0 FTE technology staff person in the base. The
additional $125,000 per year in General Fund dollars will be used to add 1.0 FTE
Information Technology Specialist 3, 1.0 FTE Management Analyst, and 0.5
Student Worker, and their related costs.

OUTCOMES:
This request will be used to generate the following outcomes:

®  Staff will provide more timely verification and issuance of local government
financial information and reports.

® Computerized methods for reporting local government information will be
enhanced and extended. This includes creating computer based reporting forms
on diskette, and designing and maintaining web page reporting forms on the
Internet to simplify reporting to the Office of the State Auditor.

B Computerized methods for disseminating local government information will be
enhanced and extended. This includes financial reports being more widely
accessible to the public using diskette, downloading, or querying through the
Internet.

B In-house staff will be able to maintain the Cities and Towns Accounting System
(CTAS) software to make reporting more automated and improve local
government reporting.

B In-house staff will be able to maintain and provide backup for the Local Area
Network within the State Auditor’s Office.
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2000-01 Biennial Budget

BUDGET ACTIVITY: Pension Oversight Division
PROGRAM: State Auditor, Office of
AGENCY: State Auditor, Office of (OSA)

ACTIVITY PROFILE: The Pension Oversight Division monitors investment,
financial and actuarial reporting for over 700 public pension funds to ensure a
financially stable retirement system for the participants throughout the state,
accountability for the fiscally prudent management of local tax dollars that are
contributed to the retirement funds, and compliance with state statutes governing
the administration of plans covering approximately 25,000 members. Most plans
are small volunteer fire relief associations administered by part-time boards and
officers, whose tasks include understanding state laws affecting benefit levels,
financing, actuarial methods, investment practices and pension fund administration.
The division plays an important role in this process by attempting to deliver the
highest quality service to pension plan members, policymakers and taxpayers
through achievement of the following key goals: 1) promoting consistent
interpretation and application of statutes and fund bylaws in all phases of operation;
2) providing a uniform basis for calculating and reporting of investment returns for
all public plans; and 3) monitoring plan operations and administration of benefits
to effectively measure compliance with state laws governing plan operations and
administration. Program activities fall under the following 4 categories:

Financial Oversight -- Since financial oversight is this activity’s core function,

the division must:

8 develop and implement reporting processes that give pension members, pension
boards, local jurisdictions and state policymakers reliable information on the
status and funding requirements of local pension plans;

® annually distribute forms and reference tools such as the treasurer and auditor
packets, tax and investment guidebooks, along with automated files on diskette
for data entry, form submission and scenario testing;

B review all financial reporting forms, actuarial reports, defined contribution
allocation tables, and audits for accuracy and completeness.

Investment Performance Reporting -- Responsibilities in this area have expanded

to include the following activities:

® Develop and implement a reporting process for time-weighted rate-of-return
data collected from over 700 pension funds;

® Collect and review investment report submissions, compile and analyze
rate-of-return data, and report investment performance information to
policymakers, pension fund members and the public.

Research and Communications -- Since laws governing local pension plan

administration can be complex, a significant share of the division’s technical

resources is required to:

B provide assistance to pension funds on issues relating to tax laws, state statutes,
form submissions, investment policies and valuation of benefits;

® prepare regular reports to policymakers on pension plan status and investment
performance;

~ B conduct training and respond to requests for information from state elected

officials and their staff, local officials, and taxpayers.

Compliance Monitoring and Investigation -- When monitoring for legal

compliance in the administration of local pension plans, the division must:

B evaluate submitted reporting forms and contact pension fund officers,
municipal officials, auditors or investment advisors regarding any technical
irregularities, administrative or investment policy concerns;

® assist the OSA’s Legal, Audit Practice, and Special Investigations staff when
pension issues arise;

B prepare reports to the Commissioner of Revenue certifying individual relief
associations are eligible to receive various state aid distributions.

STRATEGIES AND PERFORMANCE: This division will receive, review, and
report each year the financial and investment information from over 700 public
pension funds, as required by the legislature. One of the division's challenges in
the next biennium is to augment its oversight and reporting functions by expanding
customer service to offer more frequent training, enhance publications, and
streamline various reporting processes. Increased training may result in significant
returns by correcting reporting and administrative problems before they are
encountered through OSA reviews.

FINANCING INFORMATION: Under M.S. 356.219, costs for investment
performance reporting, approximately $203,000 in F.Y. 2000, must be funded from
the General Fund. Under M.S. 69.021, subd. 5, the remaining costs for Pension
Oversight, approximately $249,000 in F.Y. 2000, are offset through
dollar-for-dollar reductions against state pension-related aids distributed by the
Department of Revenue.

BUDGET ISSUES: Due to a heightened awareness of the importance of

investments as a pension funding component, the legislature has continued to
increase the OSA’s responsibilities in the investment performance reporting area.
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State of Minnesota

2000-2001 Biennial Budget

(Dollars in Thousands)

Agency: STATE AUDITOR
Program: STATE AUDITOR
Activity: PENSION OVERSIGHT
Budaet Activity Summa Actual Actual Budgeted F.Y. 2000 F.Y. 2001
i
g ty ry F.Y. 1997 F.Y. 1998 F.Y. 1999 Agency Governor Agency Governor
Base Request Recomm. Base Request Recomm.
EXPENDITURES BY CATEGORY:
STATE OPERATIONS
PERSONAL SERVICES 180 246 331 355 466 355 368 479 368
OPERATING EXPENSES 59 67 203 110 146 110 97 133 97
SUBTOTAL STATE OPERATIONS 239 313 534 465 612 465 465 612 465
Total Expenditures 239 313 534 465 612 465 465 612 465
CHANGE ITEMS: _FUND.
(B) INVESTMENT OVERSIGHT OF PUBLIC PENSION GEN 147 147
Total Change ltems 147 147
FINANCING BY FUND:
DIRECT APPROPRIATIONS:
GENERAL 236 305 524 452 599 452 460 607 460
STATUTORY APPROPRIATIONS:
SPECIAL REVENUE 3 8 10 13 13 13 5 5 5
Total Financing 239 313 534 465 612 465 465 612 465
REVENUE COLLECTED:
DEDICATED
SPECIAL REVENUE 0 12 2 11 11 11 2 2 2
Total Revenues Collected 0 12 2 11 11 11 2 2 2
FTE BY EMPLOYMENT TYPE:
FULL TIME 3.6 51 7.3 7.2 7.2 7.2 7.2 7.2 7.2
Total Full-Time Equivalent 3.6 5.1 7.3 7.2 7.2 7.2 7.2 7.2 7.2

PAGE F-76




F.Y. 2000-01 BUDGET CHANGE ITEM
AGENCY: State Auditor, Office of (OSA)
PROGRAM: State Auditor, Office of
ACTIVITY: Pension Oversight Division

ITEMTITLE: Investment Oversight of Public Pension Funds

2000-01 Biennium 2002-03 Biennium

F.Y. 2000 E.Y. 2001 E.Y. 2002 F.Y. 2003
Expenditures: ($000s)
General Fund*
- State Operations $147 $147 $147 $147
Revenues: ($000s)
General Fund $-0- $-0- $-0- $-0-

Statutory Change? Yes No_X
If yes, statutes(s) affected:

D New Activity Supplemental Funding D Reallocation

*Non-Executive Branches of Government

RATIONALE:

The State Auditor is requesting $147,000 annually to fund 2.5 FTE for expanded
pension fund investment performance monitoring, research activities, training and
outreach coordination.

In 1997, the Legislature significantly expanded oversight of public pension fund
investment monitoring and performance reporting. Initially, investment perfor-
mance tracking by the OSA was limited to approximately 130 local relief
associations with at least $300,000 in assets. Legislation expanded this reporting
requirement to «l/ public plans in Minnesota, taking the total to over 720 pension
funds.

The amount of data received in the first year under the new reporting requirements
has been greater than anticipated. New investment reporting software has been
installed, and the first report under the new law is due in 1999. The data is
submitted in hard copy form, and must be reviewed, edited, keyed, and compiled
before the first annual report under the new law can be distributed. In addition, the

OSA is required to report by 1-1-99 to the Legislative Commission on Pensions
and Retirement with any recommendations for enhancing the information provided
by the public pension plans.

The OSA is requesting funding for 1 full-time professional investment manager to
coordinate the investment reporting process, data collection, vendor liaison, system
upgrades, and in-house and external training. One additional professional/technical
staff is needed for the administration and management of the investment
performance database over the long-term. In addition, 1 half-time office specialist
is needed to input data reported by relief associations.

These staff would also be available in off-peak months to assist with data collection
and analysis for the regular financial reporting process, to provide technical
assistance on special research projects, and to facilitate regular training and
outreach activities.

FINANCING:

Salary, fringe benefits, equipment, and all other operating costs associated with
these positions would be $294,000 for the biennium. This budget presently
includes 7.0 FTE in the base.

OUTCOMES:

For most large public pension plans, investment income comprises most of the
annual operating income of the plan. The OSA considers this initiative an
important part of our on-going effort to complement our oversight and auditing
functions by providing better program information to policy makers and fund
boards. Additional resources dedicated to this activity will allow the OSA to give
clients better tools and information with which to assess the overall effectiveness
of pension asset management. The current staff will also spend less time keying
and analyzing investment data and will be available for more training and outreach
activities with local relief associations, auditors, and investment advisors.
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2000-01 Biennial Budget

BUDGET ACTIVITY: Constitutional Office
PROGRAM: State Auditor, Office of
AGENCY: State Auditor, Office of (OSA)

ACTIVITY PROFILE:

The Constitutional Office provides senior level management for the Office of the
State Auditor, overseeing all OSA divisions, their supervisors and staff. The
Constitutional Office furnishes management review and support for the regular and
special audits of the Audit Practice Division. This budget also includes the costs
of the State Auditor’s administrative and official operations.

The Constitutional Office directs the planning for educational programs and
conferences hosted by the OSA. It also oversees the arrangements for the training
and required instruction for staff regarding audit and single audit standards,
technology, customer service, client relations, and human resource matters.

This division coordinates the dissemination of information regarding the financial
condition of local governments, working with local officials to improve the quality
of their financial operations to make services more efficient and cost-effective. The
Constitutional Office also assists the Government Information Division to bring
information to local governments and citizens through advances in technology.

The Constitutional Office supports the State Auditor’s contribution to and the
OSA's role on the State Board of Investment, Executive Council, Land Exchange
Board, Minnesota Housing Finance Agency, Rural Finance Authority Board,
Public Employees Retirement Board and Board of Government Innovation and
Cooperation. The State Auditor is also an ex-officio member of the Executive
Council of the Minnesota Historical Society.

STRATEGIES AND PERFORMANCE:
The budget plan will facilitate the accomplishment of the following goals:
® Provide supervisory oversight and direction for all OSA staff.

B Assist with the development, distribution, and drafting of special reports
requested by the Legislature.

® Offer training programs and conferences for staff, clients, and other interested
parties, including staff training in the areas of audit practice, technical issues,
customer service, and human resources.

® Implement projects to improve the efficiency and effectiveness of the electronic
collection and dissemination of local government financial information.

B Supervises the distribution of information collected by the Government
Information Division on the financial condition of local governments and the
financial trends affecting government at state and local levels.

B  Monitor local governments reporting requirements on a regular basis.

® Monitor the investments and policies of the Minnesota State Board of
Investment.

B Oversee policies and practices of the Public Employees Retirement Association,
Rural Finance Authority Board, Minnesota Housing Finance Agency, and the
Board of Government Innovation and Cooperation.

B Establish policies and procedures for the OSA regarding proper financial
controls and administrative procedures.

B Provide assistance and information to citizens, local government officials, and
state agencies concerning the operation of the OSA.

FINANCING INFORMATION:
The Constitutional Office, a constitutional function, is funded by the General Fund.
BUDGET ISSUES:

In the past 4 years, the Office of the State Auditor has assumed the oversight of tax
increment financing districts throughout the state, new functions in the reporting
of public pension plans, increased demands for special investigative work, and
numerous inquiries due to the publication of several highly visible audit reports.
These conditions required the Constitutional Office to address the senior
management issues that accompanied these changes in operations and increases in
workload. In addition, the Constitutional Office will continue to strive to
communicate the results of its oversight responsibilities to local government
officials and the public.
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Agency: STATE AUDITOR
Program: STATE AUDITOR
Activity: CONSTITUTIONAL OFFICE

State of Minnesota
2000-2001 Biennial Budget
(Dollars in Thousands)

Budaet Activity Summa Actual Actual Budgeted F.Y. 2000 F.Y. 2001
ivi
g ¥ i F.Y. 1997 F.Y. 1998 F.Y. 1999 Agency Governor Agency Governor
Base Request Recomm. Base Request Recomm.
EXPENDITURES BY CATEGORY:
STATE OPERATIONS
PERSONAL SERVICES 255 269 272 280 280 280 289 289 289
OPERATING EXPENSES 37 26 60 47 47 81 47 47 117
SUBTOTAL STATE OPERATIONS 292 295 332 327 327 361 336 336 406
Total Expenditures 292 295 332 327 327 361 336 336 406
CHANGE ITEMS: _FUND
(B) NON-SALARY INFLATION GEN 34 70
Total Change ltems 34 70
FINANCING BY FUND:
DIRECT APPROPRIATIONS:
GENERAL 292 295 332 327 327 361 336 336 406
Total Financing 292 295 332 327 327 361 336 336 406
FTE BY EMPLOYMENT TYPE:
FULL TIME 3.8 3.9 4.0 4.0 4.0 4.0 4.0 4.0 4.0
Total Full-Time Equivalent 3.8 3.8 4.0 4.0 4.0 4.0 4.0 4.0 4.0
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2000-01 Biennial Budget

BUDGET ACTIVITY: Tax Increment Financing Division
PROGRAM: State Auditor, Office of
AGENCY: State Auditor, Office of (OSA)

ACTIVITY PROFILE:

Effective 1-1-96, the legislature transferred all oversight and audit responsibilities
for tax increment financing (TIF) to the OSA and provided a statutory appropria-
tion to fund its activities. Local governments’ use of TIF is subject to complex
statutory requirements and limitations. The creation of a TIF district allows one
local government to capture property tax revenue that would otherwise be
distributed to other local governments (e.g., counties and school districts).
Furthermore, when a TIF district diverts property tax revenue from a school
district, the education funding formulas allocate additional state aid to the school
district, which increases the resulting demand on the state General Fund.

Tax increment financing is a statutory tool used by local governments to encourage
economic development, redevelopment, and housing projects. New development
on parcels in a TIF district increases the property tax revenue from the parcels. The
increase in property tax revenue is then “captured” by the TIF district authority and
used to pay associated costs of the new development. In C.Y. 1997, the approxi-
mately 1,900 TIF districts throughout the state, which the OSA monitors, generated
about $290 million of tax increment revenue to be used for development assistance.

STRATEGIES AND PERFORMANCE:

The TIF Division promotes legal compliance and accountability of local
governments’ uses of TIF through financial reviews and audits. It collects and
analyzes financial information that local governments are required to report
annually regarding their uses of tax increment. The division also performs legal
compliance audits on TIF districts throughout the state, answers citizens’ and local
government officials’ questions regarding TIF, and conducts and participates in
numerous TIF educational programs around the state on an annual basis.

When the TIF Division finds that a local government has not complied with the TIF
laws, it issues a notice of noncompliance to the municipality that approved the plan
for the TIF district. By law, the municipality must respond to the notice of
noncompliance within 60 days. The OSA is required to report these responses to
the chairs of the legislative committees with jurisdiction over TIF. If the
municipality’s response does not resolve the noncompliance issues, the TIF
Division refers the matter to the county attorney for possible enforcement action.

The TIF Division plans to achieve the following objectives:

B Review annual financial reports for TIF districts, notify TIF authorities of
problems or issues relating to annual reports, and obtain corrected information.

® Provide information and respond to local government officials and citizens who
request information regarding the lawful uses of TIF, and investigate citizen
information regarding unlawful uses of TIF.

B Conduct on-site TIF legal compliance audits.

Identify TIF non-compliance issues and notify municipalities of same.

® Forward information regarding violations of TIF law to county attorneys for
possible enforcement action.

B Provide chairs of the legislative committees, with jurisdiction over TIF, with an
annual report describing TIF legal compliance issues.

B Work in cooperation with state agencies, local government associations, and
local government officials to provide training and education to individuals
administering TIF districts in the state.

FINANCING INFORMATION:

The TIF Division is funded exclusively by a statutory appropriation of revenue
generated by deducting 0.25% of tax increment distributed to authorities that
administer TIF districts. In the 1998 legislative session, the enforcement deduction
rate was increased to the present 0.25% from 0.10%. County treasurers pay the
deducted revenue to the State Treasurer, which transfers the funds to the Office of
the State Auditor. The OSA projects it will receive $691,000 in F.Y. 2000 and
$712,000 in F.Y. 2001 from the statutory enforcement deduction. However, the
annual revenue from the enforcement deduction will vary depending on the number
of active TIF districts and the amount of tax increment generated by those districts.

BUDGET ISSUES:
The number of TIF districts over which the TIF Division has audit jurisdiction
continues to grow. The number of TIF districts required to report to the OSA was
1,674 for C.Y. 1995; 1,830 for C.Y. 1996; and approximately 1,900 for C.Y. 1997.

The additional revenue from the 0.25% rate will be used to add 5.0 FTE auditors,
1.0 FTE administrative specialist, and 1.0 FTE manager to the former 4.0 TIF staff.
The new auditors will perform on-site compliance audits and provide enhanced
training and education for local government officials and staff in response to
increasing demand for more timely and comprehensive oversight of local
governments’ use of TIF. These on-site audits are essential to ensure the accuracy
of TIF reports and legal compliance, and to strengthen the OSA’s oversight of the
expenditure of approximately $290 million per year in tax increment revenue.

‘PAGE F-81



State of Minnesota
2000-2001 Biennial Budget
(Dollars in Thousands)

Agency: STATE AUDITOR
Program: STATE AUDITOR
Activity: TAX INCREMENT FINANCING

F.Y. AR
Budget Activity Summar Actual Actual Budgeted 2000 F.Y. 2001
i
g Yy y F.Y. 1997 F.Y. 1998 F.Y. 1999 Agency Governor Agency Governor
Base Request Recomm. Base Request Recomm.
EXPENDITURES BY CATEGORY:
STATE OPERATIONS
PERSONAL SERVICES 203 202 432 543 543 543 561 561 561
OPERATING EXPENSES 31 32 306 131 131 131 165 165 165
SUBTOTAL STATE OPERATIONS 234 234 738 674 674 674 726 726 726
Total Expenditures 234 234 738 674 674 674 726 726 726
FINANCING BY FUND:
STATUTORY APPROPRIATIONS:
GENERAL 0 234 728 669 669 669 721 721 721
SPECIAL REVENUE 234 0 10 5 5 5 5 5 5
Total Financing 234 234 738 674 674 674 726 726 726
REVENUE COLLECTED:
DEDICATED
SPECIAL REVENUE 0 0 10 5 5 5 5 5 5
Total Revenues Collected 0 0 10 5 5 5 5 5 5
FTE BY EMPLOYMENT TYPE:
FULL TIME 3.9 4.0 8.7 11.0 11.0 11.0 11.0 11.0 11.0
Total Full-Time Equivalent 3.9 4.0 8.7 11.0 11.0 11.0 11.0 11.0 11.0
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2000-01 Biennial Budget
Agency Executive Summary

AGENCY: State Treasurer, Office of

AGENCY MISSION AND VISION:

The mission of the Office of State Treasurer, the chief elected state financial
officer, is to carry out, independent of other state agencies, responsibilities in
monetary areas important to the efficient fiscal operation of state government, and
state and local agencies.

KEY SERVICE STRATEGIES:

To maintain the integrity of financial controls, and to maintain checks and
balances, the Treasurer's Office operates independently of the Department of
Finance and all revenue-collecting agencies.

The Office is a service-oriented office that serves the public and all state agencies
-in performing duties that are unique. It is the cash management and cash control
center for the state. It transforms all revenues to cash and drives cash investment.
The office provides fiscal information necessary to operate state government. The
office, as a representative of the taxpayers of Minnesota, serves as a watchdog for
_all monies paid into and out of the General Fund, retirement funds, debt service
funds as well as other funds.

The State Treasurer also serves as member of the State Board of Investment (SBI)
and the Executive Council.

To accomplish its mission and implement its Key Strategies, the Office:

B Approves annually approximately 6 million state-issued warrants, and
legislative payroll and expenditures, as they are presented daily by banks for
payment.

B Accurately records daily deposits into 150 banks as reported by approximately
160 Deputy Registrars and 210 different state agencies, including higher
education facilities, throughout the state.

B Analyzes receipt and disbursement activity to maximize investment earnings
by determining amounts available for investment throughout the day.

B Verifies all investment expenditures made by SBI staff and authorizes payment
to brokers.

B Verifies receipts of all investment proceeds earned from investments made on
behalf of state agencies.

B Assures each day that all state funds on deposit are properly collateralized or
insured.

®  Formulates policy for cash management procedures.

® Pays and accounts for principal and interest due for some 70 state-bonded debt
issues.

B Receives, accounts for, and deposits payments for federal and state income
taxes, and Medicare and social security taxes, for the legislature, boards and

commissions, state employees, and state colleges and universities.

B Accounts for and processes payments to banks for service charges assessed the
state for banking activities.

B Receives, accounts for and deposits the state's share of county receipts,
miscellaneous gifts and escheated estates proceeds.

® Operates a cash facility to redeem state warrants, bonds and bond coupons.

B Prepares and publishes a credit card report to be available to the general public
for the purpose of comparing information of the various credit card issuers.

OPERATING ENVIRONMENT:

The following factors are shaping the direction of policies and activities of the State
Treasurer's Office:

B Electronic Financial Transactions (EFT's). Minnesota citizens and businesses
are demanding that state agencies accept and make payments electronically.
EFT's include credit cards, Automated Clearinghouse (ACH) debits and credits,
and electronic data interchange (EDI) transactions. The Web/Internet, advances
in telecommunications, and development of standards allow governments to
provide services more efficiently and less expensively. The Treasurer's Office
as the hub of electronic financial transactions must simultaneously make the
information about those transactions available to the bank, the accounting
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2000-01 Biennial Budget
Agency Executive Summary

AGENCY: State Treasurer, Office of
(Continuation)

system, and the agency. EFT's are the core of the OT/IPC Electronic Government
Services Initiative. The Treasurer has already taken the lead in developing the
national infrastructure allowing Electronic Benefits Transfers (EBT's), the system
that enables public assistance recipients to obtain benefits from ATM machines.

B Master Contract for Credit Card Vendors (Proposed) — The current and
inefficient practice is that each agency separately negotiates terms with credit
card companies when the agency has elected to accept credit card payments.
The problem is that agencies are not knowledgeable about these matters.
Therefore, volume discounts are lost, bidding is not competitive, balancing
deposits is much more difficult, both paper and electronic systems must be
supported, etc. The Treasurer's Office and Finance are developing processes
that will allow agencies to offer such services through a master contract.

8 Citizen Access to Information. Citizens and businesses are demanding
electronic access to information. This is especially so when the state provides
a single electronic payment to a vendor for multiple payment transactions (may
be in the hundreds or thousands). The vendor needs the detail about these
payments electronically. The Treasurer is involved with the Electronic
Government Services Initiative to make this happen.

ORGANIZATION/PROGRAM STRUCTURE:

The Office of State Treasurer has 13 employees, including the State Treasurer.

TREASURER AND EXECUTIVE TEAM 4.0 fte
Investments and Debt Service 2.0 fte

Data Processing 4.0 fte

‘ Cash Management 3.0 fte

9/30/98 TOTAL FTEs 13.0

TRENDS AND PERSPECTIVE:

.5 Total Budget - All Funds

3.0

:
/ o
25
)

20
1.5

1.0 o
05 | &=—

0.0

$ in millions

90 91 92 93 94 95 96 97 98 99
Fiscal Year

F.Y. 1995 includes carry forward from F.Y. 1994 to pay for bank fees
($420,000) and information system contracts ($110,000). These expenses were
not invoiced until F.Y. 1995.

F.Y. 1999 included a $1.5 million appropriation for transfer to the transportation
revolving loan fund, which is not included here.

F.Y. 1999 Expenditures by Fund
(% in thousands)

Bank Fees
$1,000
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2000-01 Biennial Budget
Agency Executive Summary

AGENCY:  State Treasurer, Office of
(Continuation)

REVENUES: ($50,016,000 for F.Y. 1998)

The State Treasurer is designated by statute to receive the state’s share of various
monies collected by the counties as fees, fines, assessments and surcharges. These
monies are not a part of the State Treasurer’s budget. They are either dedicated to
certain specific funds or are deposited into the General Fund.

Dedicated Fund Revenues

Marriage Fees $165,000
Probate Fees $13,855,000
Birth, Adoption & Child Restraint Fees $1,189,000
Police Officer Training $6,006,000
Seat Belt Fines $880,000
Petty Misdemeanor Fees $5,430,000
Conciliation Court & License Fees $3,098,000
Children Trust & Housing Trust $993,000

Total: | $31,616,000

General Fund Revenues

Court Fees & Fines $12,564,000
Public Defender Fees $212,000
Land Recording Fees $5,141,000
Tax Forfeited & Tax Increment Fees $483,000

Total: $18,400,000

GOVERNOR’S RECOMMENDATIONS:

Historically, the courts, the legislature, and other constitutional officers have
departed somewhat from general budget guidelines and have not fully partici-
pated in the executive branch budget process. The Governor respects this
separation of power and the desire of other elected state officials to independ-
ently present their budget requests directly to the legislature without specific
recommendations from the Governor. However, since the Governor is required
by law to submit a balanced budget to the legislature it is necessary to identify
funding for those offices as part of preparing a completed and balanced budget.

The Governor’s general recommendations for the constitutional offices reflect
his firm commitment to minimizing the overall growth of government and the
resulting tax burden on Minnesota taxpayers. Therefore, the Governor recom-
mends funding to maintain the existing level of appropriations previously
established by the legislature and recommends increasing that level only for
salary and non-salary inflation. The effect of this overall level of funding
should effectively allow this office to provide the same level of service as in the
current year. Discretionary increases in the level of services provided should be
reallocated from within the base budget.

For the Office of State Treasurer, the Governor’s recommendation includes
$63,000 for salary inflation and $140,000 for non-salary inflation. Because the
Treasurer’s Office receives the Small Agency Operating Expenses as a base
adjustment the Governor recommends the base.

The Governor makes no recommendation regarding the specific initiatives put
forward by the Treasurer.
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State of Minnesota

2000-2001 Biennial Budget
(Dollars in Thousands)

Agency: STATE TREASURER
Program: STATE TREASURER
Activity: STATE TREASURER
Budast Activity Summa Actual Actual Budgeted F.Y. 2000 F.Y. 2001
ivi
g y ry F.Y. 1997 F.Y. 1998 F.Y. 1999 Agency Governor Agency Governor
Base Request Recomm. Base Request Recomm.
EXPENDITURES BY CATEGORY: ‘
STATE OPERATIONS
PERSONAL SERVICES 623 672 711 695 705 695 716 726 716
OPERATING EXPENSES 2,009 1.442 1.423 1515 1.655 1.515 1,567 1.582 1.567
SUBTOTAL STATE OPERATIONS 2,632 2114 2134 2.210 2.260 2.210 l 2.283 2.308 2.283
CAPITAL OUTLAY 0 11 0 0 0 0 0 0 0
PAYMENTS TO INDIVIDUALS 0 55 0 0 0 0 0 0 0
Total Expenditures 2,632 2,180 2,134 2.210 2.260 2,210 2.283 2,308 2.283
CHANGE ITEMS: _FUND
(B) ELECTRONIC FINANCIAL TRANSACTIONS: MONEY GEN 50 25
Total Change items 50 25
FINANCING BY FUND:
DIRECT APPROPRIATIONS:
GENERAL 2.632 2,180 2,134 2.210 2.260 2.210 2.283 2.308 2,283
Total Financing 2,632 2,180 2,134 2,210 2.260 2210 2,283 2.308 2.283
REVENUE COLLECTED:
DEDICATED
GENERAL 807 494 884 877 877 877 897 897 897
STATE GOVERNMENT SPECIAL REVENUE 2 1137 1.250 1.250 1.250 1.250 1.250 1.250 1.250
SPECIAL REVENUE 6.371 6.935 6.496 7.996 7.996 7.996 8.496 8.496 8.496
AGENCY . 584 617 550 550 550 550 550 550 550
HOUSING FINANCE AGENCY 400 418 390 390 390 390 390 390 390
NONDEDICATED
GENERAL 16.989 17.984 18.012 19.792 19.792 19.792 18.012 18.012 18.012
STATE GOVERNMENT SPECIAL REVENUE 168 - 165 320 320 320 320 320 320 320
CAMBRIDGE DEPOSIT FUND 21,851 22384 23.283 23.283 23.283 23,283 | 23.283 23,283 23.283
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Agency: STATE TREASURER
Program: STATE TREASURER
Activity: STATE TREASURER

State of Minnesota
2000-2001 Biennial Budget
(Dollars in Thousands)

F.Y. 2000 F.Y. 2001
Budget Activity Summa Actual Actual Budgeted
I

udget Activity ry F.Y. 1997 F.Y. 1998 F.Y. 1999 Agency Governor Agency Governor

Base Request Recomm. Base Request Recomm.
Total Revenues Collected 47172 50.134 51.185 54.458 54.458 54,458 53.198 53.198 53.198

FTE BY EMPLOYMENT TYPE:

FULL TIME 11.9 12.9 12.9 12.9 12.9 12.9 12.9 12.9 12.9
PART-TIME, SEASONAL, LABOR SER 0.8 0.2 0.2 0.2 0.2 0.2 0.2 0.2 0.2
OVERTIME PAY 0.1 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Total Full-Time Equivalent 12.8 13.1 13.1 13.1 13.1 131 131 13.1 13.1
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2000-01 Biennial Budget
Agency Budget Brief
($ in thousands)

Agency: State Treasurer, Office of Fund: General

F.Y. 2000 . E.Y. 2001 Biennium

BASE-YFAR (F.Y. 1999)

Appropriations (F.Y. 1999) $3,634 $3,634 $7,268

BASE ADJUSTMENT

Salary Compensation Inflation 21 42 63

Small Agency Oprating Expense 45 95 140

Documented Rent Increase 11 13 24

Uniform Pension Reduction m m )

One-time Appropriation (1.500) (1.500) (3.000)
BASE LEVEL (for 2000 and 2001 $2,210 $2,283 $4,493

CHANGE ITEMS

Electronic Financial Transactions: Money

(Electronic Government Services) 50 25 75
AGENCY’S REQUEST $2,260 $2,308 $4,568

Brief Explanation of Budget Decisions:
® The Treasurer’s Office requests $4.5 million for the biennium.

- 45% is for Banking Contract Services (pursuant to competitive bid);

- 55% is for salaries, office rent, maintenance, contracts, communications
services, on-going programming and development costs to maintain the data
processing capabilities for our financial systems, and office expenses
including supplies, travel, replacement equipment, furniture, etc.

E Base adjustments include:

- increases for salary, operating expenses, and rent;

- removal of a one-time appropriation of $1.5 million that was a transfer to
the transportation revolving fund;

- Uniform Pension reduction of $2,000.

& $75,000 is requested as a part of the Electronic Government Services Initiative
that is designed to give the public the ability to electronically purchase permits
and licenses, and electronically pay fees and taxes through commercially

available communication channels such as the world wide web and the
telephone. Multiple agencies are involved with this initiative, which has the
support of the Information Policy Council (IPC) and the Office of Technology
oM.

GOVERNOR’S RECOMMENDATION(S):

Historically, the courts, the legislature, and other constitutional officers have
departed somewhat from general budget guidelines and have not fully participated
in the executive branch budget process. The Governor respects this separation of
power and the desire of other elected state officials to independently present their
budget requests directly to the legislature without specific recommendations from
the Governor. However, since the Governor is required by law to submit a
balanced budget to the legislature it is necessary to identify funding for those
offices as part of preparing a completed and balanced budget.

The Governor’s general recommendations for the constitutional offices reflect his
firm commitment to minimizing the overall growth of government and the resulting
tax burden on Minnesota taxpayers. Therefore, the Governor recommends funding
to maintain the existing level of appropriations previously established by the
legislature and recommends increasing that level only for salary and non-salary
inflation. The effect of this overall level of funding should effectively allow this
office to provide the same level of service as in the current year. Discretionary
increases in the level of services provided should be reallocated from within the
base budget.

For the Office of State Treasurer, the Governor’s recommendation includes
$63,000 for salary inflation and $140,000 for non-salary inflation. Because the
Treasurer’s Office receives the Small Agency Operating Expenses as a base
adjustment the Governor recommends the base.

The Governor makes no recommendation regarding the specific initiatives put
forward by the Treasurer.
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F.Y. 2000-2001 Information Technology New Funding

AGENCY: STATE TREASURER
PROGRAM: STATE TREASURER
ACTIVITY: STATE TREASURER

IT Change ltem: ELECTRONIC FINANCIAL TRANSACTIONS: MONEY

ITEM DESCRIPTION AND PURPOSE:

This part of the Electronic Financial Transactions (EFT) Project will develop a
process that will allow agencies to maximize their use of electronic payments and
electronic receipts. Agencies will be capable of sending payments to vendors
electroncially from within the MAPS procurement application through the existing
Automated Clearinghouse (ACH) maintained by the nation's financial institutions.
These payments could be made in advance for later settlement without adjusting
MAPS accounts until settlement. Likewise, vendors could make payments to the
state electronically through the ACH system. A process will be developed
whereby these payments will be posted simultaneously in the state's bank
accounts, in the MAPS accounting system, and the agencies' information
systems. The Treasurer's Office must provide the programming and system
integration between banking systems and governmental systems necessary to
create this EFT infrastructure.

FUNDING:
i 2000-01 Biennium 2002-03 Biennium 2004-05 Biennium
Funding Distribution =75566 T Fy 2001 | FY 2002 | FY 2003 | FY 2004 | FY 2005
Facilities 0 0 0 0 0 0
Grants 0 0 0 0 0 0
Hardware 0 0 0 0 0 0
Personnel 10 10 10 10 10 10
Services 15 15 15 15 15 15
Software 25 0 0 0 0 0
Supplies 0 0 0 0 0 0
Training 0 0 0 0 0 0
Total l 50 l 25 | 25 | 25 | 25 l 25 |

RATIONALE:

To maximize earnings in the state's "Treasurer's Cash," the state's cash
manager must have complete and accurate information available about when
and how much cash is being deposited and withdrawn into and out of the state's
bank accounts. The Department of Finance and the State Treasurer's Office
have long since concluded that this timely information realistically can only be
provided by maximizing the use of electronic payments and electronic receipts.
Until now these capabilities were expensive and tended to require customized
solutions. We believe that the development of a commonly available
communication medium (the world wide web) combined with the commercial
development of standards for electronic financial transactions make it possible
for government to realize some of these efficiencies in managing cash without
large capital investments. Currently, the state has approximately $5.5 billion in
Treasurer's Cash. Increasing return by even one-tenth of one percent is worth
fully developing its capability to collect receipts and issue payments
electronically.

LIFE CYCLE ANALYSIS:
2000-01 Biennium 2002-03 Biennium 2004-05 Biennium
Life Cycle Status FY 2000 | FY 2001 | FY 2002 | FY 2003 | FY 2004 | FY 2005
Development X
Operations X X X X X
Modification X X X X
Retirement
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F.Y. 2000-2001 Information Technology New Funding

AGENCY: STATE TREASURER
IT Change Item:  Electronic Financial Transactions: Money
(Continuation)

OFFICE OF TECHNOLOGY ANALYSIS:

Minnesota Technology on Target

Electronic Government Services (EGS) - This initiative is part of a multi-agency
¢ collaboration to build a secure infrastructure for delivering government services
electronically.

The Treasurer's Office plays a key role for the management of cash for the State
of Minnesota. The ability to manage cash electronically is a necessary and
critical component to increase the state's return on investment.

OT Master Plan: Goal 2-Efficient and effective government. This project would
improve the capability to collect receipts and issue payments electronically and
provide a long-standing practice of electronic money management for the State.
This is an IPC collaboration project which integrates banking systems and
governmental systems necessary to create an electronic funds transfer
infrastructure for State government. Recommendation: Integrate with other IPC
electronic government service initiatives and proceed with project. OT supports
this project. *** Statewide critical project-project must be funded.

GOVERNOR'S RECOMMENDATION:

The Governor makes no recomendation regarding the specific initiative put
forward by the Office of the State Treasurer.
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2000-01 Biennial Budget
Agency Executive Summary

AGENCY: Attorney General, Office of (AGO)

AGENCY MISSION AND VISION:
The mission of the AGO is to protect the interests of Minnesota citizens through:

Law Enforcement--The AGO:

® Enforces the state’s consumer, charities, Medicaid and antitrust laws to protect
the citizens of the state from fraud and to ensure fair business practices.

B Assists county attorneys in prosecuting crime and upholding criminal
convictions to safeguard the public.

B Assists citizens with consumer complaints and legal issues through education,
information and mediation.

® Develops programs to prevent crime, drug abuse, sexual abuse, and consumer
fraud.

Agency Representation--The AGO serves as general counsel to state agencies to:

# Protect the public from unsafe health care and child care providers, dangerous
drivers, sexual predators, and licensed professionals.

Protect the public’s natural resources.

Protect taxpayer dollars.’

Enforce state laws.

Help agencies design and carry out their programs.

Operate facilities such as prisons, hospitals, parks and campuses in compliance
with all applicable laws.

Defense of Claims--The AGO serves as defense counsel for the legislature and
state agencies to:

® Protect taxpayer dollars.
B Defend state legislation and agency program decisions.

Through this work the AGO in the 1996-1997 biennium:

® Returned $22,866,000 to the state treasury and $26,919,000 to citizens of the
state.

® Saved the state $228,500,000 by successfully defending claims against the
state.

B Protected state funds by carefully reviewing state contracts, grants and bond
issues.

The result is that the AGO returns, saves and protects far more taxpayer dollars
than it spends.

The AGO accomplishes this result, through its continuing efforts to provide high
quality cost-efficient legal services. The AGO has also built an extensive
preventative law program designed to avoid legal problems. It has aggressively
used alternative dispute resolution methods (ADR). And the AGO has shifted work
to legal assistants to meet the demand for additional legal services.

KEY SERVICE STRATEGIES:
To carry out its mission and vision the AGO:

B Attracts highly qualified lawyers, legal assistants and support staff.

& Develops innovative legislative approaches to efficiently resolve problems such
as child support and redevelopment of contaminated land.

B Employs cutting edge law enforcement techniques to address new threats to the
public such as computer crimes, methamphetamine labs and gang violence.

B Establishes close working relationships with state agencies, county attorneys
and other constituent groups to assist them in carrying out their programs.

B Works with agencies to educate staff on issues such as employment law, tort
claims, and implementation of new statutes to reduce exposure to claims and
prevent costly litigation.

B Educates consumers to avoid unscrupulous business practices and works with
businesses to educate them about state law.

B Regularly examines the mix of lawyers and legal assistants to assure efficient
delivery of legal services.

® Sponsors programs that help prevent crime, drug abuse, sexual abuse and
discrimination.

B Trains its staff to enhance their capability to meet the state’s legal needs.
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~ 2000-01 Biennial Budget
Agency Executive Summary

AGENCY: Attorney General, Office of (AGO)
(Continuation)

OPERATING ENVIRONMENT:
The challenges faced by the AGO include:

B Meeting the constantly increasing demand for AGO services driven by new
programs (for example, community notification of level 3 sex offenders),
enhanced programs (for example, the tougher DWI laws), new facilities (for
example, the new prison), increased litigation (for example, employment law),
and new public safety threats (for example, the rapid increase in methamphet-
amine labs).

B Retaining qualified, experienced staff when AGO lawyers salaries are
frequently at or below 80% of those paid by other major metropolitan public
law offices.

B Maintaining adequate funding for the office in light of the increasing demand
for services and the salary inequities. Currently, the office is funded by a mix
of General Fund appropriation and funding agreements with “partner agencies.”
These funding approaches are being studied by an AGO-Department of Finance
Task Force.

B Building the capability to respond to crimes involving new technology such as
Internet fraud.

B Developing a staff that more closely reflects the diversity of Minnesota’s
populous.

FINANCING INFORMATION:

Beginning in F.Y. 1996-97 the Attorney General’s Office began “partnering” with
various agencies to provide legal services. Under this partner arrangement the
AGO negotiated agreements with agencies for a specific number of hours of legal
services. The agencies transferred or made payments to the AGO to cover the cost
of these services.

ORGANIZATION/PROGRAM STRUCTURE:

Attorney General

| Government Services 89.0 fte
| ____Public and Human Resources 105.0 fte
| Law Enforcement 133.0 fte
| Solicitor General 82.0 fte
| Health and Licensing 75.0 fte
| Administration 55.0 fte

6/30/98 TOTAL FTEs 539.0

GOVERNOR’S RECOMMENDATION:

Historically, the courts, the legislature, and other constitutional officers have
departed somewhat from general budget guidelines and have not fully participated
in the executive branch budget process. The Governor respects this separation of
power and the desire of other elected state officials to independently present their
budget requests directly to the legislature without specific recommendations from
the Governor. However, since the Governor is required by law to submit a
balanced budget to the legislature it is necessary to identify funding for those
offices as part of preparing a completed and balanced budget.

The Governor’s general recommendations for the constitutional offices reflect his
firm commitment to minimizing the overall growth of government and the resulting
tax burden on Minnesota taxpayers. Therefore, the Governor recommends funding
to maintain the existing level of appropriations previously established by the
legislature and recommends increasing that level only for salary and non-salary
inflation.

For the Office of State Attorney General, the Governor’s recommendation includes
$1.7 million for salary inflation and $149,000 for non-salary inflation.

In addition, the Governor recognizes that demands for service have increased
throughout the entire legal system. In particular, requests facing the Office of
Attorney General for both law enforcement services to local units of government
and for state government agency services need to be addressed. To address these
demands the Governor recommends a funding increase equivalent to two percent
each year amounting to $491,000 in F.Y. 2000 and $998,000 in F.Y. 2001.

The Governor makes no recommendation regarding the specific initiatives put
forward by the Office of the Attorney General.
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2000-01 Biennial Budget
Agency Executive Summary

AGENCY: Attorney General, Office of (AGO)
(Continuation)

TRENDS AND PERSPECTIVE:

Total Budgets - All Funds

$ in Millions

10

1990 1991 1992 1993 1994 1995 1996 1997 1998 1999

1989-99 Expenditures by Category
Total $78,467 .

Local
Assistance
1.5%

Operating
Expenses
20.9%

Personnel
Services
77.5%

1998-99 Expenditures by Program
Total $78,467

Health & Admin.
Licensing 15.5%
12.7%

Solicitor Govern-
General ment Svcs.
12.6% 13.6%
Public &
Law Human
Enforce- Resources
ment 17.0%
28.7%
1989-99 Expenditures by Fund
Total $78,467
Other
3.4%
State Govt
Special
Revenue
8.2%
Federal
4.3%

General
84.1%
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Agency: ATTORNEY GENERAL
Program: ATTORNEY GENERAL

State of Minnesota

2000-2001 Biennial Budget

(Dollars in Thousands)

F.Y. 2000 F.Y. 2001
Program Summa Actual Actual Budgeted
g mmary F.Y. 1997 F.Y. 1998 F.Y. 1999 Agency Governor Agency Governor
Base Request Recomm. Base Request Recomm.
EXPENDITURES BY ACTIVITY:
GOVERNMENT SERVICES 4.400 4575 6.092 5.079 5.079 5.079 5,138 5.138 5,138
PUBLIC AND HUMAN RESOURCES 5,737 5.586 7.725 3.421 3.421 3.421 3.433 3.433 3.433
LAW ENFORCEMENT 10.249 11.800 12.253 11,177 11,177 11177 11,318 11.318 11,318
SOLICITOR GENERAL 3.735 4104 5748 5.008 5.098 5.098 5.144 5.144 5144
HEALTH & LICENSING 4410 4501 5.460 3417 3417 3417 3419 3419 3.419
ADMINISTRATION 5.017 5.200 6.956 7.004 7.995 7.550 6.914 7.826 8.006
Total Expenditures 33.548 35,766 44.234 35,196 36,187 35.742 35.366 36.278 36.458
CHANGE ITEMS: _FUND
(B) INFORMATION TECHNOLOGY REQUEST GEN 991 912
(B) CASE LOAD INCREASE GEN 491 998
(B) NON-SALARY INFLATION GEN 55 94
Total Change ltems 991 546 912 1.092
FINANCING BY FUND:
DIRECT APPROPRIATIONS:
GENERAL 25.968 26,593 30.291 24554 25545 25.100 24,940 25.852 26.032
STATE GOVERNMENT SPECIAL REVENUE 2.923 2928 3.471 1.713 1,713 1,713 1,717 1,717 1717
ENVIRONMENTAL 126 127 132 135 135 135 138 138 138
SOLID WASTE 383 351 544 460 460 460 470 470 470
STATUTORY APPROPRIATIONS:
GENERAL 2538 3237 5.876 5.206 5.206 5.206 4.947 4947 4.947
PETROLEUM TANK RELEASE CLEANUP 73 104 119 0 0 0 0 0 0
SPECIAL REVENUE 73 191 388 272 272 272 272 272 272
FEDERAL 1.179 990 2.347 2.331 2331 2.331 2.357 2.357 2.357
ENVIRONMENTAL 89 0 0 0 0 0 0 0 0
AGENCY 54 926 607 525 525 525 525 525 525
HOUSING FINANCE AGENCY 44 80 356 0 0 0 0 0 0
GIFT 98 239 103 0 0 0 0 0 0
Total Financing 33.548 35,766 44,234 35.196 36.187 35,742 35.366 36.278 36.458
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State of Minnesota
2000-2001 Biennial Budget
(Dollars in Thousands)

Agency: ATTORNEY GENERAL
Program: ATTORNEY GENERAL

F.Y. 2000 F.Y. 2001

p Summa Actual Actual Budgeted
rogram summary F.Y. 1997 F.Y. 1998 F.Y. 1999 Agency Governor Agency Governor
Base Request Recomm. Base Request Recomm.

FTE BY EMPLOYMENT TYPE:

FULL TIME 4411 4875 489.5 475.1 4771 475.1 475.1 477.1 4751
PART-TIME, SEASONAL, LABOR SER 29.6 445 49.6 49.2 49.2 49.2 49.2 49.2 49.2
OVERTIME PAY 0.4 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Total Full-Time Equivalent 4711 532.0 539.1 524.3 526.3 524.3 524.3 526.3 524.3
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2000-01 Biennial Budget
Agency Budget Brief
($ in thousands)

Agency: Attorney General, Office of (AGO) Fund: General

F.Y. 2000 F.Y. 2001 Biennium

BASE-YEAR (F.Y. 1999)

Appropriations (F.Y. 1999) $23,163 $23,163 $46,326

BASE ADJUSTMENT

One-time Appropriations (125) (125) (250)

Uniform Pension Bill Reductions (6) 6) (12)

Transfer Between Agencies 593 611 1,204

2000-01 Salary & Benefit 564 1,147 1,711

Documented Rent/Lease Inc/Dec 338 123 461

Statewide Administration Systems 27 27 54
BASE LEVEL (for 2000 and 2001) $24,554 $24,940 $49,494

CHANGE ITEMS

Information Technology Budget Request 991 912 1.903
AGENCY REQUESTS ‘ $25,545 $25,852 $51,397

Non-salary Inflation 55 94 149

Case Load Increase 491 998 1.489
GOVERNOR’S RECOMMENDATION $25,100 $26,032 $51,132

Brief Explanation of Budget Decisions:
® In addition to direct appropriations, the AGO recieves funds from partner

agencies for the cost of providing legal services.

B Base adjustments include the removal of $250,000 for a one-time appropriation
for a grant to the D.A.R.E advisory council; $12,000 reduction for the uniform
pension bill reduction; $1.204 million as a transfer from the Department of
Finance for accounts receivable collections work associated with the Minnesota
Collections Enterprise (MCE) appropriation; $1.711 million for F.Y. 2000-01
salary and benefit compensation; $461,000 for documented rent/lease increases;
and $54,000 for statewide administration systems billings.

& $1.903 million is requested for information technology change item consisting
of maintenance and new initiatives. The AGO has submitted this request to the
Minnesota Office of Technology for review.

GOVERNOR’S RECOMMENDATION(S):

Historically, the courts, the legislature, and other constitutional officers have
departed somewhat from general budget guidelines and have not fully participated
in the executive branch budget process. The Governor respects this separation of
power and the desire of other elected state officials to independently present their
budget requests directly to the legislature without specific recommendations from
the Governor. However, since the Governor is required by law to submit a
balanced budget to the legislature it is necessary to identify funding for those
offices as part of preparing a completed and balanced budget.

The Governor’s general recommendations for the constitutional offices reflect his
firm commitment to minimizing the overall growth of government and the resulting
tax burden on Minnesota taxpayers. Therefore, the Governor recommends funding
to maintain the existing level of appropriations previously established by the
legislature and recommends increasing that level only for salary and non-salary
inflation.

For the Office of State Attorney General, the Governor’s recommendation includes
$1.7 million for salary inflation and $149,000 for non-salary inflation.

In addition, the Governor recognizes that demands for service have increased
throughout the entire legal system. In particular, requests facing the Office of
Attorney General for both law enforcement services to local units of government
and for state government agency services need to be addressed. To address these
demands the Governor recommends a funding increase equivalent to two percent
each year amounting to $491,000 in F.Y. 2000 and $998,000 in F.Y. 2001.

The Governor makes no recommendation regarding the specific initiatives put
forward by the Office of the Attorney General.
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2000-01 Biennial Budget

Agency Budget Brief
(8§ in thousands)
Agency: Attorney General, Office of (AGO) Fund: State Govt. Special Revenue
F.Y. 2000 F.Y. 2001 Biennium GOVERNOR’S RECOMMENDATION(S):

BASE-YEAR (F.Y. 1999) The Governor recommends the agency’s base budget.

Appropriations (F.Y. 1999) $1,924 $1,924 $3,848

BASE ADJUSTMENT

Workload Change (211 207 418
AGENCY REQUEST $1,713 $1,717 $3,430

CHANGE ITEMS

None -0- -0- -0-
GOVERNOR’S RECOMMENDATION $1,713 $1,717 $3,430

Brief Explanation of Budget Decisions:

B AGO serves 14 health related licensing boards by assisting them in their
licensing and disciplinary functions. AGO staff work with board staffs in
reviewing complaints, drafting legal documents, investigating complaints, and,
if the facts warrant, initiating formal contested case proceedings. Many of the
cases are resolved through settlement, but an increasing number of cases,
reflecting more aggressive board enforcement policies, are proceeding through
the process. Some of these cases proceed through the full appeal process
allowed within the court system.

B The health licensing boards charge fees to the practioners they license. These
fees cover the costs of the services provided to the boards by AGO.

B The Workload Change Base Adjustment reflects a reduction in legal services
needed by the various health boards, due primarily to increased efficiency in
the manner that legal documents are drafted and reviewed by the client boards
and the increasing use of specific delegations regarding drafting and investiga-
tions to the boards.
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Agency: Attorney General, Office of (AGO)

2000-01 Biennial Budget
Agency Budget Brief
($ in thousands)

Fund: Environmental

E.Y. 2000
" BASE-YEAR (F.Y. 1999)
Appropriations (F.Y. 1999) $131
BASE ADJUSTMENT
2000-01 Salary & Benefit 4
AGENCY REQUEST $135
CHANGE ITEMS
None ‘ -0-
GOVERNOR’S RECOMMENDATION $135

Brief Explanation of Budget Decisions:

E.Y. 2001 Biennium
$131 $262

1 1

$138 $273

0- 0
$138 $273

2 In carrying out the Attorney General’s responsibility for investigating and
prosecuting environmental crime, the Law Enforcement Section has entered
into memoranda of understanding with interested state agencies, including the
Pollution Control Agency, the departments of Transportation and Natural
Resources. In this way we can direct public resources to the areas in which our
cooperative efforts can achieve our most important shared objectives type

explanation here.

GOVERNOR’S RECOMMENDATION(S):

The Governor recommends the agency’s base budget.
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Agency: Attorney General, Office of (AGO)

2000-01 Biennial Budget
Agency Budget Brief
($ in thousands)

Fund: Solid Waste

E.Y. 2000 F.Y. 2001

BASE-YEAR (F.Y. 1999)

Appropriations (F.Y. 1999) $450 $450

BASE ADJUSTMENT

2000-01 Salary & Benefit 10 20
AGENCY REQUEST $460 $470

CHANGE ITEMS

None -0- -0-
GOVERNOR’S RECOMMENDATION $460 $470

Brief Explanation of Budget Decisions:

Biennium

$900

# These funds are appropriated from the solid waste fund for responsibilities
associated with insurance claims settlement and recovery associated with
landfills in the landfill cleanup program under M.S. 115B; and to assist local
governments in the defense of selected lawsuits challenging local government

implementation of state solid waste programs.

GOVERNOR’S RECOMMENDATION(S):

The Governor recommends the agency’s base budget.
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2000-01 Biennial Budget
Agency Level Revenue Summary

AGENCY: Attorney General, Office of (AGO)

REVENUE SOURCES:

The AGO generates non-dedicated, dedicated revenue and federal funds. The
majority of non-dedicated revenue is generated as a result of the tobacco litigation
settlement. Revenue is also generated through legal services provided to other state
agencies as provided for under M.S. 8.15. Other non-dedicated revenues are
associated with assurance of discontinuance, civil penalties and restitution of legal
costs. Funds collected are deposited in the state’s General Fund and also the
Cambridge Deposit Fund. We anticipate non-dedicated revenues to be $363.3
million in F.Y. 2000 and $376.0 million in F.Y. 2001.

Dedicated revenue is received through interagency agreements, federal grants and
indirect costs associated with those federal grants. Federal funds are received from
the Department of Health and Human Services-Medicaid Fraud grant, Office of
Justice Program-Narcotics grant and Office of Justice Program-Weed and Seed
grant. Revenue to be received is estimated to be $8.3 million in F.Y. 2000 and $8.1
million in F.Y. 2000.

FEE STRUCTURE:

Fees for attorney general services are based on the recovery of costs as provided
under M.S. 8.15.

RECENT CHANGES:

As a result of the tobacco litigation settlemenit, the non-dedicated revenues have
significantly increased from F.Y. 1998 and going forward.

FORECAST BASIS:
Forecasts are based on both prior history and settlement documents.
CHANGE ITEMS:

No change item is being requested.
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State of Minnesota
2000-2001 Biennial Budget
(Dollars in Thousands)

Agency: ATTORNEY GENERAL

F.Y. 2000 F.Y.2 Biennial Change
Summary of Agency Revenues FAth‘;-IQaQI7 Fl;ct:lgagl’s Equg%tgg 001 2000-01 Gov / 1998-99
e the o Governor Governor
Forecast Recomm. Forecast Recomm. Dollars Percent
NON-DEDICATED REVENUE:
DEPARTMENTAL EARNINGS (INTER-AGENCY):
GENERAL 5,729 5.318 5.000 5.000 5,000 5.000 5.000 (318) -3.1%
DEPARTMENTAL EARNINGS:
CAMBRIDGE DEPOSIT FUND 252 283 232 232 232 232 232 (51) -9.9%
OTHER REVENUES:
GENERAL 768 1.383 461.800 358.000 358.000 370.750 370.750 265.567 57.3%
OTHER SOURCES:
GENERAL 6 0 0 0 0 0 0 0
Total Non-Dedicated Receipts 6.755 6.984 467.032 363.232 363.232 375.982 375.982 265.198 55.9%
DEDICATED RECEIPTS:
DEPARTMENTAL EARNINGS (INTER-AGENCY):
GENERAL 1,793 3.315 5.057 5.196 5.196 4,937 4937 1.761 21.0%
ENVIRONMENTAL 89 0 0 0 0 0 0 0
GRANTS:
FEDERAL 1.043 961 2,321 2,331 2,331 2,357 2,357 1.406 42.8%
OTHER REVENUES: '
GENERAL 75 230 169 10 10 10 10 (379) -95.0%
SPECIAL REVENUE 291 283 389 272 272 272 272 (128) -19.0%
AGENCY 1.157 639 798 525 525 525 525 (387) -26.9%
GIFT 198 210 4 0 0 0 0 (214) -100.0%
Total Dedicated Receipts 4.646 5.638 8.738 8.334 8.334 8.101 8.101 2,059 14.3%
Agency Total Revenues J 11.401 12,622 475.770 371.566 371.566 384,083 384.083 267.257 54.7%
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2000-2001 Biennial Budget
Federal Funds Summary
($ in Thousands)

Agency: Attorney General, Office of (AGO)

The AGO receives federal funds for the following activities:

The Health Care Fraud Demonstration grant began in F.Y. 1996 with 100%
federal funding the first year and a 25% state match requirement the second
year. The grant allowed the AGO to expand its efforts investigating and
prosecuting health care fraud. The AGO no longer is involved with this
federal grant.

The Medicaid Fraud grant allows the AGO to continue investigating and
prosecuting fraud in the Medicaid program. This grant has a 25% state match
requirement. The AGO anticipates continued funding of this grant.

The Narcotics grant allows the AGO to continue our efforts to target the
prosecution of those who facilitate the narcotics trade. It also allows us to
continue to provide the prosecution support needed by law enforcement during
the investigative phase of such cases. This grant has a 25% state match
requirement. The AGO anticipates continued funding of this grant.

The Weed and Seed grant began as a federal program with a strategy designed
to assist neighborhoods prevent crime and restore neighborhoods by "weeding
out" violent crime, drug use, gang activity and nuisance crimes and by
"seeding" the area with a wide range of programs, services and rehabilitation
efforts from both public and private entities. Weed and Seed strategies are
developed and implemented by a local steering committee, and must include
the following 4 elements: 1) law enforcement, 2) community policing, 3)
prevention, intervention and treatment, and 4) neighborhood restoration.

In 1996, Minnesota was the first state in the nation to create its own statewide
Weed and Seed Initiative, when the legislature appropriated funding for four
pilot Weed and Seed sites to the Department of Public Safety. An
appropriation of $2.25 million to the Department of Public Safety was used to
leverage approximately $2 million per year from the federal Weed and Seed
program.

Today, Minnesota has been selected as the only state in the nation to manage
the federal Weed and Seed Initiative on behalf of the Department of Justice.
In 1998, the federal Executive Office for Weed and Seed awarded $1.3 million
to the Attorney General for the 9 federally recognized Weed and Seed sites
around the state and for management of the federal program on behalf of the
Executive Office for Weed and Seed (EOWS).
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2000-2001 Biennial Budget

Federal Funds Summary (Cont.)
($ in Thousands)
Agency: Attorney General, Office of (AGO)

SRR T - Related State ‘ : SFY 1998 SFY 1999 . Estimated SFY Estimated SFY -
Federal Program - . -Spending Primary Purpose Revenues .. Revenues 2000 Revenues | 2001 Revenues
Office of Justice Program - Health Care Fraud Yes SO 138 17 -0- -0-
Demonstration
Department of Health and Human Services - Medicaid Yes SO 698 855 881 907
Fraud Control Unit
Office of Justice Program - Narcotics Yes SO 154 169 150 150
Office of Justice Program - Weed and Seed No GPS -0- 1,300 1,300 1,300
Agency Total =~ 990 2,341 2,331 2357

KEY:

SO - State Operations
GPS - Grants to Political Subdivisions
GI - Grants to Individuals
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2000-01 Biennial Budget

BUDGET ACTIVITY: Government Services
PROGRAM: Attorney General, Office of (AGO)
AGENCY: Attorney General, Office of (AGO)

ACTIVITY PROFILE: Functions:

Litigation to enforce and defend Agency authority
General Counsel Role

Transactions: Real Estate, Contracts and Grants, Bonding
Prevention and Training

STRATEGIES, PERFORMANCE AND CHALLENGES

Laber Division
Strategies and Performance:

B InF.Y. 1998, compelled restitution for misappropriation of up to $1 million
of state and federal grant funds on behalf of the Department of Economic
Security.

B Defended the constitutionality of the wage loss benefits coordination between
the MSRS and workers’ compensation system to ensure employees do not
receive double-recovery.

B Litigated over 100 cases in F.Y. 1998 to preserve the resources of state funds
for injured and retired workers.

Challenges

B Help administer new federal and state workplace safety standards for
ergonomics, fall protection and tobacco smoke.

B Work with DOLI Legal Services to shift certain cases involving the defense

of the Special Compensation Fund to them, allowing the AGO to more
efficiently use its resources by concentrating on enforcement of the require-
ment that all employers have compensation insurance.

Public Finance/Opinions Division:
Strategies and Performance:

InF.Y. 1998, reviewed several thousand contracts, intellectual property license
agreements, leases, requests for proposals, investment management agree-
ments, limited partnerships, and other transactions involving hundreds of
millions of dollars for numerous state agencies.

Assisted in state issuance of over $531 million in general obligation bonds and
over $441 million in revenue bonds in F.Y. 1998.

GO Bonds Issued

600

500 |

400 |

300 |

$ in millions

200 |

100 .

FY 96

FYQ7

Fiscal Year

FYos8

Challenges

Maximize the value and protection obtained by the state in contracts including,
in particular, the Year 2000 warranty issues. Assistin debtand lease-purchase
transactions, which permit state agencies to maximize their budgets.

Assist in the issuance of public debt for such purposes as low or moderate
income housing, waste water treatment, and economic development loans to
small businesses and communities.

Provide more efficient, consistent and coordinated legal services by consoli-
dating general counsel representation for 38 state boards and 11 state agencies
and offices with an experienced team of attorneys and legal assistants.

Public Safety Division
Strategies and Performance

Handled over 3,000 implied consent cases (drunk driver license revocations
and/or plate impoundments) in F.Y. 1998 in Minnesota’s district courts. This
represents a 43% increase in caseload from F.Y. 1996. Despite sharp increases
in cases, the division’s litigation success rate remains at 87%.

Successfully defended over 100 §179.19 petitions (court actions to regain
driving privileges filed by the most severe DWI offenders who have had their
driver’s licenses “canceled and denied as inimical to public safety’’) in F.Y.
1998. This represents a 60% increase in § 171.19 caseload for the division
since 1993.

Initiated or defended over 70 drunk-driving related appeals having statewide
impact in F.Y. 1998.
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2000-01 Biennial Budget

BUDGET ACTIVITY: Government Services
PROGRAM: Attorney General, Office of (AGO)
AGENCY: Attorney General, Office of (AGO)
(Continuation)

INCREASE IN IMPLIED CONSENT CASES
1993 - 2001 (Projected*)
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Challenges
8 Remove drunk drivers from the roads through the vigorous and uniform
enforcement of implied consent and drunk driving laws. With a projected
annual 19% increase in challenges to license revocations, this challenge cannot
be met without dramatically increasing resources.
m  Defend at the appellate court level the constitutionality of the myriad of recent

statutory amendments to the implied consent and DWI laws.

Transportation Division
Strategies and Performance

Litigated increased eminent domain caseload for trunk highway projects. The
number of parcels acquired through condemnation has increased from 200 in
F.Y. 1997 t0 223 in F.Y. 1998 and it is estimated that 250 will be acquired by
condemnation in F.Y. 1999. The amounts paid out in condemnation awards
has risen from $7.9 million in F.Y. 1997 to $8.3 million in F.Y. 1998 and the
amount estimated for F.Y. 1999 is $10 million. There are currently 600
parcels in pending actions, which are likely to cost the state over $25 million.
It is anticipated that federal highway funding will increase the state’s
construction budget by almost 15% to $500 million in each F.Y. 1999 and
F.Y. 2000, resulting in a commensurate increase in condemnation activity over
the same period of time.

Parcels in Condemnation
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Defended a significant number of major cases including a challenge to the
constitutionality of the federally-mandated DBE/WBE program; a challenge
to Transportation’s administration of its directional sign program rules and
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Government Services
PROGRAM: Attorney General, Office of (AGO)
AGENCY: Attorney General, Office of (AGO)
(Continuation)

administration by a Minnesota Indian tribe; and an attempt to expand the rights of
landowners to compensation for changes of access resulting from highway
construction projects.

Challenges

Eminent Domain: Rising to the Challenge. The number of major condemna-
tion actions increase with the increased construction planned and underway in
the metropolitan area. Projects such as the new bridge over the Mississippi on
1-494, the expansions of TH 12 and TH 5, and other such projects through
major commercial areas result in increasingly complex and expensive
acquisitions which require experienced litigators. It is anticipated that
MnDOT’s construction budget will increase by 15% to $500 million in the
next fiscal year which will increase pressure on its property acquisition legal
needs.

Partner with MnDOT to develop redundancy through greater use of MnDOT
personnel in areas of special legal needs such as title research, contract
negotiations and final review, rulemaking, and conducting preliminary
hearings/meetings in eminent domain cases.

Telecommunications and Energy Division
Strategies and Performance

Local Service Competition - represented the department in its efforts to open
the local service market to competitors and set the prices at which the state’s
largest local service provider must make components of its network available
to competitors.

Rate Cases - represented the department in all telephone, gas and electric rate
cases. Most recently, attorneys succeeded in reducing a gas company’s rate
request by $4.9 million through litigation and settlement.

Challenges

The telecommunications industry is experiencing massive changes being
executed primarily by new laws and through litigation. The
Telecommunications and Energy Division will continue to be challenged to

handle the increased caseload generated by industry restructuring efforts.
Changes in state law in 1995 and in federal law in 1996 to promote competi-
tion in local service telephone markets were associated with a dramatic
increase in telephone filings. This increase, illustrated below, is expected to
continue.

Telephone Cases Opened
by Fiscal Year
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The electric utility industry is beginning to look at restructuring to a more
competition-oriented market and regulatory structure. As this process
continues, the division will be challenged to handle the inevitable increase in
litigation associated with major industry restructuring.
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State of Minnesota
2000-2001 Biennial Budget
(Dollars in Thousands)

Agency: ATTORNEY GENERAL
Program: ATTORNEY GENERAL
Activity: GOVERNMENT SERVICES

.Y. 2000 LY.
Budget Activity Summa Actual Actual Budgeted FY F.Y. 2001
udg ctivity i F.Y. 1997 F.Y. 1998 F.Y. 1999 Agency Governor Agency Governor
Base Request Recomm. Base Request Recomm.
EXPENDITURES BY CATEGORY:
STATE OPERATIONS
PERSONAL SERVICES 3.839 4118 5,687 5.294 5.294 5.294 5.358 5.358 5.358
OPERATING EXPENSES 561 457 505 184 184 184 184 184 184
TRANSFERS 0 0 0 (399) (399) (399) (404) (404) (404)
SUBTOTAL STATE OPERATIONS 4.400 4.575 6.092 5.079 5.079 5.079 5.138 5.138 5.138
Total Expenditures 4.400 4,575 6.092 5,079 5.079 5.079 5,138 5.138 5,138
FINANCING BY FUND:
DIRECT APPROPRIATIONS:
GENERAL 4,341 3.999 4.303 3.997 3.997 3.997 4.014 4,014 4.014
STATUTORY APPROPRIATIONS:
GENERAL 15 496 1.433 1.082 1.082 1.082 1.124 1.124 1.124
HOUSING FINANCE AGENCY 44 80 356 0 0 0 0 0 0
Total Financing 4.400 4,575 6.092 5.079 5.079 5.079 5.138 5.138 5.138
FTE BY EMPLOYMENT TYPE:
FULL TIME 735 78.8 83.7 76.2 76.2 76.2 76.2 76.2 76.2
PART-TIME, SEASONAL, LABOR SER 1.4 4.3 5.3 5.3 5.3 5.3 5.3 5.3 5.3
Total Full-Time Equivalent 74.9 83.1 89.0 81.5 81.5 81.5 81.5 81.5 81.5
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BUDGET ACTIVITY:

2000-01 Biennial Budget

Public and Human Resources
PROGRAM: Attorney General, Office of (AGO)
AGENCY: Attorney General, Office of (AGO)

ACTIVITY PROFILE:
Functions:

Litigation to enforce and defend Agency authority
General Counsel Role

Transactions: Real Estate, Contracts and Grants, Bonding
Prevention and Training

STRATEGIES. PERFORMANCE AND CHALLENGES:

Agriculture and Natural Resources Division
Strategies And Performance

Indian law: Advised many state agencies on tribal sovereignty, boundaries,
scope of state enforcement and regulatory coordination. Defended the state in
the Mille Lacs and Fond du Lac treaty disputes; successfully obtained review
of the Mille Lacs 1837 treaty case by the United States Supreme Court (the case
is pending);

Wetlands: Defended the state’s efforts to protect groundwater and habitat from
inappropriate development.

Challenges

Continued emphasis on eco-system based management and sustainable
development has increased the complexity of natural resources management
and the need to coordinate overlapping land use planning responsibilities of the
federal, state and local governments.

Indian tribes have more aggressively asserted their sovereignty. Every area of
state regulation is affected.

Environmental Protection Division
Strategies and Performance

Environmental Review: Provided client advice and litigation defense for
several significant, highly visible disputes, including the proposed Kondirator
metal shredder in the City of Minneapolis, the University of Minnesota steam

plant, Potlatch expansion in Cook County, and animal feedlot expansion.
Environmental Cleanup: Provided legal support to the State Superfund,

Voluntary Investigation and Cleanup (VIC), Landfill Cleanup, Petroleum Tank

Cleanup and Dry Cleaner Facility Cleanup programs. This included negotia-
tion of cleanup settlements, interpretation of applicable state and federal
statutes and rules, cost recovery and other litigation.

“Brownfield” Reclamation: AGO staff played a critical role in the development
of Minnesota’s program to reclaim polluted industrial sites.

Landfill Cleanup: The division’s efforts have saved the state $10 to $20
million by careful review of the state’s reimbursement of landfill-related costs
incurred by responsible parties.

Superfund: Our staff has played a key role at the state and federal level in

protecting the superfund and its goals.
Recovered $3,198,000 from insurance companies to help pay the cost of

cleaning up contaminated landfills.

Challenges

The statutory environmental review process appears to be creating expensive,
redundant review and litigation. The Minnesota Environmental Rights Act and
Minnesota Environmental Policies Act should be reexamined to determine if
they can be better coordinated.

Negotiations with insurance carriers to contribute to landfill cleanup will
increase in the coming biennium as the data base on policyholders is built.
Negotiations with several carriers for global settlements at all sites are
underway.

Education Division
Strategies and Performance

Helped effectively consolidate the multiple policies for employment, student
records, purchasing, leases, risk management, student discipline and many
others arising from merger of three higher education systems.

‘Handled a significant increase in teacher licensing complaints.

Extensive legal research in school desegregation, statewide test security,
diversity policies, campus security and student discipline.

Challenges

The increased use of technology in education raises complex questions
including privacy, intellectual property, academic standards, attendance, and
testing security.

Keeping up with the increasing number of teacher licensing investigations, and
exploring alternative dispute resolution methods.
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BUDGET ACTIVITY: Public and Human Resources
PROGRAM: Attorney General, Office of (AGO)
AGENCY: Attorney General, Office of (AGO)
(Continuation)

Human Services Division
Strategies and Performance
® Medical Assistance: Successfully defended challenges to eligibility and

payment statutes, and the right to recover from third parties.
® Managed Care: Assisted Department of Human Services (DHS) with the

development of a new long-term care payment system.
® Constitutional Challenges: Defended several state statutes intended to

implement welfare reform, and child support enforcement.
B Citizen Calls: Responded to hundreds of citizen calls and letters seeking
assistance on human services programs and employee rights.

Workload Distribution

RTC/MH Child &
27.96%

Managed

Care 9.63%
0, f
0.74% Other DHS
Long Term 2.54%
Care
12.01% Econ. Asst.
22.17%

20.48%

Challenges

B Background checks are being extended to an increasing number of professions.
Appeals from disqualification from employment in licensed facilities are
steady.

B Assist DHS to negotiate contracts to provide comprehensive medical services
to persons who are poor and uninsured, at an affordable cost and with sufficient
accountability for quality care.

Public Utilities Commission

Strategies and Performance

B Successfully defended PUC’s first attempt to attach a dollar value to the
environmental cost of energy production.

® Handled a broad range of developments following the deregulation of the
telecommunications industry, including 70 complex interconnection contracts.
Eight cases, involving 11 contracts, are pending in federal district court. These
actions did not exist prior to the Telecommunications Act of 1996.

Challenges

® The rise in complaints against US West for failing to abide by its interconnec-
tion contracts.

B Restructuring and deregulation of the gas and electricity industries.

BUDGET ISSUES:

This activity provides a wide range of legal services to numerous state agencies.
The AGO focuses on providing efficient, cost-effective advise and solutions. The
office must ensure that it retains flexibility among the funds that are appropriated
or transferred to the office from other agencies so that legal service needs are met.
As competing needs arise the AGO must work with agencies to develop, whenever
possible, strategies which provide appropriate services within budget restrictions.
Some strategies include education/training of agency staff, seeking alternatives to
litigation, such as alternative dispute resolution.
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Agency: ATTORNEY GENERAL
Program: ATTORNEY GENERAL
Activity:

PUBLIC AND HUMAN RESOURCES

State of Minnesota

2000-2001 Biennial Budget

(Dollars in Thousands)

F.Y. 2000 F.Y. 2001
Budaet Activity Summar Actual Actual Budgeted
udget Activi
g ty y F.Y. 1997 F.Y. 1998 F.Y. 1999 Agency Governor Agency Governor
Base Request Recomm. Base Request Recomm.
EXPENDITURES BY CATEGORY:
STATE OPERATIONS
PERSONAL SERVICES 4.486 4.863 6.673 6.892 6.892 6.892 6.999 6.999 6.999
OPERATING EXPENSES 1.251 723 1.052 349 349 349 341 341 341
TRANSFERS 0 0 0 (3.820) (3.820) (3.820) (3.907) (3.907) (3.907)
SUBTOTAL STATE OPERATIONS 5.737 5.586 7.725 3421 3.421 3.421 3.433 3.433 3.433
Total Expenditures 5,737 5.586 7.725 3.421 3.421 3.421 3.433 3.433 3.433
FINANCING BY FUND:
DIRECT APPROPRIATIONS:
GENERAL 4.908 4.933 4,088 671 671 671 586 586 586
SOLID WASTE 383 351 544 460 460 460 470 470 470
STATUTORY APPROPRIATIONS:
GENERAL 226 301 3.093 2,290 2,290 2.290 2377 2,377 2,377
FEDERAL 131 1 0 0 0 0 0 0 0
ENVIRONMENTAL 89 0 0 0 0 0 0 0 0
Total Financing 5.737 5.586 7.725 3.421 3.421 3.421 3.433 3.433 3.433
FTE BY EMPLOYMENT TYPE:
FULL TIME 88.6 100.5 93.9 94.4 94.4 94.4 94.4 94.4 94.4
PART-TIME, SEASONAL, LABOR SER 7.2 9.3 11.5 11.5 11.5 1.5 11.5 115 11.5
Total Full-Time Equivalent 95.8 109.8 1054 105.9 105.9 105.9 105.9 105.9 105.9
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2000-01 Biennial Budget

BUDGET ACTIVITY: Law Enforcement
PROGRAM: Attorney General, Office of (AGO)
AGENCY: Attorney General, Office of (AGO)

ACTIVITY PROFILE:
Functions and Divisions: Criminal and Medicaid Fraud Divisions

B Prosecuting Violent, Gang, Drug, and Complex Crimes Statewide
& Defending Felony Convictions Upon Appeal

® Providing Specialized Investigative Expertise and Training

® Investigating and Prosecuting Medicaid Fraud

STRATEGIES, PERFORMANCE AND CHALLENGES
Strategies and Performance

Murder Convictions
B Obtained murder convictions in 8 cases statewide, in F.Y. 1997-98, including

a conviction of a Gangster Disciple in an Itasca county murder. Provided
prosecutorial help in 12 other difficult murder cases in Hubbard, Kandiyohi,
Cottonwood, Polk, Meeker and Morrison counties during the same time period.

B Successfully handled a growing number of referrals without additional
resources. Murder referrals have grown from 4 in F.Y. 1996, to § in F.Y. 1997,
to 16 in F.Y. 1998.

Gang Prosecutions

B Advised the new Gang Strike Force and successfully prosecuted or assisted in
prosecuting 26 gang-related cases in the past year.

® Cases included narcotics, assault, kidnaping and firearms convictions, as well
as witness tampering and sexual assault for the benefit of a gang.

Drugs .

B Drug prosecutors, operating under the federal Byrne Grant program, opened a
total of 199 drug cases in F.Y. 1997-98. By 10-1-98, 150 convictions had been
obtained; 45 of these files were still pending.

8 Prosecutors successfully targeted a new and dangerous drug threat: clandes-
tinely operated methamphetamine labs.

White Collar A
® Investigated and convicted an insurance agent who swindled 37, mostly elderly,
victims in 25 counties out of $350,000.

B TInvestigated and convicted a defendant for falsely billing more than $80,000 for
environmental cleanup work never performed.

B Assisted U.S. Attorney investigation and prosecution of a Blue Earth rendering
plant’s water pollution, resulting in a $4 million fine, which included $1 million
in restitution for the Blue Earth River.

Weed and Seed

B In 1996, the state of Minnesota funded its own Weed and Seed Initiative--the
first in the country to be state-funded. Thus far, the legislature has funded 13
state Weed and Seed sites, 7 in the metropolitan area and 6 in Greater
Minnesota.

Project Areas

Drug and Alcohol Abuse Prevention - Created in 1987, the Partnership For A
Drug-Free Minnesota encourages Minnesota communities, law enforcement and
schools to participate in drug and alcohol abuse prevention.

The Attorney General has played a prominent role in establishing and promoting

the Minnesota D.A.R.E. program. The Attorney General chairs and staffs the

D.A.R.E. Advisory Council. Some statistics include:

B In 1997, 74,000 Minnesota 5th and 6th graders graduated from the D.A.R.E.
program.

Criminal Appeals

® Convictions were successfully upheld in over 90% of the numerous appeals
handled by the division.

B In 1996 there were 253 appellate matters handled. By 1998, the number rose
to 301.

Medicaid Fraud
@ Recovered over $1.5 million in Medicaid Fraud cases in F.Y. 1998.

Challenges

® Provide prosecutorial assistance to the Minnesota Gang Strike Force. Work
generated by the Task Force --for administrative advice, legal advice to
investigators and criminal prosecution work in state and federal courts --
necessitates assigning additional attorneys.
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BUDGET ACTIVITY: Law Enforcement
PROGRAM: Attorney General, Office of (AGO)
AGENCY: Attorney General, Office of (AGO)
(Continuation)

Court Ordered Recoveries

Medicaid
748,216

Medicare

474.335 Recovered
Costs
70,000

\ Other

249,473

B Provide sufficient prosecutorial assistance, and victim witness help, to handle
steadily increasing homicide referrals.

B Provide sufficient appellate assistance to handle the increasing levels of appeals
and federal habeas corpus challenges.

Functions: Civil Division--Consumer Protection and Market Integrity
# Advocating on Behalf of Citizens and Small Businesses
B Overseeing Charitable Organizations

Growth in Registered Charitable Organizations

7000 - 6330
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Investigating and Litigating Against Unlawful, Anticompetitive Business Practices

STRATEGIES, PERFORMANCE AND CHALLENGES

Enforcement/Mediation

B In F.Y. 1997-98, successfully litigated or settled over 40 law enforcement
actions, obtaining $1.4 million in judgments for the state; $8 million in
restitution for consumers; and injunctive relief that stopped or reformed illegal
business practices. (These figures do NOT include the landmark tobacco
settlement.)

$9.5 Million in Civil Enforcement Recoveries
F.Y. 1997-98

General Fund
(Civil Penalties)

$1,241,080
Restitution General Fund
$8,081,372 (Costs)
$217,400

® Saved residential and small business consumers $1.5 million in their utilities
bills through representation before the Public Utilities Commission or
mediation with utilities companies.

PAGE F-116



2000-01 Biennial Budget

BUDGET ACTIVITY: Law Enforcement
PROGRAM: Attorney General, Office of (AGO)
AGENCY: Attorney General, Office of (AGO)
(Continuation)

Education

B Produced and distributed thousands of brochures and maintained the consumer
website, providing easy access to an array of consumer and charities informa-
tion.

Antitrust Enforcement

8 Distributed approximately $6.3 million to more than 42,000 Minnesota
consumers as a result of price fixing settlements with infant formula manufac-
turers.

® Distributed more than $568,000 to 107 Minnesota school districts following
settlements of school milk bid rigging and market allocation allegations.

Consumer Services

B Recovered over $3.6 million for consumers in F.Y. 1997-98.

B Handled approximately 500 citizen inquiries per day, and prevented economic
loss through the advice given. In F.Y. 1998, the division received almost
11,000 written complaints.

Challenges

Civil Enforcement and Consumer Services

® Handle volume. Continue to handle the very large number of consumer
complaints filed with the AGO in a prompt, appropriate fashion.

Consumer Recoveries in F.Y. 1997-1998

Mortgage
$163,127

Other .
$2,328.496 Credit
$147,302
Housing
"~ $369,569

Automotive
$464,362

-

COmputer
$167,386

B Act as the voice for small consumers in the critical utilities deregulation debates
and bring enforcement actions, as necessary, to ensure that lessened regulation
does not allow new fraudulent practices such as “slamming” and “cramming”
of telephone services to thrive.

® Educate Minnesota consumers and donors and on their rights and responsibili-
ties in today’s dynamic marketplace.

Antitrust

E Continue to protect consumers from the impacts of industry restructuring as
mergers and acquisitions skyrocket.
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Agency: ATTORNEY GENERAL
Program: ATTORNEY GENERAL
Activity: LAW ENFORCEMENT

State of Minnesota
2000-2001 Biennial Budget
(Dollars in Thousands)

Y. 2 LY.
Budget Activity Summar Actual Actual Budgeted F 000 F.Y. 2001
udge ity ¥ F.y. 1997 F.Y. 1998 F.Y. 1999 Agency Governor Agency Governor
Base Request Recomm. Base Request Recomm.
EXPENDITURES BY CATEGORY:
STATE OPERATIONS
PERSONAL SERVICES 7.907 8.759 8.091 8.248 8.248 8.248 8.383 8.383 8.383
OPERATING EXPENSES 2342 3.041 2.937 1.704 1.704 1.704 1.710 1.710 1.710
SUBTOTAL STATE OPERATIONS 10.249 11.800 11.028 9.952 9.952 9.952 10.093 10.093 10.093
LOCAL ASSISTANCE 0 0 1.225 1.225 1.225 1.225 1.225 1.225 1.225
Total Expenditures 10.249 11.800 12.253 11177 11.177 111477 11.318 11.318 11.318
FINANCING BY FUND:
DIRECT APPROPRIATIONS:
GENERAL 7.615 7.846 8.526 8.118 8.118 8.118 8.230 8.230 8.230
STATE GOVERNMENT SPECIAL REVENUE 20 21 21 21 21 21 21 21 21
ENVIRONMENTAL 126 127 132 135 135 135 138 138 138
STATUTORY APPROPRIATIONS: ‘
GENERAL 1.350 1.707 342 0 0 0 0 0 0
SPECIAL REVENUE 5 14 200 47 47 47 47 47 47
FEDERAL 1.033 989 2.347 2,331 2.331 2.331 2.357 2.357 2.357
AGENCY 54 926 607 525 525 525 525 525 525
GIFT 46 170 78 0 0 0 0 ] 0
Total Financing 10.249 11.800 12,253 11177 11,177 11.177 11.318 11.318 11.318
FTE BY EMPLOYMENT TYPE:
FULL TIME 101.2 125.1 123.5 131.4 131.4 1314 131.4 131.4 131.4
PART-TIME, SEASONAL, LABOR SER 9.9 5.8 9.5 11.0 11.0 11.0 11.0 11.0 11.0
OVERTIME PAY 0.1 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Total Full-Time Equivalent 111.2 130.9 133.0 142.4 142.4 142.4 142.4 142.4 142.4
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2000-01 Biennial Budget STRATEGIES AND PERFORMANCE:

BUDGET ACTIVITY: Solicitor General Strategies and Performance:
PROGRAM: Attorney General, Office of (AGO)
AGENCY: Attorney General, Office of (AGO) B Tort Claims Division
In defending the state against tort claims, the Tort Claims Division has had
ACTIVITY PROFILE: great success in limiting the number of lawsuits filed against the state and the
amount of money paid out on those claims. Although approximately 600
Functions and Divisions: claims are filed annually, less than ten percent of those claims result in lawsuits.

B Defense of Tort Claims

® Defense of Employment Claims Savings Achieved by Trt Claims Division F.Y. 1994-98

5.0
Increase in Pending Employment Civil Filings 40 B
F.Y. 1991-97 Y
80 __§ 3.0 .
g m Estimated Value *
i 20 1 Savings

@ Amount Paid

i
F.Y.94 F.Y.95 FY. 96 FY.97 F.Y. 98

* Estimated Value is comparable to the term "reserved amount" used by insurance companies.

1991 1994 1997

2 Employment Law Division

B Construction Litigation and Environmental Compliance
This division handles the defense of state employment cases and legal advice

® Prisoner Litigation and training provided to state agencies. It is very efficient in resolving cases

either through motions for summary judgment or by the use of alternative
& Constitutional Litigation dispute resolution, which has saved the state hundreds of thousands of dollars.
@ Commerce, Gambling and Commercial Litigation ®  Civil Litigation Division

This division handles both the constitutional and prisoner litigation for the
AGO. The division has also enjoyed great success in handling the high volume
of inmate lawsuits, almost all of which are resolved in favor of the state. In
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BUDGET ACTIVITY: Solicitor General
PROGRAM: Attorney General, Office of (AGO)
AGENCY: Attorney General, Office of (AGO)
(Continuation)

addition, division lawyers assigned to the prisoner litigation successfully
defended a growing number of cases challenging the validity of requirements
that inmates complete sex offender and substance abuse treatment.

Construction Litigation Division and Environmental Compliance Division

This division is responsible for the state construction litigation and environmen-
tal compliance legal services. The division helped save the state nearly $7
million in several recent cases brought by contractors seeking over $10 million
in additional compensation on highway construction projects.

Construction Claims/State Dollars Saved
C.Y. 1992-97

120

10.0

| Amount Paid*
8.0

@ Amount

60 Demanded on

$ in millions

4.0

20

0.0 |

1992 1993 1994 1995 1996 1997

*Amount paid, reduced by amount recovered by AGO for defective design and construction.

Commerce, Gambling and Commercial Litigation Division

This division handles the state’s commercial litigation work. In F.Y.1997-98,
the division directly collected more than $4 million for various state agencies
as a result of its litigation and collection efforts. In addition, the division
protected several hundred thousand dollars in state judgments by intervening

in bankruptcy actions to object to the dischargeability of debts owed to the
state. The division also provided extensive legal advice to MCE and other state
agencies to help them improve and expedite their debt collection efforts, and
the division drafted significant revisions to the state’s debt collection statute.

Challenges:

Tort Claims

Recent cases present 2 significant challenges for the division. First, the
Minnesota Supreme Court has recently recognized for the first time a right to
privacy which is enforceable under tort law. Second, recent developments in
constitutional due process law provide state employees a right to a hearing
before they can be denied defense and indemnification in personal injury cases
brought against them. :

Employment Law Claims

Prevention and early recognition of potential employment claims will continue
to be a priority.

Constitutional Litigation

* The AGO will have the major task in the upcoming biennium of continuing the

defense of the NAACP v. State, Xiong v. State, and ISD No. 625 (St. Paul) v.
State challenges to the adequacy of the Minneapolis and St. Paul school
systems. Trials of one or more of the cases may extend into the 2000-01
biennium, and even if they do not, the inevitable appeals will continue for some
time. Any one of those cases alone would be a significant drain on resources.
The combined effect, on top of the other typical constitutional defense work,
will continue to require substantial resources.

Prisoner Litigation
The prison population continues to grow and the Department of Corrections is

constructing a new prison at Rush City to absorb some of that growth, possibly
generating growth in the number of inmate cases.
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BUDGET ACTIVITY: Solicitor General
PROGRAM: Attorney General, Office of (AGO)
AGENCY: Attorney General, Office of (AGO)
(Continuation)

& Construction Litigation

The construction caseload has increased in recent months, reflecting the
increase in state construction projects. With the continued growth in federal
and state construction funding, (federal highway funding will increase 23%
over the next 5 years) the construction caseload is expected to increase.

® Environmental Compliance

The workload in the environmental compliance area has also increased in the
past biennium, and the AGO expects a continued increase for several reasons.
First, litigation involving major state projects has become more frequent, as
evidenced by the litigation involving the proposed St. Croix River bridge and
the Hiawatha Avenue upgrade/light rail projects. Second, client agencies are
more aware of environmental issues and request more legal advice in areas such
as real estate transactions, hazardous waste management, underground tank
management, and wetland protection. Finally, the AGO has devoted more
resources to training and assisting clients in understanding and complying with
new or changing environmental regulations, such as in storm water manage-
ment and wetland areas. This demand for assistance on environmental issues
is expected to continue for the foreseeable future.

®  Commercial Litigation

The AGO expects to face a growing number of bankruptcy issues, as more state
agencies request assistance in dealing with bankruptcy matters.

BUDGET ISSUES:
Legislative action regarding damages in tort and a 25% per year increase in

employment law cases as well as increased prisoner litigation has resulted in
additional need for legal representation.
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Agency: ATTORNEY GENERAL
Program: ATTORNEY GENERAL
Activity: SOLICITOR GENERAL

State of Minnesota
2000-2001 Biennial Budget
(Dollars in Thousands)

F.Y. F.Y. 2
Budaet Activity S Actual Actual Budgeted Y. 2000 001
udget Activity Summary F.Y. 1997 F.Y. 1998 F.Y. 1999 Agency Governor Agency Governor
Base Request Recomm. Base Request Recomm.
EXPENDITURES BY CATEGORY:
STATE OPERATIONS
PERSONAL SERVICES 3.215 3711 5,032 4974 4,974 4,974 5.023 5,023 5.023
OPERATING EXPENSES 520 393 716 247 247 247 247 247 247
TRANSFERS 0 0 0 (123) (123) (123) (126) (126) (126)
SUBTOTAL STATE OPERATIONS 3.735 4.104 5.748 5.098 5.098 5.098 5.144 5.144 5144
Total Expenditures 3.735 4104 5.748 5.098 5.098 5.098 5.144 5.144 5.144
FINANCING BY FUND:
DIRECT APPROPRIATIONS:
GENERAL 3.584 3.868 5575 4.034 4034 4,034 4,500 4.500 4.500
STATUTORY APPROPRIATIONS:
GENERAL 78 132 54 1,064 1.064 1.064 644 644 644
PETROLEUM TANK RELEASE CLEANUP 73 104 119 0 0 0 0 0 0
Total Financing 3.735 4104 5,748 5.098 5.098 5.098 5144 5.144 5.144
FTE BY EMPLOYMENT TYPE:
FULL TIME 67.3 71.0 77.6 76.0 76.0 76.0 76.0 76.0 76.0
PART-TIME, SEASONAL, LABOR SER 1.5 32 45 44 4.4 4.4 44 44 44
Total Full-Time Equivalent 68.8 74.2 82.1 80.4 80.4 80.4 80.4 80.4 80.4
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2000-01 Biennial Budget
BUDGET ACTIVITY: Health and Licensing

PROGRAM: Attorney General, Office of (AGO)
AGENCY: Attorney General, Office of (AGO)

ACTIVITY PROFILE:

Functions:

® Litigation to enforce and defend Agency authority

# General Counsel Role

® Transactions: Real Estate, Contracts and Grants, Bonding
B Prevention and Training

STRATEGIES, PERFORMANCE AND CHALLENGES

Health Division
Strategies and Performance
B Prevent the Spread of Contagious Diseases.

® Fight Fraud So That Needy Mothers and Babies Get Nutritious Food. The
Women, Infants & Children (WIC) program exists so that mothers and their
children are able to purchase nutritious food. The division handled 22 WIC
contested cases during F.Y. 1998, representing a dramatic increase in
enforcement litigation.

B Vigorous Enforcement Protect Seniors in Nursing Homes. Residents of nursing
homes are among the most vulnerable people in our society. Through increased
enforcement actions, Health Division attorneys work to assure that the
perpetrators of this maltreatment may not continue to work in this industry.

Legal Services Provided By Division

Civil Litigation
Client Advice 7%

61%

Enforcement
Action
32%

Challenges

B Advise the department about enforcement of controversial federal regulations
regarding the use of patient restraints in long term care facilities.

B Develop a framework enabling the Commissioner of Health to proactively
identify communicable disease outbreaks as opposed to the current process of
relying solely on reports initiated by others.

B Address security and privacy issues related moving from a paper to an
electronic data system:

- For reporting over 60 communicable diseases; and

- For the transfer, storage, and access to medical records.
Licensing and Investigations Division
Strategies And Performance

Investigations Division:

B Thorough and timely investigations supported dramatic increase in litigation
with providers who refuse to sign a disciplinary orders.
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BUDGET ACTIVITY: Health and Licensing B Litigated an increasing number of temporary suspension matters against health
PROGRAM: Attorney General, Office of (AGO) care providers who present a risk to the public.
AGENCY: Attorney General, Office of (AGO)
(Continuation) m Significantly increased the number of contested cases proceedings resolved

through negotiated settlement.

B Faster Turn Around on Investigative Reports Accomplished with Fewer ® Handled dramatic increase in litigation referrals, as illustrated below, without
Resources. With benchmarking and other efficiencies, the division continues increasing division staffing.
to improve turn-around time for investigation reports. The number of health
board investigators has decreased from 18 in F.Y. 1995 to 14 in F.Y. 1998.
Despite the decreased staffing, the number of referrals for investigations and Litigation Referrals
investigations completed both increased, as illustrated below.

70
AGED CASE STATISTICS
December 1995 # of Cases May 6., 1998 # of Cases
More than 3 years old 4 More than 3 years old 0 3 méC“Vﬁ'
ases
2-3 years old 15 2-3 years old 0 §
o
1-2 years old 61 1-2 years old *8 g o Settled
Cases
*  Ofthe 8 cases, all but one are on hold due to either a pending criminal case or
board request to suspend the investigation.
F.Y. 96 | F.Y. 97 , F.Y. 98
600 -
500
400 Disciplinary proceedings:
v -
[0]
é@ | mRefered B Negotiated legal remedies following emergency investigations of professionals
5 Cases believed to be actively chemically dependent.
2 g Closed
Cases B Represented regulatory boards in hundreds of disciplinary proceedings,
negotiating appropriate stipulations and orders and/or corrective action
agreements.
F.Y. 97 F.Y. 98 B Increased the use of alternative dispute resolution to effectively and economi-

cally resolve disciplinary proceedings against health care professionals.
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BUDGET ACTIVITY: Health and Licensing
PROGRAM: Attorney General, Office of (AGO)
AGENCY: Attorney General, Office of (AGO)
(Continuation) ,

Challenges

® Provide effective, efficient legal assistance to the 13 health boards -- for
administrative advice, legal advice to AGO investigators and board analysts,
and prosecution of contested cases with a reduction in personnel.

® Develop legislation for a non-disciplinary suspension for physically, mentally,
chemically or alcohol impaired health care professionals who have not been the
subject of a complaint alleging patient harm.

BUDGET ISSUES:

This activity provides a wide range of legal services to numerous state agencies.
The AGO focuses on providing efficient, cost-effective advise and solutions.

The office must ensure that it retains flexibility among the funds that are
appropriated or transferred to the office from other agencies so that legal service
needs are met.

As competing needs arise the AGO must work with agencies to develop, whenever
possible, strategies which provide appropriate services within budget restrictions.
Some strategies include education/training of agency staff, seeking alternatives to
litigation, such as alternative dispute resolution.
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Agency: ATTORNEY GENERAL
Program: ATTORNEY GENERAL
Activity: HEALTH & LICENSING

State of Minnesota
2000-2001 Biennial Budget
(Dollars in Thousands)

F.Y. 2000 F.Y. 2001
Budget Activity Summar Actual Actual Budgeted
udget Activity 4 F.Y. 1997 F.Y. 1998 F.Y. 1999 Agency Governor Agency Governor
Base Request Recomm. Base Request Recomm.
EXPENDITURES BY CATEGORY:
STATE OPERATIONS
PERSONAL SERVICES 3.891 3.890 4,871 4,499 4,499 4,499 4,501 4501 4501
OPERATING EXPENSES 519 611 589 524 524 524 524 524 524
TRANSFERS 0 0 0 (1.606) (1.606) (1.606) (1.606) (1.606) (1.606)
SUBTOTAL STATE OPERATIONS 4,410 4.501 5.460 3.417 3.417 3417 3.419 3.419 3.419
Total Expenditures 4.410 4.501 5.460 3.417 3.417 3.417 3.419 3.419 3.419
FINANCING BY FUND:
DIRECT APPROPRIATIONS:
GENERAL 947 1.071 1.299 965 965 965 931 931 931
STATE GOVERNMENT SPECIAL REVENUE 2.903 2.907 3.450 1.692 1.692 1.692 1.696 1.696 1.696
STATUTORY APPROPRIATIONS:
GENERAL 560 523 711 760 760 760 792 792 792
Total Financing 4.410 4.501 5.460 3.417 3.417 3.417 3.419 3.419 3.419
FTE BY EMPLOYMENT TYPE:
FULL TIME 67.9 59.1 63.8 63.0 63.0 63.0 63.0 63.0 63.0
PART-TIME, SEASONAL, LABOR SER 5.3 15.9 10.8 117 117 117 117 117 11.7
OVERTIME PAY 0.1 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Total Full-Time Equivalent 73.3 75.0 74.6 74.7 74.7 74.7 747 74.7 74.7
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BUDGET ACTIVITY: Administration

PROGRAM: Attorney General, Office of (AGO)
AGENCY: Attorney General, Office of (AGO)

ACTIVITY PROFILE:

Administrative Services provides support for the Attorney General’s Office in the
following areas:

General Administrative

Human Resources

Systems

Fiscal Services (budget, accounting, purchasing)
Library

Docketing/Timekeeping

Communications

STRATEGIES AND PERFORMANCE AND CHALLENGES

Administration: Administrative staff are responsible for strategic planning,
developing and implementing policies and procedures, personnel transactions,
upgrading and maintaining: the AGO systems network, communications,
budget, accounting, purchasing, providing the services of a comprehensive law
library, and a docketing/timekeeping system that provides reports and billing
information for partner agencies and all clients the AGO serves.

Administrative Services: Provides overall administrative support to the AGO.
An increasing role of this program is the provision of systems-related support.
Recently the office began operating on 1 system. This upgrade has brought
the office together so that documents, research, etc., can be shared. However,
it has resulted in a need to maintain the system as effectively and efficiently
as possible. Consequently, the AGO seeks “maintenance initiatives” as well
as “new initiatives” in the systems area. These are outlined in the plan that
was submitted to the Office of Technology.

BUDGET ISSUES:

This small division provides support for a complex public law office. Staff
use funding resources efficiently to provide effective support.

One area which will require additional support is the AGO systems effort.
This is necessary to keep pace with accelerating demands on our systems and
system staff. New legislation and litigation place greater demands on AGO
technology to support complex litigation, provide information and links to
other information resources. The AGO cannot hope to serve its clients or
litigate against high-powered opponents without significant investments in
replacement hardware and software.

The Attorney General’s Office has submitted its information technology
request to the Office of Technology for review.
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State of Minnesota

2000-2001 Biennial Budget

(Doliars in Thousands)

Agency: ATTORNEY GENERAL
Program: ATTORNEY GENERAL
Activity: ADMINISTRATION
F.Y. 2000 LY.
Budget Activity Summar Actual Actual Budgeted 20 F.Y. 2001
9 Y F.Y. 1997 F.Y. 1998 F.Y. 1999 Agency Governor Agency Governor
Base Request Recomm. Base Request Recomm.
EXPENDITURES BY CATEGORY:
STATE OPERATIONS
PERSONAL SERVICES 2,633 2.969 3.461 2512 2.629 3.003 2.640 2.757 3.638
OPERATING EXPENSES 2,384 2,231 3.495 4,492 5.366 4,547 4274 5.069 4,368
SUBTOTAL STATE OPERATIONS 5.017 5.200 6.956 7.004 7.995 7.550 6.914 7.826 8.006
Total Expenditures 5.017 5.200 6.956 7.004 7.995 7.550 6.914 7.826 8.006
CHANGE ITEMS: _FUND.
(B) INFORMATION TECHNOLOGY REQUEST GEN 991 912
(B) CASE LOAD INCREASE GEN 491 998
(B) NON-SALARY INFLATION GEN 55 94
Total Change ltems 991 546 912 1.092
FINANCING BY FUND:
DIRECT APPROPRIATIONS:
GENERAL 4573 4,876 6.500 6.769 7.760 7.315 6.679 7.591 7.771
STATUTORY APPROPRIATIONS:
GENERAL 309 78 243 10 10 10 10 10 10
SPECIAL REVENUE 68 177 188 225 225 225 225 225 225
FEDERAL 15 0 0 0 0 0 0 0 0
GIFT 52 69 25 0 0 0 0 0 0
Total Financing 5.017 5.200 6.956 7.004 7.995 7.550 6.914 7.826 8.006
FTE BY EMPLOYMENT TYPE: ,
FULL TIME 42.6 53.0 47.0 34.1 36.1 34.1 34.1 36.1 341
PART-TIME, SEASONAL, LABOR SER 4.3 6.0 8.0 5.3 5.3 5.3 5.3 5.3 5.3
OVERTIME PAY 0.2 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Total Full-Time Equivalent 47.1 59.0 55.0 39.4 41.4 39.4 39.4 41.4 39.4
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F.Y. 2000-2001 Information Technology New Funding

AGENCY: ATTORNEY GENERAL
PROGRAM: ATTORNEY GENERAL
ACTIVITY: ADMINISTRATION

IT Change ltem: INFORMATION TECHNOLOGY REQUEST

ITEM DESCRIPTION AND PURPOSE:

The AGO's Information Technology Budget Request is divided into two
categories. Maintenance initiatives are necessary to preserve the status quo in
the office while upgrading the capacity to perform current functions more
efficiently. New initiatives will provide significant new capabilities that will greatly
improve office efficiency and productivity. Implementation of the initiatives will
permit the AGO to serve our agency clients and the state's taxpayers in a more
cost-effective way and to help ensure the highest quality representation.

RATIONALE:

Maintenance Initiatives: Hardware and software life cycle replacements allow the
AGO to stay current with technology enhancements. The increased capacity and
speed of new technology will allow us to accommodate the growing demands of
our clients and their own new applications. The addition of new systems staff will
help staff become proactive versus reactive. Funding for disaster recovery will
help ensure that our critical information is not lost or destroyed. Funding for
remote access will help increase productivity and efficiency.

New Initiatives: Automated litigation support is one of the most important
efficiency drivers in law practice. Using technology to track and recall documentis
is vastly transforming traditional litigation. This increased technology will allow
the AGO to accept and prosecute more cases. Indexing and imaging documents
will allow faster retrieval of documents and allow for quicker response to
consumers. Expanding remote access capabilities will increase staff productivity
and improve client service.

FUNDING:
2000-01 Biennium 2002-03 Biennium 2004-05 Biennium
Funding Distribution I=5656 T Fv 2001 | FY 2002 | FY 2003 | FY 2004 | FY 2005
Facilities 0 0 0 0 0 0
Grants 0 0 0 0 0 0
Hardware 474 432 342 308 342 308
Personnel 117 117 117 117 117 117
Services 267 224 216 220 223 226
Software 106 129 1 115 11 115
Supplies 0 0 0 0 0 0
Training 27 10 27 10 27 10
Total 991 912 713 770 720 776

Current funding of approximately $276,000 (excluding salary and fringe benefits
costs of current systems staff) exists for hardware and software, maintenance
agreements, ficensing requirements, supplies, line connection fees and system
enhancements. This request consists of maintenance initiatives for $1,316,462
and new initiatives for $587,055. The maintenance initiatives consist of five
components: life cycle replacement of hardware, software upgrades, addition of
systems staff, disaster recovery and remote systems managment. The new
initiatives conw<ist of four components: automated litigation support, imaging for
consumer : se and citizen mail, remote access to AGO and voice recognition.

LIFE CYCLE ANALYSIS:
2000-01 Biennium 2002-03 Biennium 2004-05 Biennium
Life Cycle Status FY 2000 | FY 2001 | FY 2002 | FY 2003 | FY 2004 | FY 2005
Development X X X
Operations X X X X X X
Modification X X
Retirement X X X X X X

The AGO has adopted the industry standard of a 3-year cycle for replacement of
hardware and the retirement of the equipment. The litigation support project will
be in the development stages for F.Y: 2000 and 2001 as a pilot project. After
analyzing this pilot project, the AGO will develop a needs-anlaysis to determine
whether the AGO should move to an enterprise-wide solution for a litigation
support solution. Modifications will be performed as deemed appropriate.
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F.Y. 2000-2001 Information Technology New Funding

AGENCY: ATTORNEY GENERAL
IT Change Item:  Information Technology Request
(Continuation)

OFFICE OF TECHNOLOGY ANALYSIS:

The Office is well-positioned to continue hardware and software upgrades and
migration. The office-wide information resource plan is comprehensive and
well-structured. The Office is focusing on establishing a legal knowledge
database and improving staff productivity in order to remain competitive with
private law firms.

OT Master Plan: Goal 2-Efficient and effective government, Goal 5-improved
quality of life. This project would maintain and upgrade system capacity, new
capabilities will improve efficiency while serving their clients needs.
Recommendation: Continue implementation of strategic plan. OT supports this
project.

GOVERNOR'S RECOMMENDATION:

The Governor makes no recommendation regarding the specific initiative put
forward by the Office of the Attorney General.
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AGENCY: State Board of Investment (SBI)
MISSION:

The statutory mission of the State Board of Investment (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.
Sec 11A.01).

AGENCY DESCRIPTION:

The board is comprised of the Governor, State Treasurer, State Auditor, Secretary
of State and Attorney General. They provide investment management for the:

Basic Retirement Funds

Post Retirement Fund
Supplemental Investment Fund
Permanent School Fund
Environmental Trust Fund
Assigned Risk Plan

The board retains an executive director, and investment managers to execute its
policies. In performing its duties, the board is assisted by the Investment Advisory
Council, which is composed of 17 persons with investment and retirement fund
expertise.

KEY SERVICE STRATEGIES:

To accomplish its mission SBI:

® Recommends strategic planning alternatives to the board and council.

# Establishes and periodically update the investment objectives, asset allocation
and investment management structure for each fund.

® Monitors and evaluates investment performance to ensure investment
objectives are met.

B Assesses developments in the broad financial markets and evaluate their
potential impact on SBI operations and policies.

B Communicates its investment policies to clients and constituents.

B Reviews prospective investment vehicles for legislative consideration.

SBI’s clients:

#@ Primary clients are the current and retired members of the 3 statewide
retirement systems (PERA, TRA, and MSRS).

B Cash accounts are managed for the State Treasurer and the Department of
Finance.

INVESTMENTS:

Investment activity is divided into 2 major areas: externally managed and
internally managed funds. Each concentration requires different strategies and
investment vehicles.

Externally managed funds. Approximately 84% of total assets are under external
management.

Basic Retirement Funds

B Function in a fiduciary capacity, investing pension contributions to provide
sufficient funds to finance promised benefits at retirement.

B [nvest contributions of public employees and employers during the employees’
years of public service.

B Serve approximately 256,000 public employees in 8 statewide retirement funds.

Post Retirement Fund

& 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.

® The SBI must ensure that assets transferred to the Post Retirement Fund
generate sufficient returns to maintain promised benefits and to generate
additional returns that will provide benefit increases to retired public employ-
ees.

# Contains the assets of over 82,000 retired public employees covered by the 9
statewide retirement plans.

Supplemental Investment Fund:

8 Multi-purpose investment program that offers a range of investment options to
state and local employees.

& Serves wide range of participants and investment goals.
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AGENCY: State Board of Investment (SBI)
(Continuation)

Assigned Risk Plan

B Administered by the Department of Commerce to provide workers compensa-
tion insurance to companies unable to obtain private insurance.

B The goal is to match the projected liability stream while maintaining adequate
liquidity.

Internally managed funds. The SBI directly invests about 16% of total assets.

Permanent School Fund

® Trust fund created by the State Constitution and designated as a long-term
source of revenue for public schools.

® Income generated by the Permanent School Fund’s assets is used to offset state
school aid payments.

® Growth in fund assets has been difficult to achieve without seriously reducing
current spendable income and exposing the spendable income stream to
unacceptable volatility.

B Effective with F.Y. 1998 the Permanent School Fund is invested in a balanced
portfolio of common stocks and bonds which provide the potential for
significant capital appreciation, while bonds provide portfolio diversification
and a more stable stream of current income.

Environmental Trust Fund

® Created by the State Constitution and designed to be a long-term source of

revenue for funding environmental projects.

8 The Fund’s investment objectives are driven by the desire to generate current
income which is used to finance a variety of projects proposed by the
Legislative Commission on Minnesota Resources (LCMR).

® Currently the Environmental Trust Fund is invested in a balanced portfolio of
fixed income securities and common stocks.

State Cash Accounts

B Represent the cash balances in more than 400 individual accounts that flow
through the Minnesota State Treasury.

® These accounts range in size from $5,000 to over $400 million, and are

invested by SBI staff through 2 commingled short-term investment pools.

B The objectives of these pooled funds are to preserve capital, to 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.

ORGANIZATION/PROGRAM STRUCTURE:

OFFICE OF THE EXECUTIVE DIRECTOR 2.0 fte
| Support Services 3.5 fte
| Administrative Services 6.0 fte

Cash Management 2.0 fte
|___Internal Managed Portfolios 2.5 fte

| Public Programs & Non-Retirement Trust Funds ~ 2.75 fte
| Externally Managed Retirement Trust Funds 4.0 fte

| Alternative Assets 2.0 fte
Total FTE: 24.75

PERFORMANCE SUMMARY:

Statutes establish investment goals for the Basic and Post Retirement funds. In
addition, the board has set more exacting standards for investment returns. The
following pages demonstrate that long-term performance has generally exceeded
both statutory requirements and the board’s investment performance targets at the
total fund level. Returns shown on the following pages are presented net of
management fees and investment expenses.

PAGE F-133



2000-01 Biennial Budget

AGENCY: State Board of Investment (SBI)
(Continuation)
Summary of Investment Funds
Period Ending June 30. 1998
Annualized Annualized
6-30-98 1 Year 3 Years 5 Years
Millions (%) (%) (%)

Basic Funds: $18,859 222 209 159

Market composite 20.1 19.8 155
Post Fund: $17,031 19.4 19.1 149

Market composite 17.6 17.7 142
Benefit increase 10.1 82 6.9
Supplemental Fund:
Income Share $575 21.7 20.2 16.0

Composite 212 19.7 15.5
Growth Share $278 31.2 28.4 213

Composite 289 27.7 21.1
International Share $25 1.1 11.8 8.6

EAFE Index -1.1 8.3 6.0
Common Stock Index $212 294 28.2 21.8

Wilshire 5000 289 28.1 21.5
Bond Market $35 11.0 8.5 72

Lehman Aggregate 10.5 79 6.9
Money Market $47 5.8 5.7 52

91 Day T-Bills 53 53 49
Fixed Interest $75 6.5 6.6 6.7
Assigned Risk Plan $694 133 12.6 104

Market Composite 12.4 11.5 9.6
State Cash Accounts
Treasurer’s Pool $5,921 59 57 52
Trust Pool $53 5.8 5.7 53

91 day T-bill 53 5.3 49
Permanent School $500 17.8 10.4 8.3
Market composite 16.9 9.9 8.1
Environmental Trust Fund $236 212 19.0 14.9
Composite 202 18.7 14.7

Basic Retirement Funds
Market Value 6-30-98: $18.859 Billion

Period Ending 6-30-98

Annualized Annualized

1 Year 3 Years S Years

(%) (%) (%)

Basic Funds 222 20.9 15.9
Comparisons:

Market Composite 20.1 19.8 15.5

TUCS Median Fund 17.9 18.5 14.8

Inflation (CPI) 1.7 22 2.5

Actuarial Assumption 8.5 8.5 8.5

The Basic Retirement Funds contain the assets of active employees in the 3
statewide retirement systems: MSRS, PERA, and TRA. The long-term asset
allocation of the portfolio on 6-30-98 was 60% stocks, 24% bonds, 1% cash and
15% alternative assets (real estate, venture capital and resource funds).

For F.Y. 1998, the basic funds exceeded their market composite index by 2.1%
points and surpassed the median fund in the Trust Universe Comparison Service
(TUCS) by 4.3% points.

Performance over the longer term has been favorable as well. Over the latest 5
year period, the basic funds have exceeded their market index composite by nearly
0.4% points annualized, and the median fund by approximately 1.1% points. The
basic funds continue to keep well ahead of the inflation rate and have surpassed the
actuarially assumed rate of return.

Post Retirement Funds
Period Ending 6-30-98

Annualized Annualized

1 Year 3 Years 5 Years

(%) (%) (%)

Post Funds 19.4 19.1 149
Comparisons: .

Market Composite 17.6 17.7 14.2

Inflation (CPI) 1.7 2.2 2.5

Actuarial Assumption 6.0 5.0 5.0

Benefit increase 10.1 82 6.9
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AGENCY: State Board of Investment (SBI)
(Continuation)

The Post Retirement Investment Funds contain the assets of retired employees in
the 3 statewide retirement plans: MSRS, PERA, and TRA. The long-term asset
allocation of the portfolio on 6-30-98 was 65% stocks, 27% bonds, 5% alternative
assets and 3% cash.

Since F.Y. 1993, the statutory formula has been based on total return and actual
market value of the portfolio. The new formula has 2 components:

®  An inflation adjustment which will provide 100% of the CPI, capped at 2.5%.
(Between 1993 and 1997 the CPI was capped at 3.5%. This was changed in
1998 to 2.5%). This will be provided regardless of investment performance.

B An investment adjustment which will be based on Post Fund returns over a 5
year period. This will be provided only if the fund generates returns above the
actuarial assumed rate of 6% and the cumulative value of all inflation based
adjustments previously granted. (Prior to 1998 the actuarial assumed rate was
5%.)

The formula changes, which were sought by the retirement systems and enacted by
the 1992 and 1997 legislatures, have allowed the Post Fund to increase its exposure
to stocks and should increase the long-term growth potential of its assets. Benefit
increases granted since 1993 have surpassed inflation by significant amounts.

Supplemental Investment Fund

Period Ending 6-30-98

Annualized Annualized

Market Value 1 Year 3 Years 5 Years
6-30-98 (%) (%) (%)
Supplemental Fund:
Income Share Account $575 M 21.7 202 16.0
TUCS Median Fund 17.9 18.5 14.8
Growth Share Account $278 M 312 28.6 213
TUCS Median Stock Pool 259 272 21.2
Common Stock Index Account $212M 294 282 21.8
Wilshire 5000 Stock Index 289 28.1 21.5
International Share Account $14 M 1.1 11.8 8.6
EAFE Index -1.1 8.3 6.0
Bond Market Account $35M 11.0 8.5 72
Lehman Aggregate 10.5 79 6.9
Money Market Account $47M 5.8 5.7 52
91 Day Treasury Bills 53 53 49
Fixed Interest Account $75M 6.5 6.6 6.7

The Supplemental Investment Fund is an investment vehicle available to a wide
range of state and local public employee groups for retirement related purposes.
The largest participants in the fund are the Deferred Compensation Plan and the
Unclassified Employees Retirement Plan.

Overall, F.Y. 1998 was a strong year for the fund. All investment accounts
exceeded their performance targets for the year. Over the last 3 and 5 year periods,
all accounts in the Supplemental Investment Fund have met or exceeded their
targets. The Fixed Interest Account utilizes investments in guaranteed investment
contracts (GIC’s) available through insurance companies and banks.

Permanent School Trust Fund
Market Value on 6-30-98: $500 Million

Period Ending 6-30-98

Annualized Annualized
1 Year 3 Years 5 Years
(%) (%) (%)
Permanent School 17.8 10.4 8.3
Market Composite 16.9 9.9 8.1
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AGENCY: State Board of Investment (SBI)
(Continuation)

The Permanent School Trust Fund is a trust established for the benefit of Minnesota
public schools. Income from the Trust is used to offset state expenditures for
school aid payments. The investment objective of the Permanent School Fund is
to produce a growing level of spendable income, within the constraints of
maintaining adequate portfolio quality and liquidity.

Beginning in F.Y. 1998 the Permanent School Fund was invested in a balanced
portfolio of common stocks and bonds. Common stocks provide the potential for
significant capital appreciation, while bonds provide portfolio diversification and
a more stable stream of current income. Prior to F.Y. 1998, the Fund was invested

“entirely in fixed income securities in order to maximize current income. It is
expected that the change in asset mix will reduce portfolio income in the short-
term, but overtime will enhance the value of the fund.

Environmental Trust Fund
Market Value on 6-30-98: $236 Million

Period Ending 6-30-98
Annualized Annualized

1 Year 3 Years 5 Years
(%) (%) (%)
Environmental Trust Fund 212 19.0 14.9
Composite 202 18.7 14.7

The Environmental Trust Fund supplements traditional sources of funding for
environmental and natural resource activity. The Trust will continue to receive a
portion of the net lottery proceeds until 2001. Currently, the asset mix of the Trust
is targeted at 50% common stocks and 50% fixed income to provide for long-term
growth.

Assigned Risk Plan
Market Value on 6-30-98: $694 Million

Period Ending 6-30-98

Annualized  Annualized

1 Year 3 Years 3 Years
(%) (%) (%)
Assigned Risk Plan $694 13.3 12.6 10.4
Market composite 12.4 11.5 9.6

The Minnesota Assigned Risk Plan is the insurer of last resort for Minnesota
companies seeking workers’ compensation insurance. The plan is administered by
the Department of Commerce. Investment management responsibility for the
assets of the plan was transferred to the SBI by the legislature in May 1991.

The investment goals of the plan are to match the projected liability/payment
stream and to provide sufficient liquidity/cash for payment of claims and operating
expenses. Due to the relatively short duration of the liability stream, the asset mix
of the plan was 20% stocks and 80% bonds during F.Y. 1998. This allocation is
reviewed annually upon receipt of new actuarial valuations and will be changed to
reflect changes in plan liabilities.

State Cash Accounts
Market Value on 6-30-98: $5,974 Million

Period Ending 6-30-98

Annualized Annualized
1 Year 3 Years S Years
(%) (%) (%)
Treasurer’s Pool $5,921 59 5.7 52
Trust Pool $53 5.8 5.7 53
91 day T-bill 53 5.3 4.9

The SBI invests the cash balances in more than 400 separate accounts in the
Minnesota State Treasury. These accounts range in size from $5,000 to over $400
million. Most are invested through 2 pooled funds. The Trust Fund Pool holds
cash balances of retirement related accounts managed internally and cash balances
in the Permanent School Fund. The Treasurer’s Cash Pool holds the cash balances
of special or dedicated accounts necessary for the operation of certain state
agencies and the balances of the Invested Treasurer’s Cash. All state cash accounts
are managed by the SBI investment staff.
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AGENCY: State Board of Investment (SBI)
(Continuation)

EXPLANATION OF AGENCY’S BUDGET PLAN:

By statute, the SBI bills the statewide retirement funds and non-general fund cash
accounts for approximately 90% of its General Fund appropriation. These receipts
are deposited in the general fund as non-dedicated revenue. The General Fund
appropriation not recovered by the bill-back provision represents that portion of the
SBI’s budget associated with the investment of general fund Invested Treasurer’s
Cash Fund.

GOVERNOR’S RECOMMENDATION(S):

The Governor recommends the agency’s base budget.
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Agency: INVESTMENT BOARD

State of Minnesota

2000-2001 Biennial Budget

(Dollars in Thousands)

Biennial Change
Y. 20 Y.
Agency Summa Actual Actual Budgeted F 0o F.Y. 2001 2000-01 Gov / 1998-99
gency ry F.Y.1997 | F.Y.1998 [ F.Y.1999 Governor Governor
Base Recomm. Base Recomm. Dollars Percent
EXPENDITURES BY PROGRAM:
INVESTMENT OF FUNDS 2,126 2,072 2,338 2,310 2,310 2,376 2,376 276 6.3%
REFUNDS/RETIRE FUNDS 41,837 48,748 46,220 46,085 46,085 46,085 46,085 (2,798) -2.9%
Total Expenditures 43,963 50,820 48,558 48,395 48,395 48,461 48,461 | (2,522) -2.5%
FINANCING BY FUND:
DIRECT APPROPRIATIONS:
GENERAL 2,126 2,072 2,338 2,310 2,310 2,376 2,376
OPEN APPROPRIATIONS:
SUPPLMNTL INVEST INVEST INDEX 8 9 5 5 5 5 5
SUPPLEMENTAL INVEST SUPPL BOND 2 2 5 5 5 5 5
SUPPLEMENTAL INVEST INVEST GIC 91 102 50 50 50 50 50
SUPPLMNTL INVEST MONEYMARKET 3 2 50 50 50 50 50
SUPPLEMENTAL INVESTMENT INCOME 27 26 100 100 100 100 100
SUPPLEMENTAL INVESTMENT GROWTH 11 12 100 100 100 100 100
POST RETIREMENT INVESTMENT 808 785 1,500 1,500 1,500 1,500 1,500
INVEST EXT MONEY MANAGERS#1 7,271 8,323 10,000 10,000 10,000 10,000 10,000
INVEST EXT MONEY MANAGERS #2 33,615 39,486 34,400 34,265 34,265 34,265 34,265
SUPPLEMENTAL INTL EQUITY 1 1 10 10 10 10 10
Total Financing 43,963 50,820 48,558 48,395 48,395 48,461 48,461
FTE BY EMPLOYMENT TYPE:
FULL TIME 23.3 22.8 22.8 228 22.8 22.8 228
PART-TIME, SEASONAL, LABOR SER 0.8 0.9 0.9 0.9 0.9 0.9 0.9
Total Full-Time Equivalent 24.1 23.7 23.7 23.7 23.7 23.7 23.7
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2000-01 Biennial Budget
Agency Budget Brief
($ in thousands)

Agency: State Board of Investment Fund: General

E.Y. 2000 EY. 2001 Biennium

BASE-YEAR (F.Y. 1999)

Appropriations (F.Y. 1999) $2,247 $2,247 $4,494

BASE ADJUSTMENT

2000-01 salary & benefit base 51 104 155

Non-salary operating inflation 12 25 37

BASE LEVEL (for 2000 and 2001) 2,310 2,376 4,686
GOVERNOR’S RECOMMENDATION $2,310 $2,376 $4,686

Brief Explanation of Budget Decision:

B The agency expects that it can continue to deliver the same level of investment
services to the state within the base level appropriation plus an adjustment for
inflation.

B As reflected in the Revenue Summary section below, the net impact on the
General Fund of providing an inflationary adjustment to-the Board of
Investment is very marginal. With over $43 billion in assets under manage-
ment, even a minor impairment of the Board’s ability to maximize returns due
to insufficient staff or other resources could have significant impact on state
operating and retirement funds from a cost/benefit perspective.

Revenue Summary:

By statute, the State Board of Investment bills the statewide retirement funds and
non-General Fund cash accounts for the indirect costs incurred by the General Fund
to invest those other assets. The assessment, deposited in the General Fund as non-
dedicated receipts, amounts to approximately 90% of the General Fund annual
operating appropriation to the Investment Board, which implies a 10% net impact
to the General Fund for any change in appropriations.

Base level appropriations $2,310  $2,035,000 $2,038,000 $2,376
Assessment revenues from non-General Funds  $2.079  $1.832.000 $1.834.000 $2.138

Net General Fund expenditure for operations $231 $203,000 $204,000 $238

GOVERNOR’S RECOMMENDATION(S):

The Governor recommends the agency’s base budget.
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Agency: INVESTMENT BOARD
Program: INVESTMENT OF FUNDS
Activity:  INVESTMENT OF FUNDS

State of Minnesota

2000-2001 Biennial Budget

(Dollars in Thousands)

F.Y. 2000 F.Y. 2001 Biennial Change
Budaet Activity Summa Actual Actual Budgeted 2000-01 Gov / 1998-99
udget Activity Summary F.Y.1997 | F.Y.1998 | F.Y.1999 Governor Governor
Base Recomm. Base Recomm. Dollars Percent
EXPENDITURES BY CATEGORY:
STATE OPERATIONS
PERSONAL SERVICES 1,590 1,668 1,747 1,788 1,788 1,841 1,841 214 6.3%
OPERATING EXPENSES | 536 404 591 522 522 535 535 | 62 6.2%
SUBTOTAL STATE OPERATIONS 2,126 2,072 2,338 2,310 2,310 2,376 2,376 276 6.3%
Total Expenditures 2,126 2,072 2,338 2,310 2,310 2,376 2,376 276 6.3%
FINANCING BY FUND:
DIRECT APPROPRIATIONS:
GENERAL 2,126 2,072 2,338 2,310 2,310 2,376 2,376
Total Financing 2,126 2,072 2,338 2,310 2,310 2,376 2,376
REVENUE COLLECTED:
NONDEDICATED
GENERAL 2,159 1,953 0 0 0 0 0
Total Revenues Collected 2,159 1,953 0 0 0 0 0
FTE BY EMPLOYMENT TYPE:
FULL TIME 233 22.8 22.8 22.8 22.8 22.8 22.8
PART-TIME, SEASONAL, LABOR SER 0.8 0.9 0.9 0.9 0.9 0.9 0.9
Total Full-Time Equivalent 24.1 23.7 23.7 23.7 23.7 23.7 23.7
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Agency: INVESTMENT BOARD

State of Minnesota
2000-2001 Biennial Budget
(Dollars in Thousands)

Biennial Change
s ‘A Revenu Actual Actual Budgeted F.Y. 2000 F.Y. 2001 2000-01 Gov / 1998-99
ummary of Agency Revenues F.Y. 1997 F.Y. 1998 F.Y. 1999 Governor Governor
Forecast Recomm. Forecast Recomm. Dollars Percent
NON-DEDICATED REVENUE:
OTHER REVENUES:
GENERAL 2,159 1.953 0 0 0 0 0 (1.953) -100.0%
SUPPLMNTL INVEST INVEST INDEX 384 619 5 5 5 5 5 (614) -98.4%
SUPPLEMENTAL INVEST SUPPL BOND 1.152 177 5 5 5 5 5 (172) -94.5%
SUPPLEMENTAL INVEST INVEST GIC 3.544 2.397 50 50 50 50 50 (2.347) -95.9%
SUPPLMNTL INVEST MONEYMARKET 3.341 7.125 50 50 50 50 50 (7.075) -98.6%
SUPPLEMENTAL INVESTMENT INCOME 2,582 1.363 100 100 100 100 100 (1.263) -86.3%
SUPPLEMENTAL INVESTMENT GROWTH 995 614 100 100 100 100 100 (514) -72.0%
POST RETIREMENT INVESTMENT 994,825 1.230.243 1.500 1.500 1.500 1.500 1.500 (1.228.743) -99.8%
INVEST EXT MONEY MANAGERS#1 7.010 8.966 10.000 10.000 10.000 10.000 10.000 1.034 5.5%
INVEST EXT MONEY MANAGERS #2 31.759 36.653 33.400 33.400 33.400 33.400 33.400 (3.253) -4.6%
SUPPLEMENTAL INTL EQUITY 107 658 100 100 100 100 100 (558) -73.6%
Total Non-Dedicated Receipts 1.047.858 1.290.768 45310 45,310 45,310 45310 45310 (1.245.458) -93.2%
ﬁgency Total Revenues 1.047.858 1.290.768 45.310 45,310 45310 45,310 45,310 -93.2% ]
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State of Minnesota

2000-2001 Biennial Budget

(Dollars in Thousands)

Agency: INVESTMENT BOARD
Program: REFUNDS/RETIRE FUNDS
Activity: REFUNDS/RETIRE FUNDS
F.Y. 2000 F.Y. 2001 Biennial Change
Budget Activity Summa Actual Actual Budgeted 2000-01 Gov / 1998-99
g v ry F.Y. 1997 F.Y. 1998 F.Y. 1999 Governor Governor
Base Recomm. Base Recomm. Dollars Percent

EXPENDITURES BY CATEGORY:
STATE OPERATIONS

OPERATING EXPENSES 951 939 1,820 1,820 1,820 1,820 1,820 881 31.9%

SUBTOTAL STATE OPERATIONS 951 939 1,820 1,820 1,820 1,820 1,820 881 31.9%

Total Expenditures 951 939 1,820 1,820 1,820 1,820 1,820 881 31.9%
FINANCING BY FUND:
OPEN APPROPRIATIONS:

SUPPLMNTL INVEST INVEST INDEX 8 9 5 5 5 5 5

SUPPLEMENTAL INVEST SUPPL BOND | 2 | 2 5 | 5 5 | 5 5

SUPPLEMENTAL INVEST INVEST GIC | o1 | 102 50 | 50 50 | 50 50

SUPPLMNTL INVEST MONEYMARKET | 3| 2 50 | 50 50 | 50 50

SUPPLEMENTAL INVESTMENT INCOME | 27 | 26 100 | 100 100 | 100 100

SUPPLEMENTAL INVESTMENT GROWTH | 11 | 12 100 | 100 100 | 100 100

POST RETIREMENT INVESTMENT | 808 | 785 1,500 | 1,500 1,500 | 1,500 1,500

SUPPLEMENTAL INTL EQUITY | 1| 1 10 | 10 10 | 10 10
Total Financing 951 939 1,820 1,820 1,820 1,820 1,820
REVENUE COLLECTED:
NONDEDICATED

SUPPLMNTL INVEST INVEST INDEX 384 619 5 5 5 5 5

SUPPLEMENTAL INVEST SUPPL BOND 1,152 177 5 5 5 5 5

SUPPLEMENTAL INVEST INVEST GIC 3,544 2,397 50 50 50 50 50

SUPPLMNTL INVEST MONEYMARKET 3,341 7,125 50 50 50 50 50

SUPPLEMENTAL INVESTMENT INCOME 2,582 1,363 100 100 100 100 100

SUPPLEMENTAL INVESTMENT GROWTH 995 614 100 100 100 100 100

POST RETIREMENT INVESTMENT 994,825 1,230,243 1,500 1,500 1,500 1,500 1,500

INVEST EXT MONEY MANAGERS#1 7,010 0 0 0 0 0 0

INVEST EXT MONEY MANAGERS #2 31,759 0 0 0 0 0 0

SUPPLEMENTAL INTL EQUITY 107 658 100 100 100 100 100
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State of Minnesota
2000-2001 Biennial Budget
(Dollars in Thousands)

Agency: INVESTMENT BOARD
Program: REFUNDS/RETIRE FUNDS
Activity: REFUNDS/RETIRE FUNDS

F.Y. 2000 F.Y. 2001
Budaet Activity Summa Actual Actual Budgeted
udget Activity Summary F.Y. 1997 F.Y. 1998 F.Y. 1999 Governor Governor
Base Recomm. Base Recomm.
Total Revenues Collected 1,045,699 1,243,196 1,910 1,910 1,910 1,910 1,910
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Agency: INVESTMENT BOARD
Program: REFUNDS/RETIRE FUNDS

State of Minnesota
2000-2001 Biennial Budget
(Dollars in Thousands)

Activity: EXTERNAL MONEY MANAGERS
E.Y. 200 Y. Biennial Change
B udaet Activity Summar Actual Actual | Budgeted 0 F.Y. 2001 2000.01 Gov | 1995.59
9 Y y F.Y.1997 | F.y.1998 | F.Y.1999 Governor Governor
Base Recomm. Base Recomm. Dollars Percent
EXPENDITURES BY CATEGORY:
STATE OPERATIONS
OPERATING EXPENSES 40,886 47,809 44,400 44,265 44,265 44,265 44,265 (3,679) -4.0%
SUBTOTAL STATE OPERATIONS 40,886 47,809 44,400 44,265 44,265 44,265 44,265 (3,679) -4.0%
Total Expenditures 40,886 47,809 44,400 44,265 44,265 44,265 44,265 (3,679) -4.0%
FINANCING BY FUND:
OPEN APPROPRIATIONS:
INVEST EXT MONEY MANAGERS#1 7,271 8,323 10,000 10,000 10,000 10,000 10,000
INVEST EXT MONEY MANAGERS #2 33,615 | 39,486 34,400 34,265 34,265 34,265 34,265
Total Financing 40,886 47,809 44,400 44,265 44,265 44,265 44,265
REVENUE COLLECTED:
NONDEDICATED
INVEST EXT MONEY MANAGERS#1 0 8,966 10,000 10,000 10,000 10,000 10,000
INVEST EXT MONEY MANAGERS #2 0 36,653 33,400 33,400 33,400 33,400 33,400
Total Revenues Collected 0 45,619 43,400 43,400 43,400 43,400 43,400
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2000-01 Biennial Budget
Agency Executive Summary

AGENCY: Administrative Hearings, Office of (OAH)

AGENCY MISSION AND VISION:

The Office of Administrative Hearings (OAH) was established in 1976 to provide
an impartial hearing process for citizens who disagree with actions taken by
government.

Mission: The mission of the OAH is to settle, decide, or make recommendations
about the claims and disputes submitted to the office in ways that are fair, prompt
and efficient.

Vision:

8 Provide persons adversely affected by state or local government actions with
full and fair opportunities to be heard and to challenge those actions.

®  Ensure that agency rules and rulemaking proceedings conform to the law and
that the public participates in the formulation of agency rules as much as
possible.

B Provide a fair, speedy, and uniform statewide process for resolving disputes
about child support obligations.

B Provide injured workers, their employers, and workers’ compensation insurers
with prompt and impartial resolutions of claims for workers’ compensation
benefits.

B Encourage and assist parties in disputes to resolve their differences through
settlement and mediation and without a hearing process.

KEY SERVICE STRATEGIES:

® To reduce the cost of providing hearing services by delegating many routine
tasks and legal research functions to lower cost staff attorney and paralegals.

B Manage increases in the docket of the Administrative Procedures Act (APA)
Section by increasing the caseloads of existing staff and assigning caseloads to
the Chief and Assistant Chief Administrative Law Judges (ALIJs).

® Encourage the use of ALJs to mediate disputes between citizens and state
agencies as well as disputes between state agencies or other political subdivi-
sions.

® Improve the speed and quality of services in child support enforcement
proceedings by maintaining a cadre of highly experienced judges who provide
assistance and mentorship for 44.0 contract child support ALJs.

® Cross-train judges to handle a variety of hearing types to manage caseload
variations more efficiently.

ISSUES AFFECTING AGENCY’S OPERATIONS:

The Minnesota Court of Appeals recently ruled the legislatively established system
for administrative enforcement of child support obligations to be an unconstitu-
tional delegation of judicial power to the executive branch. Review of the decision
is currently pending in the Minnesota Supreme Court. If the child support hearing
function is moved out of the OAH, the office will lose revenues of about
$3,450,000 per fiscal year and will be compelled to lay off 4.0 permanent ALJs and
about 14.0 support staff, pay severance benefits to those staff, and discontinue its
contractual relationships with 44.0 contract child support ALJs. About $436,000
of that sum represents the Child Support Sections’ annual contribution to general
office overhead and indirect expenses. If not replaced, loss of that contribution will
likely result in further ALJ and support staff layoffs in the office’s Administrative
Procedures Act Section, Administrative Services, and Information Technology
Sections.

The 1998 legislature adopted legislation transferring the personnel, functions and
base appropriations from the Department of Labor and Industry’s Judicial Services
Unit to the OAH. This included 11.0 workers’ compensation judges (formerly
“settlement judges™) and 16.0 support staff positions at offices located in St. Paul,
Duluth, and Detroit Lakes. Integration of those staff and functions has generally
proceeded smoothly and should not present issues for F.Y. 2000-01.

Dueé to the transfer of Labor and Industry’s Judicial Services Unit to Office of
Administrative Hearings, more office space is need in Duluth. OAH requests
$80,000 for this purpose.

GOVERNOR’S RECOMMENDATION:

The Governor recommends the agency’s base budget, which includes allowable
base adjustments for rental rate increases ($54,000), employment contract increases
($491,000), and the transfer of the Judicial Services Unit from Department of
Labor and Industry to OAH ($4,500,000). In addition to the agency’s base budget,
the Governor recommends $40,000 to pay for additional office space needed in
Duluth.

The Governor has also included funding to improve this agency’s technology
infrastructure in the Small Agency Infrastructure Initiative under the Minnesota
Office of Technology.
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State of Minnesota
2000-2001 Biennial Budget
(Dollars in Thousands)
Agency: ADMINISTRATIVE HEARINGS

Program: ADMINISTRATIVE HEARINGS

F.Y. 2000 F.Y. 2001 Biennial Change
Program Summa Actual Actual Budgeted 2000-01 Gov / 1998-99
g imary F.Y. 1997 F.Y.1998 | F.Y.1999 Governor Governor
Base Recomm. Base Recomm. Dollars Percent
EXPENDITURES BY ACTIVITY:
ADMINISTRATIVE LAW DIVISION 3,693 4,809 4,720 4,824 4,824 4,885 4,885 180 1.9%
WORKERS COMPENSATION DIVISION 4,121 3,963 6,607 6,634 6,674 6,829 6,869 2,973 28.1%
Total Expenditures 7,814 8,772 11,327 11,458 11,498 11,714 11,754 3,153 15.7%
CHANGE ITEMS: _FUND
(B) RENT INCREASE wcs 40 40
Total Change ltems 40 40
FINANCING BY FUND:
DIRECT APPROPRIATIONS:
WORKERS COMPENSATION 4,115 3,957 6,597 6,624 6,664 6,819 6,859
STATUTORY APPROPRIATIONS:
ADMINISTRATIVE HEARINGS 3,693 4,809 4,720 4,824 4,824 4,885 4,885
WORKERS COMP TRANSCRIPT 6 | 6 10 | 10 10 | 10 10
Total Financing 7,814 8,772 11,327 11,458 11,498 11,714 11,754
FTE BY EMPLOYMENT TYPE:
FULL TIME 80.2 84.8 138.1 1453 145.3 145.3 145.3
PART-TIME, SEASONAL, LABOR SER 4.6 3.9 4.9 49 4.9 4.9 4.9
OVERTIME PAY 0.2 0.5 0.5 05 0.5 0.5 05
Total Full-Time Equivalent 85.0 89.2 1435 150.7 150.7 150.7 150.7
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Agency: ADMINISTRATIVE HEARINGS

State of Minnesota
2000-2001 Biennial Budget

BASE RECONCILIATION REPORT
(Dollars in Thousands)

All Funds General Fund Other State Funds Federal Funds
FY.00 | FY.01 | FY.oo | Fy.o1 | Fy.oo | Fy.o1 | Fy.oo | Fv.o01

F.Y. 99 BUDGETED 9,029 9,090 0 0 9,029 9,090 0 0
BASE ADJUSTMENTS

DOC. SPACE RENTAL/LEASE 13 41 0 0 13 41 0 0

2000-01 SAL. & BEN. BASE 162 329 0 0 162 329 0 0

TRANSFERS BETWEEN AGENCIES 2,254 2254 0 0 2,954 2,254 0 0
SUBTOTAL BASE ADJUSTMENTS 2,429 2,624 0 0 2,429 2,624 0 0
BASE BUDGET 11,458 11,714 0 ol 11,458 11,714 0 0
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2000-01 Biennial Budget

BUDGET ACTIVITY: Administrative Law Division
PROGRAM: Administrative Hearings
AGENCY: Administrative Hearings, Office of (OAH)

ACTIVITY PROFILE:

The Administrative Law Division is made up of an Administrative Procedure Act
Section and a Child Support Section. Administrative Law Judges (ALJs) assigned
to the Administrative Procedure Act (APA) section conduct administrative rule
reviews and hearings for state agencies and also conduct administrative contested
case proceedings for state agencies and local political subdivisions. All of the
division’s ALJs are qualified neutrals under Rule 114 of the Minnesota General
Rules of Practice, and they have become increasingly active in mediating disputes
between citizens and state agencies and between public bodies. As of 1-1-99,
staffing has been reduced from 11 to 9 full-time, permanent ALJs. The Chief and
Assistant Chief ALJs conduct rule and contested case hearing on a part-time basis,
and the office contracts with 24 private attorneys throughout the state to conduct
contested case proceedings on an as-needed basis. The advantage of using contract
ALJs is that it allows the APA section to regulate work flow without having to hire
permanent ALJs when referrals from agencies increase and then having to lay them
off when referrals decline.

The Child Support Section was established in response to a federal mandate that
child support enforcement proceedings be prompt, efficient, and uniform. The
section now holds hearings to establish and enforce child support obligations in all
of Minnesota’s counties. As of 1-1-99, this section’s staffing will consist of 4.0
full-time, permanent ALJs and 44.0 part-time contract ALJs. It makes neither
operational nor fiscal sense to rely primarily on permanent, full-time child support
ALIJs to conduct child support hearings throughout all of the state’s 87 counties.
Using child support contract ALJs allows costs to fluctuate with actual workloads
and allows maximum flexibility in delivering service to counties with low levels
of activity.

REVENUES:
OAH currently bills state agencies and local units of government for the time that

ALJs and staff attorneys spend on rule reviews and hearings, administrative
contested case proceedings, and child support proceedings at a rate of $91 per hour

for ALJs, whether contract or permanent, and $50 per hour for staff attorneys.
OAH expects to receive $4,776,000 in revolving fund revenues in F.Y. 2000 and
$4,836,000 in F.Y. 2001. OAH also expects to receive approximately $750,000 for
performing certain ancillary functions for the child support system under a
cooperative services agreement with the Department of Human Services.

ACTIVITY BUDGET PLAN:

The Administrative Law Division section operates entirely on a revolving fund
account.

PERFORMANCE SUMMARY:

® State agencies and local units of government referred 561 administrative
rulemaking and contested case proceedings in F.Y. 1998.

B After having been assigned responsibility on 1-1-97 for conducting hearings on
risk level appeals by sex offenders under the Community Notification Act, the
Department of Corrections referred 54 of those matters to the APA section
during the 18 months ending on 6-30-98.

B OAH has an internal policy requiring ALJs to issue orders or reports within 30
days after the record is closed, absent exceptional circumstances. On average,
ALIJs in the APA section issued their orders and reports with 25.9 days during
F.Y. 1998.

B InF.Y. 1998, the Child Support Section conducted 12,144 administrative child
support hearings in all 87 of the state’s counties at an average cost of about
$284 per hearing.

B 11,322 or 93% of the orders issued in child support proceedings were issued
with 30 days.
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Agency: ADMINISTRATIVE HEARINGS
Program: ADMINISTRATIVE HEARINGS

State of Minnesota
2000-2001 Biennial Budget
(Dollars in Thousands)

Activity: ADMINISTRATIVE LAW DIVISION
F.Y. 2000 F.Y. 2001 Biennial Change
Budget Activity Summa Actual Actual Budgeted 2000-01 Gov / 1998-99
ge ty ry F.Y.1997 | F.Y.1998 | F.Y.1999 Governor Governor
Base Recomm. Base Recomm. Dollars Percent
EXPENDITURES BY CATEGORY:
STATE OPERATIONS
PERSONAL SERVICES 1,744 2,112 2,308 2,418 2,418 2,490 2,490 488 11.0%
OPERATING EXPENSES 1,949 2,697 2,412 2,406 2,406 2,395 2,395 | (308) -6.0%
SUBTOTAL STATE OPERATIONS 3,693 4,809 4,720 4,824 4,824 4,885 4,885 180 1.9%
Total Expenditures 3,693 4,809 4,720 4,824 4,824 4,885 4,885 180 1.9%
FINANCING BY FUND:
STATUTORY APPROPRIATIONS:
ADMINISTRATIVE HEARINGS 3,693 4,809 4,720 4,824 4,824 4,885 4,885
Total Financing 3,693 4,809 4,720 4,824 4,824 4,885 4,885
REVENUE COLLECTED:
DEDICATED
ADMINISTRATIVE HEARINGS 3,955 4,909 4,705 4,705 4,705 4,705 4,705
Total Revenues Collected 3,955 4,909 4,705 4,705 4,705 4,705 4,705
FTE BY EMPLOYMENT TYPE:
FULL TIME 32.0 36.5 63.7 63.7 63.7 63.7 63.7
PART-TIME, SEASONAL, LABOR SER 0.9 0.6 0.6 0.6 0.6 0.6 0.6
OVERTIME PAY 0.1 0.2 0.2 0.2 0.2 0.2 0.2
Total Full-Time Equivalent 33.0 37.3 64.5 64.5 64.5 64.5 64.5
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2000-01 Biennial Budget

BUDGET ACTIVITY: Workers’ Compensation Division
PROGRAM: Administrative Hearings
AGENCY: Administrative Hearings, Office of (OAH)

ACTIVITY PROFILE:

The Worker’s Compensation Division is made up of a Hearing Section and a
Settlement Section. The latter was previously the Judicial Services Unit of the
Department of Labor and Industry. In 1998, the legislature transferred the
functions and personnel of that unit to OAH. The new Settlement Section provides
alternative dispute resolution services that result in efficient, final resolution of
disputes over workers’ compensation benefits. The section’s workers’ compensa-
tion judges resolve disputes by negotiating with the parties or by entering orders
following administrative conferences. The Settlement Section refers disputes that
it cannot resolve to the Hearing Section for formal evidentiary hearings.

When a contested workers’ compensation case is referred to the Hearing Section,

a workers’ compensation judge considers and decides motions, issues pre-trial
orders, schedules and conducts pre-trial hearings and settlement conferences,
reviews any settlement agreements and issues awards based on those agreements,
conducts trials, and issues final decisions. They also award attorney’s fees, process
appeals, and handle cases remanded from the Workers’ Compensation Court of
Appeals.

REVENUES:

Revenues from the Workers’ Compensation revolving fund, which consists of
appeal fees and copying charges, is expected to be approximately $10,000 per year.

ACTIVITY BUDGET PLAN:

An appropriation from the Workers’ Compensation Special Fund funds the
activities of OAHs Workers’ Compensation Division. Two budget issues have
prompted Special Fund budget initiatives for F.Y. 2000-01.

As a result of legislation enacted in 1997, the compensation and benefits of
workers’ compensation judges increased 31% during the F.Y. 1998-99 biennium
while the base level adjustment to OAHS special fund appropriation for compensa-

tion was only 5.1%. Salary savings covered the difference during the F.Y. 1998-99
biennium. Salary savings from an expected retirement will also cover the
deficiency in F.Y. 2000-01.

Major technical and operational problems still remain relating to integrating the
computer information systems used by the Department of Labor and Industry,
OAHs new Settlement Section in St. Paul, and the Hearing Section in Minneapolis.
With the assistance of the Office of Technology, a technology Special Fund budget
initiative is proposed to enable all the computer systems to become fully integrated
and functional for all participants.

PERFORMANCE SUMMARY:

B Since the Settlement Section was not transferred to OAH until 4-8-98, no
performance data is available for F.Y. 1998.

® During F.Y. 1998 |, 4,996 workers’ compensation cases were referred to the
Hearing Section for hearing. During the same period, the section disposed of
4,716 cases.

8 The average time between receipt of a contested case at the Hearing Section to
hearing was 5.8 months.

B State law requires that a final order be entered on regular claim petitions within
60 days after close of the record. About 25% of all claim petitions are treated
as “fast-track.” The deadline on fast-track cases is 30 days. During F.Y. 1998,
the average time for entering a final order on all claim petitions was 33.9 days.
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ADMINISTRATIVE HEARINGS
ADMINISTRATIVE HEARINGS
Activity: WORKERS COMPENSATION DIVISION

Agency:

Program:

State of Minnesota

2000-2001 Biennial Budget

(Dollars in Thousands)

: F.Y. 2000 F.Y. 2001 Biennial Change
Budget Activity Summar Actual Actual Budgeted 2000-01 Gov / 1998-99
udg ity v F.Y.1997 | F.Y.1998 | F.Y.1999 Governor Governor
Base Recomm. Base Recomm. Doliars Percent
EXPENDITURES BY CATEGORY: '
STATE OPERATIONS
PERSONAL SERVICES 2,961 3,440 5,505 5,929 5,929 6,091 6,091 3,075 34.4%
OPERATING EXPENSES 1,160 | 523 1,102 705 745 738 778 | (102) -6.3%
SUBTOTAL STATE OPERATIONS 4,121 3,963 6,607 6,634 6,674 6,829 6,869 2,973 28.1%
Total Expenditures 4,121 3,963 6,607 6,634 6,674 6,829 6,869 2,973 28.1%
CHANGE ITEMS: _FUND
(B) RENT INCREASE WCs 40 40
Total Change ltems I 40 40
FINANCING BY FUND:
DIRECT APPROPRIATIONS:
WORKERS COMPENSATION 4,115 3,957 6,597 6,624 6,664 6,819 6,859
STATUTORY APPROPRIATIONS:
WORKERS COMP TRANSCRIPT 6 6 10 10 10 10 10
Total Financing 4121 3,963 6,607 6,634 6,674 6,829 6,869
REVENUE COLLECTED:
DEDICATED
WORKERS COMP TRANSCRIPT 14 12 10 10 10 10 10
Total Revenues Collected 14 12 10 10 10 10 10
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State of Minnesota
2000-2001 Biennial Budget
(Dollars in Thousands)

Agency: ADMINISTRATIVE HEARINGS
Program: ADMINISTRATIVE HEARINGS
Activity: WORKERS COMPENSATION DIVISION

F.Y. 2000 F.Y. 200
Budget Activity Summa Actual Actual Budgeted !
9 ¥ ry F.Y.1997 | F.v.1998 | F.Y.1999 Governor Governor
Base Recomm. Base Recomm.
FTE BY EMPLOYMENT TYPE:

FULL TIME 48.2 48.3 74.4 81.6 81.6 81.6 81.6
PART-TIME, SEASONAL, LABOR SER 37 33 4.3 43 43 4.3 4.3
OVERTIME PAY 0.1 0.3 0.3 0.3 0.3 0.3 0.3
Total Full-Time Equivalent 52.0 51.9 79.0 86.2 86.2 86.2 86.2
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2000-01 Biennial Budget
Agency Executive Summary

AGENCY: Strategic and Long Range Planning
MISSION AND VISION:

Vision: Minnesota will have a strong economy and high quality of life through
comprehensive, long-range policy decisions and planning.

Mission: Continually scan the horizon, identifying and evaluating the critical and
emerging issues that will keep Minnesotans focused on the future, provide policy
makers and the public with accurate information and analysis, influence policy
decisions through long-range planning, and coordinate activities among all levels
of government.

KEY SERVICE STRATEGIES:
To keep the state focused on the future, Minnesota Planning;:

identifies opportunities and pressures on the horizon

informs and involves the public in discussions of the future

responds quickly and effectively to requests for information and analysis
develops tools for planning and for tracking progress

maintains high-quality databases of demographic, geographic, human services
and criminal justice information, and helps people use this data

gives practical assistance to local planning efforts

B improves the coordination of government activities

PERFORMANCE SUMMARY:

Minnesota Planning products are information and ideas. The level of demand for
these products by policy-makers and the public can be measured and reported, but
how they influence decisions cannot. We believe that quality information is a
necessary condition of better public policy and consider the demand for our
products a good measure of their value.

Many policy and planning projects combine coordination, public involvement, and
data or mapping work from one or more of the agency’s information teams--the
Land Management Information Center (LMIC), demography and the Criminal
Justice Center--along with policy analysis. Results of selected major projects of
the last 2 years are described under 3 areas of the agency’s mission.

Information products and services

B Forecasted Minnesota’s population trends through 2025 in the State Demo-
graphic Center’s Faces of the Future publications. These projections, along
with population estimates and other demographic publications, are building
blocks for a variety of strategic planning projects within and outside the
agency. Businesses use them for planning and marketing and government uses
the projections along with information from the Criminal Justice Center, and
LMIC to estimate demand for roads, public facilities and services.

® Serviced more than 1,000 organizations per year requesting about 67,000
customized reports, including local data or maps, from 20 online Datanet
databases in the areas of demographics, economics, criminal justice, substance
abuse, children and families.

B Developed state standards for documenting geographic data and designed an
Internet system for searching and retrieving data needed by users of geographic
information systems (GIS).

B Coordinated joint state-federal program to develop statewide digital database
of photos and maps needed by Minnesota users of GIS. The project received
special commendations from the Governor and the U.S. Department of the
Interior in October, 1998.

® Enhanced and expanded agency web site, which saw a threefold increase in use
between September 1996 and September 1998. The increase in electronic
transfer of reports is even more dramatic: 890 were downloaded in September
1996, 7,496 in September 1998.

Analyses of strategic and long-range issues

8 Produced Work in Progress: Federal Welfare Reform in Minnesota, for the
1997 legislative session. It laid out state policy-makers’ options under the new
federal law and projected impacts on the state’s welfare recipients, labor force,
communities and public programs. Organized a January 1997 conference on
welfare reform in preparation for legislative decisions, attended by 135 state
legislators, 70 local officials, welfare recipients and others. More than 75
percent of returned evaluations rated the event “valuable.”

B Coordinated in cooperation with the Department of Health a project that
resulted in legislation and a $5 million appropriation establishing the state’s
first comprehensive policy to prevent fetal alcohol syndrome. FAS has long-
range debilitating affects on children, affecting many publicly-funded systems.

PAGE F-155



2000-01 Biennial Budget
Agency Executive Summary

AGENCY: Strategic and Long Range Planning
(Continuation)

B Produced reports requested by the Legislature on firearms forfeitures and the
probation funding distribution formula. The Distribution Formula report
received a national award for excellence in research and policy analysis from
the Justice Research and Statistics Association (1997).

B Worked with committees of the Governor’s Council on Geographic Informa-
tion, to analyze strategic issues related to the effective use of geographic
information technology. Produced Laying the Foundations for a Geographic
Data Clearinghouse, Minnesota Guidelines for Geographic Metadata, County
Soil surveys: Guidelines for Digitizing, and Identifying Land Parcels: Is a
Statewide Standard Needed?

Planning and Coordination

8 Completed in 1998 a major revision to Minnesota Milestones, a long range plan
that tracks the state’s progress, modifying 19 goals and 70 progress indicators
based on input from more than 1500 citizens. Minnesota Milestones is used as
an outcome measurement tool by state agencies, counties, family and mental
health collaboratives and nonprofit groups. It was recognized in 1998 by the
Council of State Governments as an “exemplary state management program.”
Over 4,000 print copies were distributed to the public in 1997 and 1998.

& Updated the Children’s Services Report Card in 1996 and put county data for
children’s indicators online. It received a regional certificate of recognition in
the 1997 Innovations Awards from the Council of State Governments. Two
thousand eight hundred print copies were requested during 1997 and 1998.

® Implemented the Community-Based Planning Act and pilot projects that assist
volunteer local communities to address growth, land use, conservation,
economic development and infrastructure through comprehensive planning. A
resource center for local governments offers population data, mapping services,
sustainable development expertise and technical assistance.

8 Staffed the legislatively mandated Advisory Council on Local Government in
1998, and produced for it the report Regional Options, presenting data, analysis
and the council’s long-range policy options for metropolitan government.

B Organized in 1998, a public advisory body and staff support to study the impact
of feedlots, evaluate the future of animal agriculture in the state and develop
policy options.

B Engaged more than 3,500 citizens and leaders from all sectors in developing
proposals for Sustainable Development for Minnesota’s future.

B Supported coordinated approaches to geographic information technology within
Minnesota. Represented Minnesota’s interests through relationships with the
Federal Geographic Data Committee, the US Geological Survey, and the
National States Geographic Information Council. With the Metropolitan
Council, sponsored MetroGIS, a collaboration among local governments within
the metropolitan region. Coordinated the Minnesota Component of a national
survey of GIS use in local government.

ORGANIZATION/PROGRAM STRUCTURE:
Minnesota Planning is organized into teams that reconfigure for each project,
placing agency resources where they are most needed.

State Demographic Center - forecasts and investigates changes in the population
and economy.

Environmental Quality Board - develops policy and reviews proposed projects that
would significantly influence Minnesota’s environment.

Land Management Information Center - advances the effective use of
geographic information and technology for planning and problem solving.

Criminal Justice Information Center - tracks crime and the justice system including
juvenile offenses, and administers the innovative teen court program.

Critical Issues Team - identifies emerging issues of statewide importance and
develops information, analysis and ideas for dealing with those issues.

Local Planning Assistance Team - helps communities with comprehensive planning
and coordinates funding for the Community-Based Planning Act.

REVISED
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2000-01 Biennial Budget
Agency Executive Summary

AGENCY:  Strategic and Long Range Planning
(Continuation)

DIRECTOR/ EXECUTIVE MANAGEMENT & SUPPORT

4.0 fte
State Demographic Center 75 fte
Environmental Quality Board 143 fie
Land Management Information Center 19.9 fie
Criminal Justice 3.5 fie
Critical Issues 5.0 fie
Local Planning Assistance 475 fie
Agency Operation and Support Staff
Library 1.3 fte
Communications 5.8 fte
Clerical Support 11.0 fte
Fiscal 1.0 fte
Technology Support 2.5 fte
Legislative Coordination 1.0 fte

6/30/98 TOTAL FTEs 81.05

BUDGET PRESSURES:

Harnessing the power of data is central to our mission. In the past few years, we
have seen a remarkable increase in the types and amounts of available data and
many more requests for reports and analysis. These pressures, together with the
rapid advances in technology that make sophisticated data collection, analysis and
delivery possible, have challenged the agency and will soon constrain our ability
to provide, in a timely fashion, reliable data that is useful to decision makers, local
planners and the public.

Preparation for the 2000 Census has strained the resources available to the State
Demographer. Recognizing the critical importance of a full and accurate count to
Minnesota’ s future we will be undertaking an ambitious census promotion
program and designing and implementing the systems that will result in expeditious
production and dissemination of the new census data, including that resulting from
the new annual Census Bureau American Community Survey, to begin in 2001,

Citizens and legislators are increasingly sensitive to the effects of growth and
change on our economy, environment and communities, leading to an expanding
need for environmental review, economic assessment and technical assistance.
There has been great interest in the new Community-Based Planning program and
arelated increase in requests for assistance with developing local comprehensive
plans.

Similarly, a growing appreciation of the value of geographic information is driving
up demand for this resource. Based upon recommendations of the Governors
Council on Geographic Information, we have recognized the importance of a state
program to support modernization of county land records and of a statewide
geographic data clearinghouse.

LCMR RECOMMENDATION:

® Promoting High Efficiency Cogeneration  $100,000
This appropriation is from the Minnesota Future Resources fund to the Office
of Long Range and Strategic Planning, Minnesota Environmental Quality
Board to develop a statewide inventory of potential cogeneration sites and a
regulatory guidance manual.

B Tools and Training for Community-Based Planning  $450,000
This appropriation is from the Environment and Natural Resources Trust fund
to the Office of Long Range and Strategic Planning to develop software, data,
and training for local government planning for delivery of state geographic
information systems data and models for social and environmental decision
making.

REVENUE SUMMARY:

The agency received $153,322 in grants from the federal government during the
prior biennium. Of the amount received, $100,825 was grants for the purpose of
maintaining and enhancing the states capacity to address criminal justice issues
through collection and analysis of data; $11,996 was from the US Geological
Survey to study issues related to better coordination of data development and
management between state and federal organizations. We anticipate similar
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2000-01 Biennial Budget
Agency Executive Summary

AGENCY:  Strategic and Long Range Planning
(Continuation)

funding for the 2000-01 biennium.

The Land Management Information Center provides data and analysis on a fee for
service basis, generating just over $522,000 in revenue in F.Y. 1998.

Power plant siting, wind energy and power line routing activities of the Environ-
mental Quality Board generated slightly more than $294,000 in revenue during
F.Y. 1998.

GOVERNOR’S RECOMMENDATION:

The Governor recommends base level funding plus 4 initiatives. Two of the
initiatives are one-time spending: one completes the GEIS feedlot project while the
other helps to ensure an accurate count of Minnesota citizens in the 2000 Census.
The third initiative builds on the agency’s ability to use technology to meet the
needs of its customers. The fourth recommended initiative establishes a program
evaluation function within the executive branch. The fifth initiative recommends
that the Municipal Board remain independent. The Governor makes no recommen-
dation regarding the LCMR projects put forward by the Office of Strategic and
Long-Range Planning,.
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2000-01 Biennial Budget
Agency Executive Summary

AGENCY:  Strategic and Long Range Planning
(Continuation)

TRENDS AND PERSPECTIVE:
Total Budget - All Funds

# in millions

Fiscal Year

In 1991, the Legislature abolished the State Planning Agency and created the
Office of Strategic and Long-Range Planning. The agency’s General Fund
appropriation was significantly reduced and the Land Management Information
Center (LMIC) was transferred to the Department of Administration in F.Y. 1992.
The 1993 Legislature returned LMIC to Minnesota Planning, effective with the
beginning of F.Y. 1994. The agency’ s funding has remained stable since that
time, with the 1998 increase being attributable to the $1.2 million appropriation for
the Generic Environmental Impact Statement on Animal Agriculture.

F.Y. 1998-99 Funding Sources
Total $14.3 million

LCMR
Funds
4%

General
Fund
82%

Proprietary
Funds
11%

Federal
Funds
3%

F.Y. 1998-99 Expenditures by Type
Total $14.3 million

Payroll 19%
61%

Operating
Expenses
20%
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State..-iMinnesota
2000-2001 Biennial Budget
(Dollars in Thousands)

Agency: PLANNING, STRATEGIC&LR
Program: STRATEGIC & L R PLANNING
Activity: STRATEGIC & L R PLANNING
Biennial Change
F.Y.2 F.Y. 2001
Budget Activify Summa Actual Actual Budgeted 000 0 2000-01 Gov / 1998-99
g v F.Y.1997 | F.Y.1998 | F.Y.1999 Governor Governor
Base Recomm. Base Recomm. Dollars Percent

EXPENDITURES BY CATEGORY: |
STATE OPERATIONS

PERSONAL SERVICES 3,649 4,006 4,829 4,240 5,281 4,450 4,855 1,301 14.7%

OPERATING EXPENSES | 2,490 | 1,363 1,440 | 956 2,429 | 954 897 | 523 18.7%

SUBTOTAL STATE OPERATIONS 6,139 5,369 6,269 | 5,196 7,710 5,404 5,752 | 1,824 15.7%

PAYMENTS TO INDIVIDUALS 1 0 0| 0 0 0 ol ]

LOCAL ASSISTANCE | 674 | 918 1,793 | 0 o | 0 o | (2,711) -100.0%
Total Expenditures I 6,814 | 6,287 8,062 | 5,196 7,710 | 5,404 5,752 | (887) -6.2%
CHANGE ITEMS: ’ _FUND. ‘

(B) INFORMATION TECHNOLOGY INTEGRATION GEN 250 250
(B) CENSUS - DEMOGRAPHY |  Gen | | 100 |

(B) GEIS ON ANIMAL AGRICULTURE | eeEN | | 1,800 |

(B) INDEPENDENT MUNICIPAL BOARD . GEN | ] (1e1) | (327)
(B) LCMR PROJECTS | Bvr | [ 225 | 225
(B) LCMR PROJECTS | MNR | [ 100 |

(B) PROGRAM EVALUATION |  GEN | [ 200 | 200
Total Change Items | I I 2,514 | 348
FINANCING BY FUND:

DIRECT APPROPRIATIONS:

ENVIRONMENT & NATURAL RESOURCE 938 0 0 0 225 0 225

GENERAL | 4,218 | 4,773 6,797 | 4,478 6,667 | 4,744 4,867

MINNESOTA RESOURCES | 246 | 417 137 | 0 100 | 0 0

STATUTORY APPROPRIATIONS:

GENERAL 555 288 24 0 0 0 0

SPECIAL REVENUE | 689 | 661 865 | 613 613 | 610 610

FEDERAL | 168 | 148 239 | 105 105 | 50 50
Total Financing 6,814 6,287 8,062 5,196 7,710 5,404 5,752
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State of Minnesota
2000-2001 Biennial Budget
{Dollars in Thousands)

Agency: PLANNING, STRATEGIC & LR
Program: STRATEGIC & L R PLANNING
Activity: STRATEGIC & L R PLANNING

. F.Y. 2000 F.Y. 2001
Budget Activity Summa Actual Actual Budgeted
g ry F.Y.1997 | F.Y.1998 | F.Y.1999 Governor Governor
Base Recomm. Base Recomm.
REVENUE COLLECTED:
DEDICATED
GENERAL 436 143 24 0 0 0 0
SPECIAL REVENUE 871 827 756 610 610 610 610
FEDERAL 229 102 194 105 105 50 50
GIFT 1 0 0 0 0 0 0
NONDEDICATED
CAMBRIDGE DEPOSIT FUND 170 234 240 262 240 285 240
Total Revenues Coliected 1,707 1,306 1,214 977 955 945 900
FTE BY EMPLOYMENT TYPE:
FULL TIME 67.6 74.4 73.5 73.8 78.8 73.6 75.6
PART-TIME, SEASONAL, LABOR SER 10.4 71 7.8 6.7 6.7 6.7 6.7
OVERTIME PAY 0.1 0.0 0.2 0.0 0.0 0.0 0.0
Total Full-Time Equivalent 78.1 81.5 81.5 80.5 85.5 80.3 82.3
REVISED
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2000-01 Biennial Budget

Agency Budget Brief
($ in thousands)
Agency: Strategic and Long-Range Planning Fund: General
F.Y.2000 FE.Y.2001 Biennium Allows the agency to maintain the same level of staffing and office space as in

the previous biennium, necessary for continued support of our basic function.

BASE-YFAR (F.Y. 1999) This also allows the agency to meet rent and Statewide Administration System

Appropriations (F.Y. 1999) $5,402 $5,402 $10,804 cost increases
BASE ADJUSTMENT
One-time Appropriation (1,224) (1,224) (2,448) GOVERNOR’S RECOMMENDATION(S):
Municipal Board Transfer 161 327 488
Compensation Inflation 96 195 291 . s e .
Rent Incroase 0 43 85 The Governor recommends base level funding plus 5 initiatives.
Statewide Administration Systems 6 6 12
Pension Adjustment —5) -G —(10 Information Technology Integration. Ensures the effective use of informa-
tion technology to meet business needs.
BASE LEVEL (for 2000 and 2001) $4,478 $4,744 $9,222
CHANGE ITEMS Census Promotion. Funding to raise Pubhc awareness of the Year 2000
Census to ensure an accurate count of Minnesota residents.
Information Technology Integration 250 250 500
Census Promotion 100 -0- 100 . . . . .
GEIS on Animal Agriculture 1,800 0- 1,800 Generic Environmental Impact Statement on Animal Agriculture. Funding
Program Evaluation 200 200 400 to complete the feedlot GEIS, a study conducted by the EQB.
Independent Municipal Board 161 (327) (488)
Program Evaluation. Establishes a program evaluation function within the
GOVERNOR’S RECOMMENDATION $6,667 $4,867 $11,534

executive branch.
Brief Explanation of Budget Decisions: .. S
Independent Municipal Board. The board retains its independence and
B One-time appropriation reductions remains an entity separate from the Office of Strategic and Long-Range
Reductions for Community Based Planning, Census Activities, Teen Courts, Planning. The functions of these 2 agencies are incompatible.

and Wind Power. o . .
The Governor makes no recommendation regarding the LCMR projects put

8 Municipal Board transfer forward by the Office of Strategic and Long-Range Planning.
Legislation eliminating the Municipal Board takes effect on 12-31-99 and

transfers the board’s responsibilities and staff to Minnesota Planning. The
change represents 18 months expense.

® Base Adjustment for compensation, rent increases, and Statewide Administra-
tion Systems
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F.Y. 2000-2001 Information Technology New Funding

AGENCY: PLANNING, STRATEGIC &L R
PROGRAM: STRATEGIC & L R PLANNING
ACTIVITY: STRATEGIC & L R PLANNING

IT Change ltem: INFORMATION TECHNOLOGY INTEGRATION

ITEM DESCRIPTION AND PURPOSE:

The agency is requesting an increase of $250,000 per year in base funding to
create an information technology unit, headed by a Chief Information Officer.
The CIO will oversee preparation and implementation of an agency Information
Resource Management Plan, the design and maintenance of the agency's
website and databases and computer support services.

FUNDING:
2000-01 Biennium 2002-03 Biennium 2004-05 Biennium

Funding Distribution [~=y5660 TFY 2001 | FY 2002 | FY 2003 | FY 2004 | FY 2005
Facilities 0 0 0 0 0 0
Grants 0 0 0 0 0 0
Hardware 15 15 10 10 5 5
Personnel 200 212 224 238 238 238

_ Services 20 15 1 0 0
Software 10 5 5 2 2
Supplies 0 0 0 0 5 5
Training 5 3 0 0 0 0
Total | 250 | 250 | 250 | 250 250 | 250 |

Increase in base funding to expand information delivery and ensure the integrity
of the process.

RATIONALE:

A principal function of Minnesota Planning is to serve as an information broker for
other units of government and the public. Several strategically important units
support this function: the State Demographic Center, the Land Management
Information Center, the Criminal Justice Statistics Center and the Environmental
Quality Board. With the growth of technology and a rapid increase in the amount
and types of data available, our present systems for information delivery are
becoming outdated. We have seen a steady increase in requests for
demographic, geographic, environmental and human services data and analysis
from policy makers and planners. We need to be positioned to respond promptly
and accurately in order to facilitate their decision-making process. Rather than
limit this function, we need to expand it through delivery systems like the
agency's DATANET, a collaborative effort that disseminates county-level data
from a number of state agencies.

We have collaborated with the public, local officials and other state agencies in
developing "Minnesota Milestones", the state's long-range plan containing 19
goals. We need to expand our ability to gather data, measure progress and
highlight those areas where improvement is needed.

Our mission requires that we provide impartial, balanced information; to do this
we need to assure data accuracy and integrity. The information technology unit
will enable us to more effectively address this mission through: improved
dissemination of information and data collected by LMIC, the EQB, the State
Demographer and the Criminal Justice Statistics Center; a complete Information
Resource Management Plan; policies and procedures for systems administration
and security, information technology purchases, computer and network use,
internet use, user support, applications development and database design;
improved integration of systems that support Minnesota Planning functional units.

LIFE CYCLE ANALYSIS:
2000-01 Biennium 2002-03 Biennium 2004-05 Biennium
Life Cycle Status FY 2000 | FY 2001 | FY 2002 | FY 2003 | FY 2004 | FY 2005
Development X X X
Operations X X X X X X
Modification X X
Retirement

An ongoing project that will change with business and operational needs.
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F.Y. 2000-2001 Information Technology New Funding

AGENCY: PLANNING, STRATEGIC & LONG RANGE
IT Change Item:  Information Technology Integration
(Continuation)

OFFICE OF TECHNOLOGY ANALYSIS:

The agency is new to the information resource management approach. The
agency will be required to address information resource management practices
in conjunction with receipt of funding.

OT Master Plan: Goal 2-Efficient and effective government. This project would
hire a chief information officer to oversee planning, design and maintenance of
agency computer systems and web-sites. Recommendation: Proceed with
project. OT supports this project.

GOVERNOR'S RECOMMENDATION:

The Governor recommends a base increase of $500,000 to create an information
technology unit so that MnPlanning can provide a more efficient and effective
service to citizens and other units of government.
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F.Y.2000-01 BUDGET CHANGE ITEM

AGENCY: Strategic and Long Range Planning

PROGRAM:
ACTIVITY:
ITEM TITLE: Census Promotion
2000-01 Biennium 2002-03 Biennium
E.Y. 2000 F.Y. 2001 E.Y. 2002 F.Y. 2003
Expenditures: ($000s)
General Fund
- State Operations $100 $-0- $-0- $-0-
Revenues: ($000s)
General Fund $-0- $-0- $-0- $-0-

Statutory Change? Yes No_X
If yes, statutes(s) affected:

D Supplemental Funding D Reallocation

New Activity

GOVERNOR’S RECOMMENDATION:

The Governor recommends a $100,000 one-time appropriation to help ensure an
accurate count of Minnesota residents during the 2000 Census.

RATIONALE:

The 2000 Census has a major impact on the state. It is used for congressional
apportionment, allocation of federal funding, project and facilities planning,
financing, legislative redistricting, and many other purposes. So, accuracy of the
census data is very important. To ensure that a full count of the state’s population
is achieved, supplemental funding is needed to produce promotional material, work
with local units of government in the promotional efforts, and encourage other
organizations to become involved in promoting the census. The appropriation is
to fund, for one year, a temporary census promotion staff person, and related
expenses for travel, supplies and promotional materials associated with the Census
2000 promotion.

Without this extra promotional effort, we run the risk of an incomplete count,

which could result in a decrease in funding for certain federal programs, inaccurate
congressional and legislative district reapportionment and reduced ability of
communities to wisely plan for the future.

FINANCING:

B One-time funding to ensure a complete and accurate census count.
OUTCOMES:

The result of this initiative will be a complete, accurate 2000 Census in Minnesota

that will ensure proportionally correct federal funding and accurate congressional
and legislative district reapportionment.
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F.Y. 2000-01 BUDGET CHANGE ITEM

AGENCY: Strategic and Long Range Planning
PROGRAM:
ACTIVITY:

ITEM TITLE: GEIS on Animal Agriculture

2000-01 Biennium 2002-03 Biennium

F.Y. 2000 F.Y. 2001 F.Y. 2002 F.Y. 2003

Expenditures: ($000s)

General Fund

- State Operations $1,800 $-0- $-0- $-0-
Revenues: ($000s)

General Fund $-0- $-0- $-0- $-0-
Statutory Change? Yes No_X
If yes, statutes(s) affected:
D New Activity E Supplemental Funding D Reallocation

GOVERNOR’S RECOMMENDATION:

The Governor recommends a $1,800,000 one-time appropriation to conclude the
feedlot Generic Environmental Impact Statement (GEIS).

RATIONALE:

The GEIS on animal agriculture--commonly known as the “feedlot GEIS”--is a
statewide study that was authorized and funded by the 1998 Minnesota Legislature
(Laws of Minnesota 1998, Chapter 266, Sections 5 and 86). The need for the study
grew out of the recent controversy surrounding the expansion in the size and
number of feedlots in the state. This statewide study will provide objective,
scientific information allowing Minnesotans on all sides of the feedlot issue to learn
the facts, express their opinions and weigh future policy options. The GEIS is
intended to provide a full public examination of environmental issues as well as
important social and economic factors surrounding animal agriculture.

The Environmental Quality Board (EQB) is conducting the GEIS on animal
agriculture with assistance from a citizen advisory committee, representing 25
groups with a stake in the animal agriculture issue. The group will advise the EQB
on the “scope and content” of the animal agriculture study. The draft scoping
document was presented for approval to the EQB in December 1998. Current
plans call for the draft GEIS to be completed by January 2000. This $1.8 million
one-time budget request is for the second year of the study only.

FINANCING:

One-time funding to permit examination of the issues identified by the public in the
scoping process.

OUTCOMES:
B Final GEIS document on animal agriculture

& Increased understanding among the public, interest groups and elected officials
on the animal agriculture issue

2 Consensus-based policy recommendations on animal agriculture
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F.Y.2000-01 BUDGET CHANGE ITEM

AGENCY: Office of Strategic and Long Range Planning

ITEM TITLE: Program Evaluation

2000-01 Biennium 2002-03 Biennium

EF.Y. 2000 F.Y. 2001 F.Y. 2002 E.Y. 2003
Expenditures: ($000s)
General Fund
- State Operations $200 $200 $200 $200
- Grants $-0- $-0- $-0- $-0-
Revenues: ($000s)
General Fund $-0- $-0- $-0- $-0-

Statutory Change? Yes____ No_X

If yes, statutes(s) affected:

New Activity D Supplemental Funding D Reallocation

GOVERNOR’S RECOMMENDATION:

The Governor recommends an appropriation of $200 each year to to conduct
program evaluations, promote quality management principles, and coordinate
performance reporting.

RATIONALE:

This initiative establishes a program evaluation function for the executive branch
in the Minnesota Office of Strategic and Long Range Planning.

The Governor believes that there is a need for continuous scrutiny of existing
programs to ensure they satisfy a genuine need, that the role of government is
properly limited, and that appropriate dollars are spent with demonstrated results.
Effective review of the state’s programs, functions and structure have not been
centralized or coordinated well within state government. Current efforts include
consulting through the Department of Administration’s Management Analysis Unit,
coordinating Performance Measurement and Reporting through the Department of
Finance, and supporting Quality Management Principles through the Department

of Employee Relations’ Quality College. While all of these efforts are related to
improving state services there is no central evaluation function within the executive
branch.

This initiative will provide funding to evaluate selective state government
functions, identify areas of duplication or poor coordination of effort, recommend
ways to combine or organize services to be more effective and efficient. In
addition, programs scheduled to sunset would be reviewed to determine if they are
successful, and if continuation is warranted.

Collecting meaningful data and information is central to measuring the perfor-
mance of state programs. Accordingly, the unit will coordinate state agencies’
performance reporting efforts.

Combining strategic planning program evaluation, quality management, and
performance reporting within the executive branch will better target efforts to
manage the results within state government and ensure more accountability in state
programs.

FINANCING:

This unit would be located in the Office of Strategic and Long Range Planning and
would be supported by the General Fund.

OUTCOMES:
Improved information on state programs will be available to the Governor and the

Legislature along with specific recommendations to improve delivery of state
services.

PAGE F-167



F.Y.2000-01 BUDGET CHANGE ITEM

AGENCY: Strategic and Long-Range Planning
PROGRAM:
ACTIVITY:

ITEM TITLE: Independent Municipal Board

2000-01 Biennium 2002-03 Biennium

F.Y. 2000 F.Y. 2001 E.Y. 2002 F.Y. 2003
Expenditures: ($000s)
General Fund
- State Operations $(161) $(327) - $327) $(327)
Revenues: ($000s)
General Fund $(22) $(45) $(45) $(45)

Statutory Change? Yes_X No
If yes, statutes(s) affected: Laws of 1997, Chap. 202, Art. 5, Sec. 8

D New Activity D Supplemental Funding Reallocation

GOVERNOR’S RECOMMENDATION:

The Governor recommends that the Municipal Board retain its independence and
remains an entity separate from the Office of Strategic and Long-Range Planning.
The Laws of 1997, Chapter 202, Article 5, Section 8 should be repealed.

RATIONALE:

The Office of Strategic and Long-Range Planning provides technical assistance and
advice to local governments engaged in comprehensive planning. Success depends
on local government’s confidence in the process. The Municipal Board is a hearing
and decision-making body and is called upon to make controversial decisions.
These 2 functions are not compatible and their combination would make it difficult
for the Office of Strategic and Long-Range Planning to continue to help local
government make complex planning decisions.

FINANCING:

Base funding restored to the Municipal Board.

OUTCOMES:

The Municipal Board retains its independent status. The Office of Strategic and
Long-Range Planning continues to work with local government to help make
planning decisions independent of functions that would negatively impact the
process.

NEW
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Agency Executive Summary

AGENCY: Administration, Department of (Admin)

AGENCY MISSION AND VISION:

The mission of the Minnesota Department of Administration (Admin) is to provide
business management and administrative services that improve the quality and
productivity of Minnesota government.

The agency is committed to using all its resources wisely and effectively to provide
high quality services and products to its customers. Admin strives for professional-
ism, integrity and quality, and seeks to be a model business operation and leader
in the management of Minnesota government.

Admin believes in guiding values that form the foundation of a healthy workplace
and a quality customer service environment. In carrying out its mission, Admin:

® Values one another
® Values internal and external customers
B Values high performance

KEY SERVICE STRATEGIES:

The department’s primary statutory duties are detailed in M.S. 16B and 16C.
Admin serves both state and local government agencies. Its primary clientele are
state agencies.

In order to best serve the ever-changing and increasing needs of its customers,
Admin has strategically developed the following programmatic structure with
associated services and products:

® Operations Management: risk management insurance services, contracting
and purchasing services, sale of office supplies, sale of surplus property, travel
management services, printing services, sale of state documents, mailing
services, micrographics and records storage services, and statewide volunteer
services. :

& InterTechnologies Group: data processing, telecommunications, and 9-1-1
emergency telephone services.

& Facilities Management: real estate leasing; building, maintenance, and
grounds services; energy management; resource recycling/recovery services;
parking services; building codes and standards; and building construction.

2 Management Services: department management, financial and human
resources services for the department, administrative support to several boards
and councils, management consulting services, information policy analysis,
statewide employee assistance services, and a state archaeology program.

® Fiscal Agent: assistance to disabled individuals throughout the state, and
grants administration.

OPERATING ENVIRONMENT:

Admin serves the ever-changing needs of both state and local government agencies.
Through constant planning, research, analysis, surveying, and customer contacts,
Admin provides these agencies with quality, cost-effective administrative services
and management leadership.

Typically, Admin generates over 80% of its operating funds through fee-generating
activities. This creates a strong incentive for the department to constantly provide
the quality and cost-effective products and services demanded by its customers.
State and local governments are not required to purchase Admin products or
services, so constant attention to cost efficiencies, and quality and technology
improvements are necessary to meet this ever-changing demand.

ORGANIZATION/PROGRAM STRUCTURE:

COMMISSIONER AND EXECUTIVE TEAM

| Operations Management 206 fte

| InterTechnologies Group 257 fie

| Facilities Management 310 fte

| Management Services 82 fie

| Fiscal Agent 9 fie
6/30/98 TOTAL FTEs 864
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Agency Executive Summary

AGENCY:  Administration, Department of (Admin)
(Continuation)

GOVERNOR’S RECOMMENDATION:

The Governor recommends the following changes to the agency base level. The
change items are outlined on the following budget brief pages as well as detailed
on individual change item pages within the agency’s budget.

Change Item/Fund Biennial Total
General Fund
MailComm Funding $ 253,000
Connecting Minnesota Network Initiative 2,200,000
Electronic Government Services:
Directory Services 1,175,000
Security Information Technology 1,860,000
Security Infrastructure 1,400,000
Year 2000 Contingency Fund 2,500,000
Security Infrastructure - Capitol Complex 520,000
Citizens’ Suggestion Web Site 100,000
Eliminate Funding to State Archaeologist (388,000)
Employee Assistance Program Funding 500,000
Augmentative and Alternative Communications 210,000
Technology Related Assistance for Individuals 900,000

General Fund Total $ 11,230,000

State Government Special Revenue
Metro Radio Board Supplement $ 1,372,000

The Governor also recommends that $4,697,000 in F.Y. 2000 and $4,761,000 in
F.Y. 2001 collected in the Plant Management Internal Service Fund through state
agency lease rates be retained in that fund for repair and preservation of buildings
and facilities. This money was previously collected for building depreciation and
transferred to the General Fund.
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1998-99 Expenditures by Program *

AGENCY: Administration, Department of (Admin) -
. . Total $376.7 Million
(Continuation)
Op Mgmt
/ 18.2%
TRENDS AND PERSPECTIVE: terTech
506% — Legislative Rent
: 2.8%
Total Budget - All Funds * Public Brdcasting
22%
200 Admin Mgmt
3.3%
Mgt Analysis
" 150 Fac Mgmt 0.9%
5 22.0%
g 100 |
£
50
0 " . . - - - ' .
1980 1991 1992 1993 1994 1995 1996 1997 1998 1999 1998-99 Expenditures by Category *
Fiscal Years Total $376.7 Million
Captial Outlay
59% T
1998-99 Expenditures by Fund *
Operating Costs
68.6%

Total $376.7 Million

Internal Services
58.3% Personel
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Federal
6.4%
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Agency: ADMINISTRATION DEPT

State of Minnesota

2000-2001 Biennial Budget
(Dollars in Thousands)

Biennial Change
F.Y. 200 F.Y. 1
Agency Summar Actual Actual Budgeted 0 200 2000-01 Gov / 1998-99
gency y F.Y. 1997 F.Y. 1998 F.Y. 1999 Governor Governor
Base Recomm. Base Recomm. Dollars Percent
EXPENDITURES BY PROGRAM:
OPERATIONS MANAGEMENT 14,396 13,869 13,410 15,267 15,387 15,361 15,494 3,602 13.2%
INTERTECHNOLOGIES GROUP 11,426 22,613 36,210 12,974 18,877 13,086 17,690 (22,256) -37.8%
FACILITIES MANAGEMENT 12,145 25,899 18,700 9,683 10,203 9,885 9,885 (24,511) -55.0%
MANAGEMENT SERVICES 3,364 4,906 5,337 5,056 5,164 5,166 5,270 191 1.9%
FISCAL AGENT 2,215 3,629 2,243 1,199 1,859 1,201 1,651 (2,362) -40.2%
Total Expenditures 43,546 70,916 75,900 44,179 51,490 44,699 49,990 | (45,336) -30.9%
FINANCING BY FUND:
CARRY FORWARD:
STATE GOVERNMENT SPECIAL REVENUE 395 77 6,370 0 0 0 0
DIRECT APPROPRIATIONS:
GENERAL 15,586 28,222 34,104 13,787 20,450 14,214 18,781
MINNESOTA RESOURCES 0 440 0 0 0 0 0
STATE GOVERNMENT SPECIAL REVENUE 7,020 9,085 11,342 11,057 11,705 11,043 11,767
NATURAL RESOURCES 0 0 50 0 0 0 0
TRUNK HIGHWAY 0 464 0 0 0 0 0
HIGHWAY USERS TAX DISTRIBUTION 0 21 0 0 0 0 0
STATUTORY APPROPRIATIONS:
STATE GOVERNMENT SPECIAL REVENUE 2,202 2,819 3,800 4,100 4,100 4,200 4,200
SPECIAL REVENUE 1,570 2,872 3,200 2,946 2,946 2,946 2,946
FEDERAL 6,187 16,481 7,269 965 965 965 965
AGENCY 10,451 9,793 9,478 11,228 11,228 11,235 11,235
GIFT 135 642 287 96 96 96 96
Total Financing 43,546 70,916 75,900 44,179 51,490 44,699 49,990
FTE BY EMPLOYMENT TYPE:
FULL TIME A 246.0 245.1 268.7 263.7 268.7 263.7 268.7
PART-TIME, SEASONAL, LABOR SER 6.6 6.3 1.0 1.0 15 1.0 1.5
OVERTIME PAY 0.9 0.8 0.2 0.2 0.2 0.2 0.2
Total Full-Time Equivalent 253.5 252.2 269.9 264.9 2704 264.9 270.4
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Agency Budget Brief
($ in thousands)
Agency: Administration, Department of Fund: General
F.Y. 2000 F.Y. 2001 Biennium Radio Tower ($315,000), and a legislative study on pretrial release ($100,000)
have been removed.
BASE-YFAR (F.Y. 1999) ® Budget guidelines allow for an increase of $18,000 for Statewide Administra-
Appropriations (F.Y. 1999) $31,267 $31,267 $62,534

tion Systems, $323,000 for documented space rental changes, and $892,000
BASE ADJUSTMENT for compensation-related adjustments.
® A reduction of $562,000 reflects to the sunset of the [ISAC program.

égz?ﬁz:txgp%ﬁ% é’;(s)grams as (1;3‘?) as (2);?) 36 32) The Department of Finance is transferring $500,000 to Admin to cover the
Doc. Space Rental/Lease ‘154 169 ‘323 costs of staff performing Help Desk, EDI and report writing support, and user
Statewide Administration Systems 9 9 18 training associated with MAPS. Finally,
2000-01 Sal. & Ben. Base 294 398 892 B $30,000 is taken for the department’s uniform pension bill reduction as
Program/Agency Sunset (281) (281 (562) ired by the budeet instructi
Transfers Between Agencies 250 250 500 required by the budget instructions.
Uniform Pension Bill Red. (5] {as (30
GOVERNOR’S RECOMMENDATION:
BASE LEVEL (for 2000 and 2001) $13,787 $14,214 $28,001
CHANGE ITEMS The Goyemor recommends the agency’s base level funding and the following
‘ change items:
MailComm Funding 120 133 253
Elec. Govt. Svc. Directory Services 725 450 1,175 . .y . . .
Elec. Govt. Sve. Securityr}info. Technology 1,030 830 1.860 B $253,000 tg cover the increased cost of providing mail service operations to
Elec. Govt.. Svc. Security Infrastructure 1,000 400 1,400 state agencies.
Year 2000 Contingency Fund 2,500 -0- 2,500
Connecting Minnesota Network Init. ~0- 2,200 2,200 ® The following Electronic Government Services initiatives sponsored by the
Security Infrastructure - Capitol Complex 520 -0- 520 : : : .
Employee Assistance Program Funding 250 250 500 Information Policy Council (IPC):
Augmentative & Alternative Communica. 210 -0- 210 a1pe . . . . .
Technology Related Assistance for Indiv. 450 450 900 - $1.175 million to provide dlref:tory services mfra.structure as an enab%mg
Citizens’ Suggestion Web Site 50 50 100 technology capable of supporting future Electronic Government Services
Eliminate Funding to State Archaeologist (192) 196 388 initiatives.
GOVERNOR’S RECOMMENDATION $20,450 $18,781 §39,231 - $1.86 million to conduct coordinated security impact analysis and planning
) ) . in state agencies, in preparation for the delivery of secure electronic
Brief Explanation of Budget Decisions: o government services to the citizens of Minnesota.
® Base adjustments include $388,000 for annualization of the network telecom-
munications initiative appropriated during the 1997 legislative session. - $1.4 million to establish a statewide encryption infrastructure to allow
® One-time appropriations total ($18,031) per year: the Year 2000 Project agencies to meet their security responsibility to “protect computerized
($15.171 million), repair and replacement of state facilities ($2.250 million), information in a manner commensurate with its sensitivity, value, criticality,
Governor’s Portrait ($20,000), the STAR Program ($175,000), Pioneer Public and in accordance with M.S. Chapter 13.”
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Agency Budget Brief

Agency: Administration, Department of Fund: General
(Continuation)

B $2.5 million in Year 2000 contingency funds needs to be available for
emergency failure of systems, electronic equipment, and state business partners.

B8 $2.2 million in F.Y. 2001 for electronic hardware/software to provide statewide
infrastructure development through the Connecting Minnesota Project.

8 $520,000 for a Capitol Complex security infrastructure.

8 $500,000 for the Employee Assistance Program to meet the demand for clinical
and organizational services addressing problems negatively affecting employee
performance and organizational effectiveness.

B $210,000 for the STAR program to develop a statewide Augmentative and
Alternative Communication (ACC) Education and Recycling grant program,
and $900,000 for the STAR program to develop a statewide technology-related
assistance program for individuals of all ages with disabilities.

E $100,000 for a new Citizens’ Suggestion Web Site to provide greater input
from Minnesotans on improving state government operations and services.

® A reduction of $388,000 reflecting the elimination of agency funding of the
Office of the State Archaeologist.
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Agency Budget Brief
(8§ in thousands)

Agency: Administration, Department of Fund: State Government Special Revenue

BASE YEAR (F.Y. 1999) F.Y.1999 F.Y.2000 F.Y.2001 Biennium
Appropriations (F.Y. 1999) $10,987  $11,054 $11,040  $22,094
BASE ADJUSTMENT
Statewide Administration System 3 3 6

BASE LEVEL (FOR 1999-2001) $11,057 $11,043 $22,100
CHANGE ITEMS
Metro Radio Board
(F.Y. 1999 Supplement) 465 648 724 1372

GOVERNOR’S RECOMMENDATIONS $11,452  $11,705 $11,767  $23,472

Brief Explanation of Budget Decisions:

B Budget guidelines allow for an increase of $6,000 for Statewide Administra-
tion Systems.

B The current 9-1-1 fee is set at 27 cents, based on F.Y. 1999 estimated costs and
an assumed average subscriber count of 3.7 million.

B M.S. 473.901 requires the Department of Administration to include a portion
of the Metropolitan Radio Board budget in its request for legislative appropria-
tions. The Board has increased its F.Y. 1999 budget request by $465
thousand. This request is for $1.837 million for the period through F.Y. 2001.
Existing 9-1-1 fee collections are sufficient to cover this added expense.

GOVERNOR’S RECOMMENDATION:

The Governor recommends the agency base level funding and an increase to base
for anticipated costs of the 9-1-1 Emergency Services program from the State
Government Special Revenue Fund.
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Agency: Administration, Department of

BASE YEAR (F.Y. 1999) F.Y. 2000
Budget Appropriations (F.Y. 1999) $50
BASE ADJUSTMENT
One-Time Appropriations (50)
BASE LEVEL (FOR 2000-2001) -0-
GOVERNOR’S RECOMMENDATION -0-

Brief Explanation of Budget Decisions:

2000-01 Biennial Budget
Agency Budget Brief
(8 in thousands)

Fund: Natural Resources

F.Y. 2001 F.Y. 00-01
$50 $50

(50) (50)

-0- -0-

-0- -0-

B This base adjustment reduction is for a one-time appropriation of $50,000 for
a watercraft fuel study in accordance with Laws of Minnesota 1998, Chapter

401, Section 9.
GOVERNOR’S RECOMMENDATIONS:

The Governor concurs with the agency request.



2000-01 Biennial Budget
Agency Level Revenue Summary

AGENCY: Administration, Department of (Admin)

REVENUE SOURCES: The Department generates both nondedicated and
dedicated revenue. The non-dedicated revenue is generated through the receipts
collected for resource recovery/recycling activities. These receipts are estimated to
be nearly $105,000 for F.Y. 1999.

Dedicated revenue is generated through various activities and from both govern-
mental and nongovernmental sources. Revenues generated from these sources are
deposited in special revenue, agency, and federal accounts. For the F.Y. 1998-99
biennium, special revenue funds account for approximately 9% of the department
budget, agency funds 5%, and federal funds 6%.

The Developmental Disabilities Council and the STAR program receive federal
grant dollars. The STAR program is unsure of future federal funding for its
program in the F.Y. 2000-2001 biennium.

Revolving funds account for nearly 60% of the department’s budget. Fees are
generated through rates charged to customers for services and products. These
funds are shown separately throughout the budget document on individual financial
pages. The revenue collected is deposited into specific accounts in the state
system. They do not appear in the biennial budget numbers.

FEE STRUCTURE: Several programs authorized through state statutes require
the Department of Administration to operate programs through user fees. Fees are
established to recover the cost of providing these services to various clients.

Special Revenue Fund: Parking revenue is generated through fees to state
employees and agencies using state-owned parking space. State employees in the
Commuter Van Program pay fees based on the use of state vehicles driving
between home and work. The Minnesota Office of Citizenship and Volunteer
Services generates a small amount of revenue through the sale of memberships,
books and products.

State Government Special Revenue Fund: Building Codes generates revenue
through surcharge fees and other miscellaneous fees collected for plan reviews,
inspections, certifications, and licenses. The 9-1-1 Program generates revenue
through telephone subscriber fees.

Agency Fund: Pass-through revenue is generated from state employees electing
to purchase discounted bus tickets used for commuting between work and home.
The postage account generates pass-through revenue by charging state agencies
postage for their federal mailings.

Federal Funds: The Developmental Disabilities Council and the STAR Program
receive federal funds for their operations and granting activities.

RECENT CHANGES: Market conditions have an impact on the department’s
revenue collections. When the economy is good, as is the current condition,
revenues trend upward. The construction market directly affects building code
revenues and the number of phones in use dictates 9-1-1 revenues. Parking
revenues are dependent upon employee counts and the availability of parking
spaces. In general, all of these programs have grown at a moderate rate over recent
years.

The 9-1-1 Program recently increased revenues due to 1997 legislation expanding
the scope of the enhanced 9-1-1 fee, requiring collection from the wireless access
service providers. Effective 7-1-98, the fee was increased to 27 cents to cover the
costs of implementing wireless enhanced 9-1-1. This was an increased fee of 5
cents per phone. In addition, the Metro Radio Board has requested an increase in
their 1999 budget, directly affecting the 9-1-1 budget.

Federal funding for the STAR program was reduced by 33% in F.Y. 1999. This
federally mandated reduction will necessitate the program to reduce services based
on customer preferences and pursue other funding sources. The U.S. Secretary of
Education will determine if Minnesota receives future federal funding under the
Assistive Technology Act of 1998.

FORECAST BASIS: The revenues are estimated based on volume and cost
projections. Increases are projected due to the positive economic climate and the
increasing use of technology. Legislative mandates have increased 9-1-1 revenues
and decreased federal revenues in the STAR program.

CHANGE ITEMS: M.S. 473.901 requires the Department of Administration to
include a portion of the Metropolitan Radio Board budget in its request for the
legislative appropriation. The Board submitted an increase to their 1999 budget in
the amount of $465 thousand. A supplemental appropriation is requested to allow
the Department of Administration to comply with the Metro Radio Board budget
request. Existing 9-1-1 fee collections are sufficient to cover this added expense.
No fee increase is requested.
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Agency: ADMINISTRATION DEPT

State of Minnesota

2000-2001 Biennial Budget
(Dollars in Thousands)

Biennial Change

Summary of Adency Revenues Actual Actual Budgeted F.Y. 2000 F.Y. 2001 2000-01 Gov / 1998-99
ry of Agency F.Y.1997 | F.Y.1998 | F.Y.1999 Governor Governor :
Forecast Recomm. Forecast Recomm. Dollars Percent
NON-DEDICATED REVENUE:
DEPARTMENTAL EARNINGS (INTER-AGENCY):
GENERAL 191 167 105 107 107 110 110 (55) -20.2%
DEPARTMENTAL EARNINGS:
STATE GOVERNMENT SPECIAL REVENUE 2.966 0 0 0 0 0 0 0
OTHER REVENUES:
GENERAL 1 1 1 0 0 0 0 (2) -100.0%
OTHER SOURCES:
GENERAL 12 4 0 0 0 0 0 (4) -100.0%
TAXES:
GENERAL 165 100 0 0 0 0 0 (100) -100.0%
Total Non-Dedicated Receipts 3.335 272 106 107 107 110 110 (161) -42.6%
DEDICATED RECEIPTS:
DEPARTMENTAL EARNINGS (INTER-AGENCY):
SPECIAL REVENUE 1.708 1.881 2.387 2.456 2.456 2479 2.479 667 15.6%
AGENCY 171 189 228 228 228 235 235 46 11.0%
DEPARTMENTAL EARNINGS:
STATE GOVERNMENT SPECIAL REVENUE 8.822 14.136 15.705 16.902 16.902 17.734 17.734 4,795 16.1%
SPECIAL REVENUE 24 27 18 18 18 18 18 (9 -20.0%
GRANTS:
STATE GOVERNMENT SPECIAL REVENUE 267 442 500 0 0 0 0 (942) -100.0%
FEDERAL 6.465 15.308 7.278 965 965 965 965 (20.656) -91.5%
GIFT 10 40 0 0 0 0 0 (40) -100.0%
OTHER REVENUES:
GENERAL 0 0 25 0 0 0 0 (25) -100.0%
STATE GOVERNMENT SPECIAL REVENUE 66 93 130 30 30 30 30 (163) -73.1%
SPECIAL REVENUE 358 1.446 1.406 1.414 1414 1414 1.414 (24) -.8%
AGENCY 9.986 9,845 9.251 11.000 11.000 11.000 11.000 2.904 15.2%
GIFT 180 387 108 90 90 90 90 (315) -63.6%
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Agency: ADMINISTRATION DEPT

State of Minnesota

2000-2001 Biennial Budget
(Dollars in Thousands)

Biennial Change
Y. Y.
s f A Revenu Actual Actual Budgeted F.Y. 2000 F.Y. 2001 2000-01 Gov / 1998-99
ummary of Agency Revenues F.Y.1997 | F.Y.1998 [ F.Y.1999 Governor Governor
Forecast Recomm. Forecast Recomm. Dollars Percent
DEDICATED RECEIPTS:
OTHER SOURCES:

SPECIAL REVENUE 0 0 17 0 0 0 0 an -100.0%

AGENCY 0 179 0 0 0 0 0 (179) -100.0%

GIFT 0 0 6 6 6 6 6 6 100.0%
Total Dedicated Receipts 28.057 43.973 37.059 33.109 33.109 33.971 33.971 (13.952) -17.2%
Agency Total Revenues 31.392 44.245 37.165 33.216 33.216 34.081 34.081 (14.113) -17.3%
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2000-2001 Biennial Budget
Federal Funds Summary

($ in Thousands)

Agency: Administration

Federal Funds Summary:

Developmental Disabilities Council (DDC)

2 Importance of federal funds to agency operations and programs: Federal
funds provide 95% of the Council’s operating and program budget. Not less
than 65% of each year’s grant must be allocated to programs and activities that
will result in increased independence, productivity, integration, and inclusion
of people with developmental disabilities and their families in the community.
The balance of each year’s grant is for operating purposes.

& Significant changes in program funding or guidelines in past year:
During 1993-1994, Congress passed the Government Performance and Results
Act (GPRA). Federal government effectiveness and public accountability are
promoted under GPRA. Results, service quality, and customer satisfaction are
the focus. Clear goals, objectives, and measurements, and actual results that
really matter to citizens are central themes.

The Council’s funding is from the Administration on Developmental
Disabilities (ADD). As a federal agency, the ADD is covered under GPRA and
the Council, as a grant recipient, is also covered.

The Council is investing in a quality initiative based on the Malcolm Baldridge
National Quality Award Criteria and requiring that 4 of our key suppliers (grant
recipients) align themselves with the Council to achieve our intended results.
The Council and key suppliers will be conducting self-assessments during the
next grant year.

B Areas at risk of future funding cuts or possible increases: Federal funds
were reduced in F.F.Y. 1996 due to general Congressional budget reductions.
The final allocation received in F.F.Y. 1996 ($963,734) was a 7.3% reduction
over F.F.Y. 1995; we have since recovered only 1% of that loss in subsequent

funding years. The Council will be level funded in F.F.Y. 1999. Projected

funding for FFYs 2000 and 2001 is estimated at the F.F.Y. 1999 level.

System of Technology to Achieve Results (STAR)

Importance of federal funds to agency operations and programs:
Beginning on 10-1-98, STAR will enter the 10th year of federal funding under
the Technology Related Assistance for Individuals with Disabilities Act (Tech
Act). This act is scheduled to sunset on 9-30-99. A new law, the Assistive
Technology Act of 1998, was signed by President Clinton 11-13-98. The
Secretary of Education will determine if states such as Minnesota, who have
received federal funding for 10 years, will receive federal funds during the
next 3 years. No determination on future federal funding has been made to
date. If Minnesota does not receive additional federal funds, the STAR
program will end 9-30-99.

Significant changes in program funding or guidelines in past year: The
federal appropriation ($569,300), combined with the state appropriation
($175,000), has allowed the STAR program to continue to provide a
consumer-driven, comprehensive program of technology-related assistance for
individuals of all ages with disabilities. Beginning 10-1-98, STAR will

. receive federal funds in the amount of $379,533. With this statutory mandated

decrease, STAR will reduce its services based on customer preference and
pursue other funding sources.

Areas at risk of future funding cuts or possible increases: As discussed
above, the U.S. Secretary of Education will determine if Minnesota and 9 other
states will receive additional federal funding under the Assistive Technology
Act of 1998.
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Agency: Administration

Developmental Disabilities Council (DDC)

Yes

2000-2001 Biennial Budget

Federal Funds Summary (Cont.)

($ in Thousands)

SO/GI

$965

$965

$965

$965

System of Technology to Achieve Results (STAR)

Yes

SO

569

380

-0-

-0-

KEY:

SO - State Operations
GPS - Grants to Political Subdivisions
GI - Grants to Individuals
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2000-01 Biennial Budget

PROGRAM: Operations Management
AGENCY: Administration, Department of (Admin)

PROGRAM PROFILE:

The Operations Management Bureau (OMB) provides a range of operating support
services to state government. These services are provided as cost-effective
alternatives to decentralized administrative services and allow agencies to focus
more of their limited resources on mission-specific activities.

By statute, OMB is responsible for the following:

Operating a central motor pool.

Operating an employee commuter van program.

Offering centralized travel services.

Operating a mailing system within the city of St. Paul.

Providing centralized printing and duplicating services.

Overseeing publication and sale of official documents and providing for their
sale.

Publishing and distributing certain state documents, including the State Register
and Guidebook to State Agency Services.

Providing micrographic services and products.

Purchasing supplies, materials and equipment for state agencies.

Supervising and approving all state contracts and purchasing.

Operating a cooperative purchasing program for other government entities
within the state.

Administering a small business procurement program.

Coordinating federal and state surplus property disposal.

Providing supplies and equipment through a central store.

Offering insurance programs and providing related risk management services.
Operating a state information, technical assistance and promotion center for
volunteer programs.

Facilitating citizen participation in local governance and public problem
solving.

STRATEGIES AND PERFORMANCE:

OMB strives to honor the department mission by providing “services of such high

quality and value that they are sought after by our customers.” Bureau activities
that met this objective during the 1998-99 biennium include the following:

B A major procurement reform initiative that streamlined, modernized and
recodified the state’s procurement statutes.

B Certification from the Council of Great Lakes Governors and the printing
Industry of Minnesota as a “Great Printer” for meeting the highest standards of
environmental responsibility, including recyled paper stock usage in excess of
98% and use of recyled ink.

B Partnership with the Minnesota Alliance with Youth, the adult/youth collabora-
tion whose 1998 statewide meeting featured Retired General Colin Powell and
Vice President Al Gore.

& Disaster relief efforts to Minnesota’s cities and townships, resulting in the
distribution of more than 1 million sandbags, as well as generators, blankets
and other emergency items.

B Conversion of previously paid-subscription-only information about state
government—sState Register, Contracts Supplement and Guidebook to State
Agency Services—to free availability on the World Wide Web.

B An emergency relocation of motor pool and central stores operations without
any significant disruption in service to customers.

B A statistical analysis of public purchasing to ascertain the appropriate
constitutional scope of Minnesota’s affirmative action programs for state
procurement.

OMB was unable to implement the 1997 prescription drug contracting law.
However, despite the veto of the related appropriation, the bureau worked with
advocates of the bill to develop a survey of Minnesota pharmacies whose voluntary
participation would be essential to implementation. The survey showed that
pharmacies were not satisfied with the economic incentives for them to participate.

Because OMB operations are largely funded through fees paid by customers who

are not required to use them, the bureau must exercise strict business discipline to
provide services that match other options in price, quality and convenience.
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2000-01 Biennial Budget

PROGRAM: Operations Management
AGENCY: Administration, Department of (Admin)
(Continuation)

Key specific performance objectives for the 2000-2001 biennium include the
following:

B Maintain long-term vehicle lease rates at least 30% below private sector pricing
for comparable vehicles and services.

® Maintain pricing for printing jobs at least 5% below the average private sector
price for comparable products and services.

® Generate savings to state and local government in excess of $50 million
annually as a result of centralized acquisition services.

B Maintain an annual operating expense ratio within our risk management
division that is at least 15% less than the insurance industry average.

FINANCING INFORMATION:

OMB’s General Fund appropriation pays for oversight of state purchasing, central
mail processing, and the activities of the Office of Citizenship and Volunteer
Services and its partner, the Minnesota Alliance with Youth.

The majority of the bureau’s revenues are generated through revolving funds where
customers pay for products and services: vehicle leasing, property and casualty
insurance, office supplies, printing, publications, etc.

F.Y.1998 BUREAU EXPENDITURES BY FUND

Revolving Fund-$19,594

$219-Special Revenue Fund

4,152-
$100-Gift Funds $4,152-General Fund

$9,398-Agency Fund

(Figures in thousands)

GOVERNOR’S RECOMMENDATION:

The Governor recommends base level funding and a biennial increase of $253,000
for increased costs of the General Fund activities of MailComm.
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State of Minnesota
2000-2001 Biennial Budget
(Dollars in Thousands)
Agency: ADMINISTRATION DEPT

Program: OPERATIONS MANAGEMENT

F.Y. 2000 F.Y. 2001 Biennial Change
Program Summar Actual Actual Budgeted 2000-01 Gov / 1998-99
°g mary F.Y. 1997 F.Y.1998 | F.Y.1999 Governor Governor
Base Recomm. Base Recomm. Dollars Percent
EXPENDITURES BY ACTIVITY:
MATERIALS MANAGEMENT 3,229 3,308 2,904 2,984 2,984 3,060 3,060 (168) 2.7%
TRAVEL MANAGEMENT 0 188 111 111 111 111 111 (77) -25.8%
COMMUNICATIONS.MEDIA 10,844 9,946 9,823 11,592 11,712 11,603 11,736 3,679 18.6%
MN OFFICE CITZ & VOLUNTEER SVS 323 427 572 580 580 587 587 168 16.8%
Total Expenditures 14,396 13,869 13,410 15,267 15,387 15,361 15,494 3,602 13.2%
CHANGE ITEMS: _FUND
(B) MAILCOMM FUNDING GEN 120 133
Total Change Items 120 | 133
FINANCING BY FUND:
DIRECT APPROPRIATIONS:
GENERAL 4,073 4,152 3,952 4,061 4,181 4,155 4,288
STATUTORY APPROPRIATIONS:
SPECIAL REVENUE 9 219 135 135 135 135 135
AGENCY | 10,298 | 9,398 9,250 11,000 11,000 | 11,000 11,000
GIFT | 16 | 100 73 71 71 | 71 71
Total Financing 14,396 13,869 13,410 15,267 15,387 15,361 15,494
FTE BY EMPLOYMENT TYPE:
FULL TIME 57.7 59.6 66.4 66.4 66.4 66.4 66.4
PART-TIME, SEASONAL, LABOR SER 1.1 1.6 0.0 0.0 0.0 0.0 0.0
OVERTIME PAY 0.3 0.3 0.0 0.0 0.0 0.0 0.0
Total Full-Time Equivalent 59.1 61.5 66.4 66.4 66.4 66.4 66.4
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2000-01 Biennial Budget
BUDGET ACTIVITY: Risk Management Division
PROGRAM: Operations Management
AGENCY: Administration, Department of (Admin)

ACTIVITY PROFILE:

The Risk Management Division (RMD), operating under legislative authority of
M.S. 16B.85, provides 3 major areas of service to state departments, agencies,
boards, bureaus and commissions:

B Manage the Risk Management Fund (RMF), which operates as the state’s
~ internal insurance company providing property and casualty insurance
coverage.
B Purchase commercial insurance to meet agencies’ needs when the placement
of the insurance may not be appropriate in the RMF.
® Provide risk and insurance management consulting services on a wide variety
of issues.

STRATEGIES AND PERFORMANCE:
RMD is dedicated to controlling operating expenses to keep them below those of
the commercial insurance industry. In addition, a dividend policy allows the return

of funds with interest to agencies when the line of insurance has a positive balance.
As of F.Y. 1999 the total dividends distributed exceeds $2.4 million.

LINES OF INSURANCE

Auto Liability-40.7%

Comp & Collision-9.4%

Other-4.0%

General Liability-16.4%

Property-29.5%

The division has an advisory committee made up of representatives from state
agencies, private sector and academia.
FINANCING INFORMATION:

Funding is received from premiums charged to agencies for their risks that are
underwritten by the RMF and from service charges assessed to premiums
negotiated by the RMD on behalf of the agencies. The growth in revenue reflects
increased agency participation in the property and general liability programs rather
than actual “rate” increases.

No General Fund appropriations are required.

REVENUE BY FISCAL YEAR
6,994,903

6,661,813
6,486,000
/\6 344,584
6,19/7 ]

5,653,015

7,000,000

6,000,000

5,000,000

4,000,000

3,396,543

3,000,000 T T T T T T l
FY95 FY96 FY97 FYS8 FY99 FYO00 FYO01
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BUDGET ACTIVITY: Risk Management 2000-01 BIENNIAL BUDGET
PROGRAM: Operations Management (DOLLARS IN THOUSANDS)
AGENCY: Administration, Department of

REVOLVING FUND ACTIVITY: Risk Management
TYPE OF FUND: Internal Service Fund
FUND NUMBER: 410

* OPERATIONS DATA * * FINANCIAL DATA*
ACTUAL EST/ACT ESTIMATED PROJECTED PROJECTED ACTUAL EST/ACT ESTIMATED
FY 1997 FY 1998 FY 1999 FY 2000 FY 2001 FY 1997 FY 1998 FY 1999
OPERATING REVENUES: ASSETS:
NET SALES 6,122.2 6,366.5 6,344.6 6,661.8 6,994.9 CURRENT ASSETS:
LESS: COST OF SALES
CASH 7,527.1 9,290.6 9,755.2
GROSS PROFIT ON SALES 6,122.2 6,366.5 6,344.6 6,661.8 6,994.9 OTHER CURRENT ASSETS 147.8 326.8 75.0
OTHER REVENUE
TOTAL CURRENT ASSETS 7.674.9 9,617.4 9,830.2
NET REVENUES 6,122.2 6,366.5 6,344.6 6,661.8 6,994.9
NON-CURRENT ASSETS: 0.0 0.0 0.0
LESS: OPERATING EXPENSES: TOTAL ASSETS 7,674.9 9,617.4 9,830.2
CLAIMS 2,313.8 2,685.9 2,660.0 2,926.0 3,218.6
SALARIES 402.6 321.4 365.2 383.5 402.6
SUPPLIES & EXPENSES 2,190.4 1,820.3 2,046.5 2,251.1 2,476.2
INDIRECT COSTS 18.4 326 732 76.8 80.7 LIABILITIES & FUND EQUITY:
AMORTIZATION & DEPRECIATION 1.3 0.0 0.0 0.0 0.0
LIABILITIES:
TOTAL OPERATING EXPENSES 4,926.6 4,860.2 5,144.9 5,637.4 6,178.1
CURRENT LIABILITIES:
DUE GENERAL FUND - CURRENT 0.0 0.0 0.0
OPERATING INCOME (LOSS) 1,1956.6 1,506.3 1,199.7 1,024.4 816.8 MASTER LEASE - CURRENT 0.0 0.0 0.0
OTHER CURRENT LIABILITIES 5,/468.0 6,787.9 5,782.1
NON-OPERATING REVENUES (EXPENSES) 359.3 466.7 370.0 388.5 407.9 TOTAL CURRENT LIABILITIES 5,468.0 6,787.9 5,782.1
NET INCOME (LOSS) 1,654.9 1.973.0 1,569.7 1,412.9 1,224.7 NON-CURRENT LIABILITIES:
DUE GENERAL FUND - NON-CURRENT 0.0 0.0 0.0
BEGINNING RETAINED EARNINGS 542.6 2,191.2 28122 4,032.1 5,077.7 MASTER LEASE - NON-CURRENT 0.0 0.0 0.0
OTHER NON-CURRENT LIABILITIES 18.7 17.3 16.0
PRIOR PERIOD ADJUSTMENT 93.7 (1,352.0) (349.8) (367.3) (385.7)
TOTAL NON-CURRENT LIABILITIES 16.7 17.3 16.0
ENDING RETAINED EARNINGS 2,191.2 28122 4,032.1 5,077.7 5,916.7 .
TOTAL LIABILITIES 5483.7 6,805.2 5,798.1
FUND EQUITY:
CONTRIBUTED CAPITAL-GENERAL FUND 0.0 0.0 0.0
FOOTNOTES TO STATEMENTS:
RETAINED EARNINGS 2,191.2 2,812.2 4,032.1
TOTAL FUND EQUITY 2,191.2 2,812.2 4,032.1
TOTAL LIABILITIES & FUND EQUITY 7,674.9 9,617.4 9,830.2
RATE INCREASE/(DECREASE): 8.30% -2.50% -7.40% 5.00% 5.00%
FIVE YEAR AVERAGE INCREASE/(DECREASEY): 1.68%
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2000-01 Biennial Budget

BUDGET ACTIVITY: Materials Management Division
PROGRAM: Operations Management
AGENCY: Administration, Department of

ACTIVITY PROFILE:

This program provides responsible material and service acquisition and property
disposition through professional and timely services to Minnesota government
through 4 major units: Acquisitions, Business Management, Customer and Vendor
Services, and Stores and Surplus Services. The division has 81 staff, and
facilitates and oversees more than $1.2 billion in state government purchases each
year.

Primary service activities include the following:

B Purchasing.

B Contracting.

# Vendor management—includes recruitment, quality/ performance management,
certification of targeted group/economically disadvantaged (TG/ED) small
businesses, client training and communications.

® Cooperative purchasing program for political subdivisions.

#® Environmental stewardship.

B Procurement management through MAPS (the Minnesota Accounting and
Procurement System).

B State and federal surplus property management.

B Central Stores, the state’s office products retail distribution center ($7 million
annual revenue).

B Pharmaceutical purchasing consortium ($250 million annually on behalf of 30
states).

STRATEGIES AND PERFORMANCE:

MMD ensures that procurement needs of state agencies are met in a timely and
cost-efficient manner through the establishment of state contracts, direct purchases
under central or delegated authority, and the review and approval of profes-
sional/technical and other service contracts. MMD further ensures that all state
agency procurement meets the highest ethical standards, represents the best value
to taxpayers, and demonstrates commitment to legislative policy priorities,
including environmental stewardship and support for small businesses.

MMD sponsored a major legislative initiative in 1998 to reform the state
procurement process. The new law (M.S. 16C) streamlines and modernizes state
purchasing. Among the changes underway: expanded delegation of purchasing
authority to trained individuals within agencies, purchase decisions based on an
analysis of best value rather than low-bid, and an attempt to develop a market for
Corrections Industries products without relying on a statutory monopoly.

The revolving fund activities of MMD (Central Stores, Surplus Services and
Cooperative Purchasing) must continue to provide services that match or exceed
their competitors in price, quality, delivery and convenience.

Key specific performance objectives include the following:

2 Implement and administer the 1998 procurement reform legislation.
- Train at least 95% of all persons requiring training for certification as
authorized local procurement practitioners.
- Encourage and recommend cost-competitive environmentally friendly
products in at least 95% of all appropriate purchases.
- Annually review 33% of all persons with delegated local purchase authority
to audit purchasing practices and facilitate coaching.

® Implement and administer the results of the 1998 disparity study assessing
Minnesota’s TG/ED program.

FINANCING INFORMATION:

The General Fund appropriation covers costs associated with MMD’s oversight of
$1.2 billion per year in state purchasing. Additional revenues are generated
through revolving funds at Central Stores, Surplus Services and Cooperative
Purchasing,.
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Agency: ADMINISTRATION DEPT

Program: OPERATIONS MANAGEMENT

State of Minnesota

2000-2001 Biennial Budget

(Dollars in Thousands)
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Activity: MATERIALS MANAGEMENT
F.Y. 2000 F.Y. 2001 Biennial Change
Budget Activity Summa Actual Actual Budgeted 2000-01 Gov / 1998-99
g ry F.Y. 1997 F.Y. 1998 F.Y. 1999 Governor Governor
Base Recomm. Base Recomm. Dollars Percent
EXPENDITURES BY CATEGORY:
STATE OPERATIONS
PERSONAL SERVICES 2,187 2,371 2,491 2,402 2,402 2,475 2,475 15 3%
OPERATING EXPENSES 1,042 937 413 582 582 585 585 | (183) -13.6%
SUBTOTAL STATE OPERATIONS 3,229 3,308 2,904 2,984 2,984 3,060 3,060 (168) -2.7%
Total Expenditures 3,229 3,308 2,904 2,984 2,984 3,060 3,060 (168) 2.7%
FINANCING BY FUND:
DIRECT APPROPRIATIONS:
GENERAL 3,229 3,308 2,904 2,984 2,984 3,060 3,060
Total Financing 3,229 3,308 2,904 2,984 2,984 3,060 3,060
REVENUE COLLECTED:
NONDEDICATED
GENERAL 18 17 0 0 0 0 0
Total Revenues Collected i8 17 0 0 0 0 0
FTE BY EMPLOYMENT TYPE:
FULL TIME 45.7 47.0 51.2 51.2 51.2 51.2 51.2
PART-TIME, SEASONAL, LABOR SER 0.9 0.9 0.0 0.0 0.0 0.0 0.0
Total Full-Time Equivalent 46.6 47.9 51.2 51.2 51.2 51.2 51.2




BUDGET ACTIVITY:
PROGRAM:
AGENCY:

Materials Management
Operatlons Management
Administration, Department of

REVOLVING FUND ACTIVITY: Central Stores

2000-01 BIENNIAL BUDGET

(DOLLARS IN THOUSANDS)

TYPE OF FUND: Internal Service Fund
FUND NUMBER: 930
* OPERATIONS DATA * * FINANCIAL DATA *
ACTUAL EST/ACT ESTIMATED PROJECTED PROJECTED ACTUAL EST/ACT ESTIMATED
FY 1997 FY 1998 FY 1999 FY 2000 FY 2001 FY 1997 FY 1998 FY 1999
OPERATING REVENUES: ASSETS:
NET SALES 7.346.8 6,954.0 78715 8,107.6 8,350.9 CURRENT ASSETS:
LESS: COST OF SALES 6,174.6 5,857.8 6,449.9 6,643.4 6,842.7
CASH 183.3 62.1 114.0
GROSS PROFIT ON SALES 1,172.2 1,096.2 1,421.6 1,464.2 1,508.2 OTHER CURRENT ASSETS 1,607.2 1,410.6 1.501.9
OTHER REVENUE 0.0 0.0 0.0
TOTAL CURRENT ASSETS 1,790.5 14727 1,615.9
NET REVENUES 1,172.2 1,096.2 1,421.6 1,464.2 1,508.2
NON-CURRENT ASSETS: 11.9 23.2 216
LESS: OPERATING EXPENSES: TOTAL ASSETS 1,802.4 1,495.9 1,637.5
SALARIES 564.9 614.1 603.3 621.4 640.0
SUPPLIES & EXPENSES 378.3 496.2 528.2 544.0 560.4
INDIRECT COSTS 329.1 162.2 195.8 201.7 207.7 LIABILITIES & FUND EQUITY:
AMORTIZATION & DEPRECIATION 7.7 5.7 10.7 107 10.7
LIABILITIES:
TOTAL OPERATING EXPENSES 1.280.0 1,278.2 1,338.0 1,377.8 141838
CURRENT LIABILITIES:
DUE GENERAL FUND - CURRENT 0.0 0.0 0.0
OPERATING INCOME (LOSS) (107.8) (182.0) 83.6 86.4 89.4 MASTER LEASE - CURRENT 0.0 0.0 0.0
OTHER CURRENT LIABILITIES 667.9 537.7 594.5
NON-OPERATING REVENUES (EXPENSES) 0.0 0.0 0.0 0.0 0.0 TOTAL CURRENT LIABILITIES 667.9 537.7 594.5
NET INCOME (LOSS) (107.8) (182.0) 83.6 86.4 89.4 NON-CURRENT LIABILITIES:
DUE GENERAL FUND - NON-CURRENT 0.0 0.0 0.0
BEGINNING RETAINED EARNINGS 491.7 405.1 227.7 311.3 397.7 MASTER LEASE - NON-CURRENT 0.0 0.0 0.0
OTHER NON-CURRENT LIABILITIES 38.4 39.5 40.7
PRIOR PERIOD ADJUSTMENT 21.2 4.6 0.0 0.0 0.0
TOTAL NON-CURRENT LIABILITIES 384 39.5 40.7
ENDING RETAINED EARNINGS 405.1 227.7 3113 397.7 487.1
TOTAL LIABILITIES 706.3 577.2 635.2
FUND EQUITY:
CONTRIBUTED CAPITAL-GENERAL FUND 691.0 691.0 691.0
FOOTNOTES TO STATEMENTS:
RETAINED EARNINGS 405.1 227.7 311.3
TOTAL FUND EQUITY 1,096.1 918.7 1,002.3
TOTAL LIABILITIES & FUND EQUITY 1,802.4 1,495.9 1,637.5
RATE INCREASE/(DECREASE): 0.00% 0.00% 2.00% 0.00% 0.00%
FIVE YEAR AVERAGE INCREASE/(DECREASE): 0.40%
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BUDGET ACTIVITY:
PROGRAM:
AGENCY:

Materials Management
Operations Management
Administration, Department of

REVOLVING FUND ACTIVITY: Surplus Operations

2000-01 BIENNIAL BUDGET

(DOLLARS IN THOUSANDS)

NOTE: Rates are charged on warehousing of other agencies materials which represent only 8% of total Sales.

TYPE OF FUND: Internal Service Fund
FUND NUMBER: 941
* OPERATIONS DATA * * FINANCIAL DATA *
ACTUAL EST/ACT ESTIMATED PROJECTED PROJECTED ACTUAL EST/ACT ESTIMATED
FY 1997 FY 1998 FY 1999 FY 2000 FY 2001 FY 1997 FY 1998 FY 1999
OPERATING REVENUES: ASSETS:
NET SALES 816.7 691.7 750.0 7725 795.0 CURRENT ASSETS:
LESS: COST OF SALES 71.0 0.0 0.0 0.0 0.0
CASH 1,381.0 493.6 409.5
GROSS PROFIT ON SALES 745.7 691.7 750.0 7725 795.0 OTHER CURRENT ASSETS 146.2 61.4 70.0
OTHER REVENUE 0.0 0.0 0.0 0.0 0.0
TOTAL CURRENT ASSETS 1,527.2 555.0 479.5
NET REVENUES 745.7 691.7 750.0 7725 795.0
NON-CURRENT ASSETS: 182.6 202.3 187.7
LESS: OPERATING EXPENSES: TOTAL ASSETS 1,709.8 757.3 667.2
SALARIES 367.9 387.7 400.0 4120 424.4
SUPPLIES & EXPENSES 408.4 368.0 388.9 350.0 360.5
INDIRECT COSTS 282 31.9 332 342 355 LIABILITIES & FUND EQUITY:
AMORTIZATION & DEPRECIATION 18.1 187 220 22.0 240
LIABILITIES:
TOTAL OPERATING EXPENSES 822.6 806.3 844.1 818.2 844.4
CURRENT LIABILITIES:
DUE GENERAL FUND - CURRENT 0.0 0.0 0.0
OPERATING INCOME (LOSS) (76.9) (114.6) (94.1) (45.7 (49.4) MASTER LEASE - CURRENT 0.0 0.0 0.0
OTHER CURRENT LIABILITIES 905.3 66.7 70.0
NON-OPERATING REVENUES (EXPENSES) 0.0 0.0 0.0 0.0 0.0 TOTAL CURRENT LIABILITIES 905.3 66.7 70.0
NET INCOME (LOSS) (76.9) (114.6) (94.1) (45.7) (49.4)f NON-CURRENT LIABILITIES:
DUE GENERAL FUND - NON-CURRENT 0.0 0.0 0.0
BEGINNING RETAINED EARNINGS 583.8 506.9 3923 298.2 252.5 MASTER LEASE - NON-CURRENT 0.0 0.0 0.0
OTHER NON-CURRENT LIABILITIES 234 241 248
PRICR PERIOD ADJUSTMENT 0.0 0.0 0.0 0.0 0.0
TOTAL NON-CURRENT LIABILITIES 234 24.1 248
ENDING RETAINED EARNINGS 506.9 392.3 298.2 252.5 203.1
TOTAL LIABILITIES 928.7 90.8 94.8
FUND EQUITY:
CONTRIBUTED CAPITAL-GENERAL FUND 274.2 2742 2742
FOOTNOTES TO STATEMENTS:
RETAINED EARNINGS 506.9 3923 298.2
TOTAL FUND EQUITY 781.1 666.5 5724
TOTAL LIABILITIES & FUND EQUITY 1,709.8 757.3 667.2
RATE INCREASE/(DECREASE): 11.11% 0.00% 3.12% 0.00% 0.00%
FIVE YEAR AVERAGE INCREASE/(DECREASE): 2.85%
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BUDGET ACTIVITY: Materlals Management

TYPE OF FUND: Internal Service Fund
FUND NUMBER: 940

PROGRAM: Operations Management
AGENCY: Administration, Department of

REVOLVING FUND ACTIVITY: Cooperative Purchasing

2000-01 BIENNIAL BUDGET
(DOLLARS IN THOUSANDS)

* OPERATIONS DATA* * FINANCIAL DATA *
ACTUAL EST/ACT ESTIMATED PROJECTED PROJECTED ACTUAL EST/ACT ESTIMATED
FY 1997 FY 1998 FY 1999 FY 2000 FY 2001 FY 1997 FY 1998 FY 1999
OPERATING REVENUES: ASSETS:
840.9 760.0 775.2 790.7 806.5 CURRENT ASSETS:
LESS: COST OF SALES 0.0 0.0 0.0 0.0 0.0
CASH 853.5 1,239.4 1,0171
GROSS PROFIT ON SALES 840.9 760.0 775.2 790.7 806.5 OTHER CURRENT ASSETS 269.2 46.0 76
OTHER REVENUE 0.0 0.0 0.0 0.0 0.0
TOTAL CURRENT ASSETS 11227 1,285.4 1,024.7
NET REVENUES 840.9 760.0 7752 790.7 806.5
NON-CURRENT ASSETS: 5.4 7.4 5.8
LESS: OPERATING EXPENSES: TOTAL ASSETS 1,128.1 1,292.5 1,030.5
SALARIES 427.6 472.2 627.0 645.8 665.2
SUPPLIES & EXPENSES 295.2 332.6 400.5 4125 424.9
INDIRECT COSTS 1141 218 225 232 239 LIABILITIES & FUND EQUITY:
AMORTIZATION & DEPRECIATION 0.1 1.2 1.2 12 1.2
LIABILITIES:
TOTAL OPERATING EXPENSES 734.0 827.8 1,051.2 1,082.7 1,115.2
. CURRENT LIABILITIES:
DUE GENERAL FUND - CURRENT 0.0 0.0 0.0
OPERATING INCOME (LOSS) 106.9 (67.8) (276.0) (292.0) (308.7) MASTER LEASE - CURRENT 0.0 0.0 0.0
OTHER CURRENT LIABILITIES 221.9 453.7 467.3
NON-OPERATING REVENUES (EXPENSES) 0.0 0.0 0.0 0.0 0.0 TOTAL CURRENT LIABILITIES 221.9 453.7 467.3
NET INCOME (LOSS) 106.9 (67.8) (276.0) (292.0) (308.7)f  NON-CURRENT LIABILITIES:
DUE GENERAL FUND - NON-CURRENT 0.0 0.0 0.0
BEGINNING RETAINED EARNINGS 411.3 892.4 824.6 548.6 256.6 MASTER LEASE -~ NON-CURRENT 0.0 0.0 0.0
OTHER NON-CURRENT LIABILITIES 138 14.2 14.6
PRIOR PERIOD ADJUSTMENT 374.2 0.0 0.0 0.0 0.0
TOTAL NON-CURRENT LIABILITIES 13.8 14.2 14.6
ENDING RETAINED EARNINGS 892.4 824.6 548.6 256.6 (52.1)
TOTAL LIABILITIES 235.7 467.9 481.9
FUND EQUITY:
CONTRIBUTED CAPITAL-GENERAL FUND 0.0 0.0 0.0
FOOTNOTES TO STATEMENTS:
RETAINED EARNINGS 892.4 824.6 548.6
TOTAL FUND EQUITY 8924 824.6 548.6
TOTAL LIABILITIES & FUND EQUITY 1,128.1 1,292.5 1,030.5
RATE INCREASE/(DECREASE): 0.00% 0.00% 0.00% 0.00% 0.00%
FIVE YEAR AVERAGE INCREASE/(DECREASE). 0.00%
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2000-01 Biennial Budget

BUDGET ACTIVITY: Travel Management
PROGRAM: Operations Management
AGENCY: Administration, Department of (Admin)

ACTIVITY PROFILE:
The Travel Management Division (TMD) provides 4 major areas of service to state
government and other public sector customers:

B Daily vehicle rentals

® Long-term vehicle leases

®  Commuter van program for state employees

B Travel consultation and liaison with contracted travel agencies
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STRATEGIES AND PERFORMANCE:

During F.Y. 1998, TMD was required to vacate its site of 21 years in order to
provide space for the new state building that will house the Department of
Revenue. This emergency relocation to a site farther from its state customer base
(296 Chester Street, near Holman Air Field) increased operating costs and
necessitated mid-year rate increases. Nonetheless, the division has been able to
maintain rates that are substantially lower than private sector competitors. Long-
term leases, which represent approximately 90% of the division’s fleet, are still
priced at least 30% below private sector alternatives.

The relocation and changing customer expectations have raised a number of
operational and customer service issues. The division is presently undergoing an
extensive planning process with customers and staff to ensure that current and
emerging customer needs are effectively met in the new location. The division is
already providing a wider range of vehicles and service options and is marketing
to a broader public sector clientele. These trends are expected to continue.

FINANCING INFORMATION:

As arevolving fund organization, TMD generates funding by charging government
customers for services provided. The growth in revenue, illustrated below, reflects
increased agency participation in TMD programs.

No General Fund appropriations are required.

ANNUAL REVENUE

$10,000,000

$9,000,000 $8,315,707

$8,000,000 s

$7,000,000

$6,821,491
$6,000,000 $6.347.829
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State of Minnesota

2000-2001 Biennial Budget

(Dollars in Thousands)

Agency: ADMINISTRATION DEPT
Program: OPERATIONS MANAGEMENT
Activity: TRAVEL MANAGEMENT
F.Y. 2000 F.Y. 2001 Biennial Change
Budget Activity S Actual Actual Budgeted 2000-01 Gov / 1998-99
udget Activity Summary F.Y. 1997 F.Y. 1998 F.Y. 1999 Governor Governor
Base Recomm. Base Recomm. Dollars Percent
EXPENDITURES BY CATEGORY:
STATE OPERATIONS
PERSONAL SERVICES 0 26 28 28 28 28 28 2 3.7%
OPERATING EXPENSES 0 162 83 | 83 83 | 83 83 (79) -32.2%
SUBTOTAL STATE OPERATIONS 0 188 111 111 111 111 111 (77) -25.8%
Total Expenditures 0 188 111 111 111 111 111 (77) -25.8%
FINANCING BY FUND:
STATUTORY APPROPRIATIONS:
SPECIAL REVENUE 0 188 111 111 111 111 111
Total Financing 0 188 111 111 111 111 111
REVENUE COLLECTED:
DEDICATED
SPECIAL REVENUE 0 137 120 120 120 120 120
NONDEDICATED
GENERAL 0 1 0 0 0 0 0
Total Revenues Collected ] 138 120 120 120 120 120
FTE BY EMPLOYMENT TYPE:
FULL TIME 0.0 0.6 0.5 0.5 0.5 0.5 0.5
Total Full-Time Equivalent 0.0 0.6 0.5 0.5 0.5 0.5 0.5
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BUDGET ACTIVITY: Travel Management

PROGRAM: Operations Management
AGENCY: Administration, Department of

REVOLVING FUND ACTIVITY: Travel Management

2000-01 BIENNIAL BUDGET

(DOLLARS IN THOUSANDS)

TYPE OF FUND: Internal Service Fund
FUND NUMBER: 910
o * OPERATIONSﬂDATA * . * FINANCIAL DATA *
ACTUAL EST/ACT ESTIMATED PROJECTED PROJECTED ACTUAL EST/ACT ESTIMATED
FY 1997 FY 1998 FY 1999 FY 2000 FY 2001 FY 1997 FY 1998 FY 1999
OPERATING REVENUES: ASSETS:
NET SALES 7,065.9 8,178.5 9,102.8 10,102.3 10,676.3 CURRENT ASSETS:
LESS: COST OF SALES
CASH 873.6 641.2 7574
GROSS PROFIT ON SALES 7,065.9 8,178.5 9,102.8 10,102.3 10,676.3 OTHER CURRENT ASSETS 1,260.8 1,163.2 1.212.0
OTHER REVENUE
TOTAL CURRENT ASSETS 2,134.4 1,804.4 1,969.4
NET REVENUES 7,065.9 8,178.5 9,102.8 10,102.3 10,676.3
NON-CURRENT ASSETS: 15,112.7 14,610.5 14,861.6
LESS: OPERATING EXPENSES: TOTAL ASSETS 17,2471 16,414.9 16,831.0
SALARIES 726.2 778.2 829.1 915.7 1,036.9
SUPPLIES & EXPENSES 2,948.3 2,814.6 4,022.8 43177 4,522.7
INDIRECT COSTS 2449 2313 2384 2455 253.0 LIABILITIES & FUND EQUITY:
AMORTIZATION & DEPRECIATION 3,588.0 4,140.3 3,933.8 4,838.6 5,080.5
LIABILITIES:
TOTAL OPERATING EXPENSES 7,507.4 7,964.4 9,024.1 10,317.6 10,893.1
CURRENT LIABILITIES:
DUE GENERAL FUND - CURRENT 2,464.5 680.0 1,672.3
OPERATING INCOME (LOSS) (441.5) 2141 78.7 (215.2) (216.8)/ MASTER LEASE - CURRENT 5,330.6 6,150.0 5,740.2
OTHER CURRENT LIABILITIES 1,079.2 1,141.8 508.6
NON-OPERATING REVENUES (EXPENSES) 229.1 45.5 393.5 343.0 3283 TOTAL CURRENT LIABILITIES 8,874.3 7.971.8 7,821.1
NET INCOME (LOSS) (212.4) 259.6 472.2 127.8 1115 NON-CURRENT LIABILITIES:
DUE GENERAL FUND - NON-CURRENT 0.0 0.0 0.0
BEGINNING RETAINED EARNINGS 1,266.4 857.5 1,117.1 1,689.3 17171 MASTER LEASE - NON-CURRENT 6,989.3 6,800.0 6,894.6
OTHER NON-CURRENT LIABILITIES 24.0 24.0 24.0
PRIOR PERIOD ADJUSTMENT (196.5) 0.0 0.0 0.0 0.0
TOTAL NON-CURRENT LIABILITIES 7,013.3 6,824.0 6,918.6
ENDING RETAINED EARNINGS 857.5 _1,117.1 1,589.3 1,717.1 1,828.6
TOTAL LIABILITIES 15,887.6 14,795.8 14,739.7
FUND EQUITY:
CONTRIBUTED CAPITAL-GENERAL FUND 502.0 502.0 502.0
FOOTNOTES TO STATEMENTS:
RETAINED EARNINGS 857.5 11174 1,589.3
TOTAL FUND EQUITY 1,359.5 1,619.1 2,091.3
TOTAL LIABILITIES & FUND EQUITY 17.247.1 16,414.9 16,831.0
RATE INCREASE/(DECREASE): -2.59% 9.70% 0.12% 4.97% 4.90%
FIVE YEAR AVERAGE lNCREASE/(DECREASE): 3.37%
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2000-01 Biennial Budget
BUDGET ACTIVITY: Communications.Media

PROGRAM: Operations Management
AGENCY: Administration, Department of (Admin)

ACTIVITY PROFILE:

The division employs approximately 100 staff and provides key services to
customers through 4 major units of PrintComm, ReComm, MailComm, and
DocuComm.

PrintComm

PrintComm provides a variety of cost-effective graphic services utilizing
innovative technology and personalized customer service to Minnesota govern-
ment.

Services include convenient “quick copying,” networked digital printing, color
copying, high-end film output, design services, file manipulation, offset printing,
finishing, mailing and delivery. Production operations run 24 hours daily during
the week, with customer service accessible from 7 a.m. until 7 p.m. weekdays.

Agencies are assigned a service representative who acts as a liaison between
agencies and production, producing job plans while determining and communicat-
ing customer expectations and providing quotations. Value-added services include
no-cost training programs for agency customers and expert advice on environmen-
tally sound printing options.

State agency customers are not required to send their printing business to
PrintComm. Therefore, attention to timeliness, quality, customer service and
competitive pricing is paramount for the ongoing success of the business.

ReComm—Minnesota’s Bookstore
This activity provides 3 services to the general public and state agencies:

B Minnesota’s Bookstore operates as a centralized publishing house (revolving
fund) for state agency-produced products sold to the public. Minnesota’s
Bookstore provides mail and telephone ordering services to a national customer
base and also serves walk-in customers through its retail operation in the Ford
Building near the State Capitol.

B Mailing List Service operates a centralized production and distribution outlet
for the sale of selected state licensing data to the public.

# Minnesota’s Bookstore publishes the State Register (revolving fund), the
official weekly publication for the State of Minnesota. The Monday edition of
the State Register contains rulemaking activity, official notices, executive
orders of the governor, requests for proposals and commissioners’ orders. The
State Register Contracts Supplement, published on Tuesdays, Wednesdays and
Fridays, contains contract and bid information. Although subscription fees are
charged for printed copies of both publications, electronic versions of both are
available  free  through the division’s Internet web  site
(www.comm.media.state.mn.us).

MailComm

MailComm provides a mailing service (General Fund) including metering and
processing of outgoing federal mail, as well as consultation for agencies on cost-
saving postal programs. This unit provides inter-office services to all state agencies
within the boundaries of St. Paul and has the responsibility for distributing the
federal mail for the Capitol Complex.

MailComm also provides addressing, inserting, pre-sorting and bulk mail service
(revolving fund) resulting in reduced postage costs to state agencies. During F.Y.
1999, Mail Comm will begin providing in-house bar coding of first class and
standard mail to state agencies that will generate additional savings on already
discounted mail.

DocuComm

DocuComm provides document management services (revolving fund) to state and
local government. These services include conversion of documents to microfilm
or compact disk, systems consulting and secure warehouse storage of files or
electronic back-ups.

Over the past 3 years, efforts have been undertaken to improve the business picture
for DocuComm. New services, including computer output microfilm and scanning
paper to compact disk, have been offered. The unit’s financial picture is now
improving, and it has been able to completely cover its costs in F.Y. 1997 and
1998.

STRATEGIES AND PERFORMANCE:

State agencies are not required to utilize state operations for printing, addressing,
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2000-01 Biennial Budget

BUDGET ACTIVITY: Communications.Media
PROGRAM: Operations Management
AGENCY: Administration, Department of
(Continuation)

inserting and records management. Consequently, the division places great
emphasis on customer service, timeliness, quality and competitive pricing.

The concept of having government operations, specifically centralized services,
operate more like a business is appropriate for the activities of the
Communications.Media Division. However, the challenge is running an efficient,
competitive business within the requirements and constraints of state government.

Technology continues to have a major impact on all aspects of this program.
Information technology advances, digital processing of information, computer
networking and electronic access to government information continues to impact
all aspects of this program. Strategies to incorporate technology advances must
include careful evaluation of customer needs, investment costs, and employee
training.

Measurable objectives for the division include the following:

B Maintaining printing prices that are at least 5% below private sector pricing
averages.

8 Producing at least 90% of printing work on paper with a 10% minimum of post-
consumer waste.

B Processing at least 95% of first-class mail within 24 hours.

® Maintaining document conversion products and services at prices that are at
least 5% below private sector pricing averages.

FINANCING INFORMATION:

Virtually all funding for the Communications.Media Division comes from the
products and services it sells to customers. Minnesota’s Bookstore is an enterprise
fund, while DocuComm, MailComm and PrintComm are internal service funds.

The only general fund appropriations in F.Y. 1999 are $529,000 to operate the mail
delivery portion of MailComm and a $44,000 to place the State Register, State

Register Contracts Supplement and the Minnesota Guidebook to State Agency
Services on line.

The following is a brief breakout of revenue sources for the 4 units within the
division:

PrintComm—Annual revenue of approximately $5.5 million (revenue generated
from state agencies and local units of government).

ReComm (Minnesota’s Bookstore}—Annual revenue of approximately $350,000
for the State Register (revenue generated from state agencies publishing material
as well as subscribers) with an additional revenue of approximately $2 million for
Minnesota’s Bookstore and the Mailing List Service (most revenue generated from
the general public).

MailComm—Annual revenue of approximately $560,000 (revenue generated from
state agencies for addressing, inserting and bar coding).

DocuComm—Annual revenue of approximately $1.6 million (revenue generated
from state agencies).

BUDGET ISSUES:

MailComm
The current level of MailComm services cannot be maintained at the current level
of appropriation.
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Agency: ADMINISTRATION DEPT
Program: OPERATIONS MANAGEMENT

State of Minnesota
2000-2001 Biennial Budget
(Dollars in Thousands)

Activity: COMMUNICATIONS.MEDIA
F.Y. 2000 F.Y. 2001 Biennial Change
Budget Activity Summa Actual Actual Budgeted 2000-01 Gov / 1998-99
udget Activity ry F.Y. 1997 F.Y. 1998 F.Y. 1999 Governor Governor
Base Recomm. Base Recomm. Dollars Percent
EXPENDITURES BY CATEGORY:
STATE OPERATIONS
PERSONAL SERVICES 338 323 347 278 368 289 379 77 11.5%
OPERATING EXPENSES | 10,506 9,623 9,476 11,314 11,344 | 11,314 11,357 3,602 18.9%
SUBTOTAL STATE OPERATIONS 10,844 9,946 9,823 11,592 11,712 11,603 11,736 3,679 18.6%
Total Expenditures 10,844 9,946 9,823 11,592 11,712 11,603 11,736 3,679 18.6%
CHANGE ITEMS: _FUND
(B) MAILCOMM FUNDING GEN 120 133
Total Change ltems 120 133
FINANCING BY FUND:
DIRECT APPROPRIATIONS:
GENERAL 546 548 573 592 712 603 736
STATUTORY APPROPRIATIONS:
AGENCY 10,298 9,398 9,250 11,000 11,000 11,000 11,000
Total Financing 10,844 9,946 9,823 11,592 11,712 11,603 11,736
REVENUE COLLECTED:
DEDICATED
AGENCY 9,993 9,844 9,250 11,000 11,000 11,000 11,000
NONDEDICATED
GENERAL 156 87 0 0 0 0 0
Total Revenues Collected 10,149 9,931 9,250 11,000 11,000 11,000 11,000
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State of Minnesota
2000-2001 Biennial Budget
(Dollars in Thousands)

Agency: ADMINISTRATION DEPT
Program: OPERATIONS MANAGEMENT
Activity: COMMUNICATIONS.MEDIA

F.Y. 2000 F.Y. 2001
Budget Activity Summa Actual Actual Budgeted
get Activity ry FY.1997 | F.Y.1998 | F.Y.1999 Governor Governor
Base Recomm. Base Recomm.
FTE BY EMPLOYMENT TYPE:

FULL TIME 8.7 7.9 8.7 8.7 8.7 8.7 8.7
PART-TIME, SEASONAL, LABOR SER 0.0 0.2 0.0 0.0 0.0 0.0 0.0
OVERTIME PAY 0.3 0.3 0.0 0.0 0.0 0.0 0.0
Total Full-Time Equivalent 9.0 8.4 8.7 8.7 8.7 8.7 ' 8.7
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BUDGET ACTIVITY: Communications.Media
PROGRAM: Operations Management
AGENCY: Administration, Department of

REVOLVING FUND ACTIVITY: PrintComm
TYPE OF FUND: Internal Service Fund
FUND NUMBER: 920

2000-01 BIENNIAL BUDGET
(DOLLARS IN THOUSANDS)

* OPERATIONS DATA * * FINANCIAL DATA *
ACTUAL EST/ACT ESTIMATED PROJECTED PROJECTED ACTUAL EST/ACT ESTIMATED
FY 1997 FY 1998 FY 1999 FY 2000 FY 2001 FY 1997 FY 1998 FY 1999
OPERATING REVENUES: ASSETS:
NET SALES 4,993.5 57702 6,318.4 6,539.5 6,768.3 CURRENT ASSETS:
LESS: COST OF SALES 4,028.2 4,623.7 5450.8 5,624.0 5,820.7
. CASH 1,072.4 1,261.0 947.2
GROSS PROFIT ON SALES 965.3 1,146.5 858.6 9155 947.6 OTHER CURRENT ASSETS 941.7 982.4 1,000.6
OTHER REVENUE
TOTAL CURRENT ASSETS 2,014.1 22434 1,947.8
NET REVENUES 965.3 1,146.5 858.6 9165 947.6
NON-CURRENT ASSETS: 435.7 347.4 646.8
LESS: OPERATING EXPENSES: TOTAL ASSETS 2,449.8 2,590.8 _2,594.6
SALARIES 4137 502.3 333.8 347.2 361.1
SUPPLIES & EXPENSES 296.7 263.9 161.1 169.2 177.7
INDIRECT COSTS 180.0 173.1 178.2 187.1 196.5 LIABILITIES & FUND EQUITY:
AMORTIZATION & DEPRECIATION 9.6 11.8 207.8 200.0 200.0
LIABILITIES:
TOTAL OPERATING EXPENSES 900.0 961.2 880.9 903.5 935.3
CURRENT LIABILITIES:
DUE GENERAL FUND - CURRENT 0.0 0.0 0.0
OPERATING INCOME (LOSS) 65.3 18563 (22.3) 12.0 12.3 MASTER LEASE - CURRENT 0.0 0.0 0.0
OTHER CURRENT LIABILITIES 443.1 365.3 373.4
NON-OPERATING REVENUES (EXPENSES) (0.9) 0.0 0.0 0.0 0.0 TOTAL CURRENT LIABILITIES 4431 365.3 3734
NET INCOME (LOSS) 64.4 195.3 (22.3) 12.0 123 NON-CURRENT LIABILITIES:
DUE GENERAL FUND - NON-CURRENT 0.0 0.0 0.0
BEGINNING RETAINED EARNINGS 494.1 558.5 762.9 740.6 752.6 MASTER LEASE - NON-CURRENT 0.0 0.0 0.0
’ OTHER NON-CURRENT LIABILITIES 83.2 97.6 115.6
PRIOR PERIOD ADJUSTMENT 0.0 9.1 0.0 0.0 0.0
TOTAL NON-CURRENT LIABILITIES 83.2 97.6 116.6
ENDING RETAINED EARNINGS 558.5 762.9 740.6 752.6 764.9
TOTAL LIABILITIES 526.3 462.9 489.0
FUND EQUITY:
CONTRIBUTED CAPITAL-GENERAL FUND 1,365.0 1,365.0 1,365.0
FOOTNOTES TO STATEMENTS:
RETAINED EARNINGS 558.5 762.9 740.6
TOTAL FUND EQUITY 1,823.5 2,127.9 2,105.6
TOTAL LIABILITIES & FUND EQUITY 2,449.8 2,590.8 2,594.6
RATE INCREASE/(DECREASE). 0.80% 0.00% 1.60% 3.50% 3.50%
FIVE YEAR AVERAGE INCREASE/(DECREASE): 1.88%
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BUDGET ACTIVITY: Communications.Media
PROGRAM: Operations Management

TYPE OF FUND: Enterprise Fund
FUND NUMBER: 840

AGENCY: Administration, Department of

REVOLVING FUND ACTIVITY: Retail and Editorial Communications (ReComm)

2000-01 BIENNIAL BUDGET

(DOLLARS IN THOUSANDS)

* OPERATIONS DATA * * FINANCIAL DATA *
ACTUAL EST/ACT ESTIMATED PROJECTED PROJECTED ACTUAL EST/ACT ESTIMATED
FY 1997 FY 1998 FY 1999 FY 2000 FY 2001 FY 1997 FY 1998 FY 1999
OPERATING REVENUES: ASSETS:
NET SALES 2,075.5 2,243.4 22705 2,384.0 2,503.2 CURRENT ASSETS:
LESS: COST OF SALES 767.9 813.7 747.7 804.3 843.6
CASH 831.9 903.1 948.2
GROSS PROFIT ON SALES 1,307.6 1,429.7 1,522.8 1,579.7 1,659.6 OTHER CURRENT ASSETS 678.3 722.6 767.3
OTHER REVENUE
TOTAL CURRENT ASSETS 1,610.2 1,625.7 1,715.5
NET REVENUES 1,307.6 1,429.7 1,622.8 1,579.7 1,650.6
NON-CURRENT ASSETS: 100.7 116.6 114.2
LESS: OPERATING EXPENSES: TOTAL ASSETS 1,610.8 1,742.3 1,829.7
SALARIES 777.4 697.6 752.7 790.3 829.8
SUPPLIES & EXPENSES 4955 544.0 568.9 586.0 603.5
INDIRECT COSTS 78.6 89.2 93.3 96.0 98.8 LIABILITIES & FUND EQUITY:
AMORTIZATION & DEPRECIATION 21.4 42.4 40.0 38.0 35.0
LIABILITIES:
TOTAL OPERATING EXPENSES 1,372.9 1,373.2 1/454.9 1,510.3 1,567.1
CURRENT LIABILITIES:
DUE GENERAL FUND - CURRENT 0.0 0.0 0.0
OPERATING INCOME (LOSS) {65.3) 56.5 67.9 69.4 925 MASTER LEASE - CURRENT 0.0 0.0 0.0
OTHER CURRENT LIABILITIES 324.6 398.0 415.0
NON-OPERATING REVENUES (EXPENSES) (38.3) 0.0 0.0 0.0 0.0 TOTAL CURRENT LIABILITIES 324.6 398.0 4150
NET INCOME (LOSS) {103.6) 56.5 67.9 69.4 92.5 NON-CURRENT LIABILITIES:
DUE GENERAL FUND - NON-CURRENT 0.0 0.0 0.0
BEGINNING RETAINED EARNINGS 840.4 742.8 799.3 867.2 936.6 MASTER LEASE - NON-CURRENT 0.0 0.0 0.0
OTHER NON-CURRENT LIABILITIES 48.6 50.0 52.5
PRIOR PERIOD ADJUSTMENT 6.0 0.0 0.0 0.0 0.0
TOTAL NON-CURRENT LIABILITIES 48.6 50.0 52.5
ENDING RETAINED EARNINGS 742.8 799.3 867.2 936.6 1,029.1
TOTAL LIABILITIES 3732 448.0 467.5
FUND EQUITY:
CONTRIBUTED CAPITAL-GENERAL FUND 495.0 495.0 495.0
FOOTNOTES TO STATEMENTS:
Statements include both the Bookstore and the State Register. RETAINED EARNINGS 742.8 799.3 867.2
Rate change percentages are for the State Register only.
TOTAL FUND EQUITY 1,237.8 1,294.3 1,362.2
TOTAL LIABILITIES & FUND EQUITY 1,610.9 1,742.3 1,829.7
RATE INCREASE/(DECREASE): 0.00% 0.00% 22.50% 4.00% 4.00%
FIVE YEAR AVERAGE INCREASE/(DECREASE): 6.10%
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BUDGET ACTIVITY: Communications.Media
PROGRAM: Operations Management
AGENCY: Administration, Department of

REVOLVING FUND ACTIVITY: DocuComm
TYPE OF FUND: Internal Service Fund
FUND NUMBER: 870

2000-01 BIENNIAL BUDGET

(DOLLARS IN THOUSANDS)

* OPERATIONS DATA * * FINANCIAL DATA *
ACTUAL EST/ACT ESTIMATED PROJECTED PROJECTED ACTUAL EST/ACT ESTIMATED
FY 1997 FY 1998 FY 1999 FY 2000 FY 2001 FY 1997 FY 1998 FY 1999
OPERATING REVENUES: ASSETS:
NET SALES 1,139.2 1,360.3 1,610.1 1,658.4 1,708.1 CURRENT ASSETS:
LESS: COST OF SALES 61.8 152.8 170.9 175.8 181.1
CASH 84.4 1267 2118
GROSS PROFIT ON SALES 1,077.4 1,207.5 1,439.2 1,482.6 1,527.0 OTHER CURRENT ASSETS 195.6 2223 2323
OTHER REVENUE
TOTAL CURRENT ASSETS 280.0 349.0 444.1
NET REVENUES 1,077.4 1,207.5 1,439.2 1,482.6 1,627.0
. NON-CURRENT ASSETS: 241 190.1 2136
LESS: OPERATING EXPENSES: TOTAL ASSETS 304.1 539.1 657.7
SALARIES 634.1 696.4 716.3 745.0 7747
SUPPLIES & EXPENSES 374.4 418.6 508.1 528.4 5495
INDIRECT COSTS 56.2 20.7 37.3 39.1 41.0 LIABILITIES & FUND EQUITY:
AMORTIZATION & DEPRECIATION 10.8 36.0 517 50.0 48.0
LIABILITIES:
TOTAL OPERATING EXPENSES 1,074.5 1,180.6 1,3134 1,362.5 14132
CURRENT LIABILITIES:
DUE GENERAL FUND - CURRENT 0.0 0.0 0.0
OPERATING INCOME (LOSS) 2.9 26.9 1268 120.1 113.8 MASTER LEASE - CURRENT 1.8 40.0 40.0
OTHER CURRENT LIABILITIES 179.0 214.0 248.7
NON-OPERATING REVENUES (EXPENSES) 1.2 0.5 (4.8) 0.5 0.5 TOTAL CURRENT LIABILITIES 180.8 254.0 288.7
NET INCOME (LOSS) 4.1 27.4 121.0 120.6 1143 NON-CURRENT LIABILITIES:
DUE GENERAL FUND - NON-CURRENT 0.0 0.0 0.0
BEGINNING RETAINED EARNINGS (162.1) (188.0) (129.0) (8.0) 112.6 MASTER LEASE - NON-CURRENT 15.8 153.0 113.0
OTHER NON-CURRENT LIABILITIES 20.5 16.1 18.0
PRIOR PERIOD ADJUSTMENT 0.0 1.8 0.0 0.0 0.0
TOTAL NON-CURRENT LIABILITIES 36.3 169.1 1320
ENDING RETAINED EARNINGS (158.0 (129.0) (8.0) 112.6 226.9
TOTAL LIABILITIES 2171 423.1 420.7
FUND EQUITY:
CONTRIBUTED CAPITAL-GENERAL FUND 245.0 245.0 245.0
FOOTNOTES TO STATEMENTS:
RETAINED EARNINGS (158.0) (129.0) (8.0)
TOTAL FUND EQUITY 87.0 116.0 237.0
TOTAL LIABILITIES & FUND EQUITY 304.1 539.1 657.7
RATE INCREASE/(DECREASE). 2.98% 3.01% 2.10% 5.00% 5.00%
FIVE YEAR AVERAGE INCREASE/(DECREASE): 3.62%
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BUDGET ACTIVITY: Communications.Media
PROGRAM: Operations Management
AGENCY: Administration, Department of

REVOLVING FUND ACTIVITY: MailComm
TYPE OF FUND: Internal Service Fund
FUND NUMBER: 980

2000-01 BIENNIAL BUDGET
(DOLLARS IN THOUSANDS)

FIVE YEAR AVERAGE INCREASE/(DECREASE):

3.58%

* OPERATIONS DATA * * FINANCIAL DATA *
ACTUAL EST/ACT ESTIMATED PROJECTED PROJECTED ACTUAL EST/ACT ESTIMATED
FY 1997 FY 1998 FY 1999 FY 2000 FY 2001 FY 1997 FY 1998 FY 1999
OPERATING REVENUES: . ASSETS:
NET SALES 332.8 3433 558.2 575.0 592.0 CURRENT ASSETS:
LESS: COST OF SALES 0.0 0.0 0.0 0.0 0.0
CASH 140.2 164.3 163.4
GROSS PROFIT ON SALES 332.9 343.3 558.2 575.0 592.0 OTHER CURRENT ASSETS 60.8 44.0 94.9
OTHER REVENUE
TOTAL CURRENT ASSETS 210.0 208.3 2583
NET REVENUES 3328 343.3 558.2 575.0 592.0
NON-CURRENT ASSETS: 33 25 207.0
LESS: OPERATING EXPENSES: TOTAL ASSETS 213.3 210.8 465.3
SALARIES 2213 2444 312.4 324.9 337.9
SUPPLIES & EXPENSES 67.1 92.9 1484 158.2 166.2
INDIRECT COSTS 21.0 13.8 16.3 14.7 16.4 LIABILITIES & FUND EQUITY:
AMORTIZATION & DEPRECIATION 3.6 0.8 65.5 64.0 64.0
LIABILITIES:
TOTAL OPERATING EXPENSES 313.0 3519 542.6 561.8 £83.5
CURRENT LIABILITIES:
DUE GENERAL FUND - CURRENT 0.0 0.0 0.0
OPERATING INCOME (LOSS) 19.9 (8.6) 16.6 13.2 85 MASTER LEASE - CURRENT 0.0 0.0 50.0
OTHER CURRENT LIABILITIES 35.6 40.6 43.0
NON-OPERATING REVENUES (EXPENSES) 0.0 0.0 (14.5 (12.0) __(9.0) TOTAL CURRENT LIABILITIES 365.6 40.6 93.0
NET INCOME (LOSS) 19.9 (8.6) 1.1 1.2 (0.5)] NON-CURRENT LIABILITIES:
DUE GENERAL FUND - NON-CURRENT 0.0 0.0 0.0
BEGINNING RETAINED EARNINGS 74.6 94.5 86.1 87.2 88.4 MASTER LEASE - NON-CURRENT 0.0 0.0 200.0
OTHER NON-CURRENT LIABILITIES 15.9 16.9 17.9
PRIOR PERIOD ADJUSTMENT 0.0 0.2 0.0 0.0 0.0
TOTAL NON-CURRENT LIABILITIES 15.9 16.9 217.9
ENDING RETAINED EARNINGS 94.5 86.1 87.2 88.4 87.9
TOTAL LIABILITIES 51.5 57.5 310.9
FUND EQUITY:
CONTRIBUTED CAPITAL-GENERAL FUND 67.2 67.2 67.2
FOOTNOTES TO STATEMENTS:
RETAINED EARNINGS 94.5 86.1 87.2
TOTAL FUND EQUITY 161.8 153.3 154.4
TOTAL LIABILITIES & FUND EQUITY 2133 210.8 465.3
RATE INCREASE/(DECREASE): 3.50% 4.00% 2.40% 4.00% 4.00%
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F.Y. 2000-01 BUDGET CHANGE ITEM

AGENCY: Administration, Department of (Admin)
PROGRAM: Operations Management
ACTIVITY: Communications.Media

ITEM TITLE:  MailComm Funding
2000-01 Biennium 2002-03 Biennium
F.Y. 2000 F.Y. 2001 E.Y. 2002 E.Y. 2003

Expenditures: ($000s)
General Fund
- State Operations $120 $133 $133 $133

Revenues: (3000s)

General Fund $-0- $-0- $-0- $-0-
Statutory Change? Yes No_X
If yes, statutes(s) affected:

D Reallocation

D New Activity Supplemental Funding

GOVERNOR’S RECOMMENDATION:

The Governor recommends that MailComm’s General Fund budget be increased
by $120,000 in F.Y. 2000 and $133,000 in F.Y. 2001 to cover increased delivery
and salary costs.

RATIONALE:

The department has faced a General Fund shortfall in this program for many years.
General Fund increases for MailComm have not kept pace with increased delivery
and salary expenses. The anticipated General Fund shortfall is $120,000 for F.Y.
2000 and $133,000 for F.Y. 2001.

Without sufficient funding, the department will be forced to either cut back pick-up
and delivery points for mail within state agencies or establish a rate for mail pick-
up and delivery.

FINANCING:

The funding will be used for increased delivery and salary expenses. The number
of staff members in this program has not increased for many years; however, the
General Fund salary supplement has not been sufficient to cover the increases.
During the past 8 years, delivery costs have increased 3% to 32% annually. This
is due, in part, to a significantly larger number of buildings visited on a daily basis-
-MailComm now delivers mail to more than 55 buildings, compared to 35
buildings 8 years ago.

OUTCOMES:

The outcome of this initiative will be that mail pick-up and delivery will continue
to be provided by the department in the same manner that is presently available.
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2000-01 Biennial Budget

BUDGET ACTIVITY: Minnesota Office of Citizenship & Volunteer Services
PROGRAM: Operations Management
AGENCY: Administration, Department of (Admin)

ACTIVITY PROFILE:

The Minnesota Office of Citizenship and Volunteer Services (MOCVS) is a
resource center and an information clearinghouse for anyone managing volunteers
or working with citizen initiatives. The mission of MOCVS is to promote citizen
participation efforts, increase the impact of volunteer programs, and stimulate
public/private partnerships in Minnesota.

MOCVS houses and acts as the fiscal agent of the Minnesota Alliance with Youth.
The mission of the Alliance is to develop the capacity of Minnesota communities
to engage children and youth in reaching their full potential as citizens. The
Alliance is a network of youth and adult stakeholders working to create active
citizen leaders among the state’s youth by equipping them with critical resources
such as caring adult mentors, safe environments, and opportunities for community
service.

A strong volunteer community brings efficiency and effectiveness to state
government through the resources, perspective, and service of volunteers and
citizen leaders both within state and local government, and throughout communi-
ties, solving problems through citizen action rather than government intervention.

STRATEGIES AND PERFORMANCE:

® Leadership—acting on issues that affect volunteerism in Minnesota and
building the capacity of citizens to solve problems affecting their communities:
convening community meetings or other events to share best practices and
identify critical issues and trends, conducting research, and publishing reports.

B Promotion—bringing visibility and public recognition to the accomplishments
of volunteerism and citizen initiatives in Minnesota through events, public
speaking, publications and media features.

2 Support-—strengthening the effectiveness of volunteer programs and citizen
initiatives in Minnesota by providing technical assistance, training and resource
materials on volunteerism and citizen participation that help individuals and
organizations to achieve their goals.

FINANCING INFORMATION:

MOCVS and the Alliance request base funding at the level budgeted for F.Y. 1999.
In addition, MOCVS will generate dedicated revenue of $42,000 in F.Y. 2000 and
$45,000 in F.Y. 2001 through memberships, book and product sales, and service.
The Minnesota Alliance with Youth will generate dedicated revenue of $32,000 in
F.Y. 2000 and $37,000 in F.Y. 2001 through registrations for its annual summit.

MOCVS F.Y. 1998-99 FINANCING BY FUND

Special Revenue 6.0%

Gift 17.0%

General Fund 77.0%
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State of Minnesota
2000-2001 Biennial Budget
(Dollars in Thousands)

Agency: ADMINISTRATION DEPT
Program: OPERATIONS MANAGEMENT
Activity: MN OFFICE CITZ & VOLUNTEER SVS

F.Y. 2000 F.Y. 2001 Biennial Change
Budget Activity Summar Actual Actual Budgeted ’ 2000-01 Gov / 1998-99
udg ity v F.Y.1997 | F.v.1998 | F.Y.1999 Governor Governor
Base Recomm. Base Recomm. Dollars Percent
EXPENDITURES BY CATEGORY: I
STATE OPERATIONS
PERSONAL SERVICES 168 218 274 290 290 298 208 96 19.5%
OPERATING EXPENSES | 155 | 208 298 | 290 290 | 289 289 | 73 14.4%
SUBTOTAL STATE OPERATIONS 323 426 572 | 580 580 587 587 | 169 16.9%
LOCAL ASSISTANCE 0 1 ol 0 0 0 o | ™ -100.0%
Total Expenditures | 323 | 427 572 | 580 580 | 587 587 | 168 16.8%
FINANCING BY FUND:
DIRECT APPROPRIATIONS:
GENERAL 298 296 475 485 485 492 492
STATUTORY APPROPRIATIONS:
SPECIAL REVENUE 9 31 24 24 24 24 24
GIFT | 16 | 100 73 | 71 71 ] 71 71
Total Financing 323 427 572 580 580 587 587
REVENUE COLLECTED:
DEDICATED
SPEGIAL REVENUE 30 34 24 24 24 24 24
GIFT 13 81 73 71 71 71 71
Total Revenues Collected 43 115 97 95 95 95 95
FTE BY EMPLOYMENT TYPE:
FULL TIME 33 4.1 6.0 6.0 6.0 6.0 6.0
PART-TIME, SEASONAL, LABOR SER 0.2 05 0.0 0.0 0.0 0.0 0.0
Total Full-Time Equivalent 35 4.6 6.0 6.0 6.0 6.0 6.0
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2000-01 Biennial Budget

PROGRAM: InterTechnologies Group
AGENCY: Administration, Department of (Admin)

PROGRAM PROFILE:

The responsibilities of the InterTechnologies Group (InterTech) are described in
M. S., Chapter 16B, as follows:

® Integrating and operating the state's computer facilities to serve the needs of
state government.

B Supervising and controlling all state telecommunication facilities.

8 Planning, developing and operating a state information infrastructure to provide
cost-effective telecommunications transmission services to infrastructure users.

® Encouraging the effective, efficient use and exchange of information among
state and local governmental agencies.

B Providing technical assistance to cities and counties as they implement,
maintain and improve 9-1-1 emergency telephone systems.

Public sector entities use a broad range of data processing and telecommunications
services (voice, data and video), many of which are supplied by InterTech.
InterTech also manages 9-1-1 emergency telephone service, provides statewide
Year 2000 Project leadership, and promotes state and local government technology
coordination.

InterTech’s services address such issues as:

8 Automating new and existing business processes of state agencies to improve
government efficiency.

B Providing citizens with reliable electronic access to public information and
services.

B Leveraging the state’s purchasing power to buy commonly used, generic
services in quantity.

® Leveraging federal funding received by some agencies to support the operation
of their programs.

InterTech's customers are primarily from the public sector: state agencies, the
legislature, K-12 education, higher education, cities, counties, the courts and
libraries.

Although these services are available from the private sector or could be developed
by individual state agencies, InterTech provides high-quality services at a lower
cost. When the similar needs of multiple agencies are combined, resources are
shared, contracts are negotiated on behalf of the entire service community, and cost
savings are realized.

InterTech also adds value to the services it delivers by supplying competitive
alternatives to customer needs, accommodating federal requirements for customer
programs, ensuring stringent security measures, and leading disaster recovery
planning activities.

STRATEGIES AND PERFORMANCE:

InterTech is primarily a direct service provider. Service rates, or fees, are reviewed
and set annually, with the assistance of customers and the Department of Finance.
Agencies reimburse the InterTech revolving fund for the services they receive, and
InterTech pays for its costs from revolving fund reimbursements. InterTech
actively pursues strategies to competitively provide computer and telecommunica-
tions services, understanding that state agencies may pursue other service options.

The following 18-month objectives are delineated in InterTech’s most recent
strategic plan, dated September 1997:

Install measurement practices.

Define infrastructure to support current services and identify new services.
Establish and manage communication mechanisms.

Create single view of InterTech.

Develop a work force plan for InterTech.

Build an integrated organizational culture.

Measure continuous availability of services.

Establish leadership position in security.

Keep Year 2000 visible.

FINANCING INFORMATION:
Over 95% of InterTech’s funding is obtained through revolving fund activity.
The 9-1-1 emergency telephone program is supported through a special revenue

fund from fees collected from Minnesotans’ telephone bills. Funds are deposited
into the special account for the administration of 9-1-1.
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2000-01 Biennial Budget

PROGRAM: InterTechnologies Group
AGENCY: Administration, Department of (Admin)
(Continuation)

The Year 2000 Project and the Intergovernmental Information Systems Advisory
Council receive General Fund appropriations.

PROGRAM: InterTechnologies Group
AGENCY: Administration, Department of
FY2000-2001 Revolving Fund Revenue Summary

FY97 FY98 FY99 FY2000 FY2001
Actual Estimated Budget Projected Projected

Computer Sve  $34,529,029  $37,977,841  $32,418,206  $35,086,963  $36,123,371

Telecom 28.848.402 32.633.575 35.832.840 37.907.825 39.045.060
InterTech
Group $63,377,431  $70,611,416  $68,251,046  $72,994,788  $75,168,431

INTERTECH REVOLVING FUND
F.Y. 1998 Customer Base

Finance 38.1%
12.3%

MnhSCU
10.3%

All Other

30.4%
Revenue

4.2%

BUDGET ISSUES:

As InterTech strives to satisfy customers’ business requirements for technology,
some of the more pressing issues in the next biennium will be as follows:

B The Year 2000 Project.

® Electronic Government Services/electronic commerce.

® Continued, cooperative development of the telecommunications infrastructure,
including the Connecting Minnesota Project and the state/county collaboration
effort.

® Transition to new technology in the computer center; specifically, new central
processing units (mainframe computers).

® Rapid growth in agencies' requirements for data and video services; in turn, this
will result in an increasingly complex network infrastructure.

B Management of revolving fund services demands acute sensitivity to the
business needs of customers, and the impacts of budget and technology
challenges on rates.

These projects and others were considered in the development of rate forecasts for
the biennium. InterTech projects an overall rate reduction of 2% in F.Y. 2000. In
F.Y. 2001, aggregate rates are expected to remain level. It must be noted, however,
that because customers’ volumes are projected to increase, the overall cost to
agencies may also increase.

GOVERNOR’S RECOMMENDATIONS:

The Governor recommends the agency’s base level funding and the following
increase from the General Fund: $2,200,000 in F.Y. 2001 for the Connecting
Minnesota Initiative; $4,435,000 in the biennium for 3 Electronic Government
Services Initiatives in preparation for secure electronic commerce; $2,500,000 in
F.Y. 2000 as a contingency in the event of Year 2000 problems. Additionaily, the
Governor recommends additional spending authority from the State Government
Special Revenue Fund of $465,000 in F.Y. 1999, $648,000 in F.Y. 2000 and
$724,000 in F.Y. 2001 for 911 Emergency Services activities.
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State of Minnesota

2000-2001 Biennial Budget

(Dollars in Thousands)

Agency: ADMINISTRATION DEPT
Program: INTERTECHNOLOGIES GROUP
F.Y. 2000 F.Y. 2001 Biennial Change
Program Summar Actual Actual Budgeted 2000-01 Gov / 1998-99
g imary F.Y.1997 | F.Y.1998 | F.Y.1999 Governor Governor
Base Recomm. Base Recomm. Dollars Percent
EXPENDITURES BY ACTIVITY:
COMPUTER SERVICES 0 148 175 177 2,932 178 1,858 4,467 1,383.0%
TECHNOLOGY MANAGEMENT 3,530 12,984 17,670 1,740 4,240 1,865 4,065 (22,349) -72.9%
911 EMERGENCY SERVICES 7,330 9,162 17,712 11,057 11,705 11,043 11,767 (3,402) -12.7%
INTERGOV INFO SYSTEMS ADV CNCL 566 319 653 0 0 0 0 (972) -100.0%
Total Expenditures 11,426 22,613 36,210 12,974 18,877 13,086 17,690 I (22,256) -37.8%
CHANGE ITEMS: _FUND
(B) CONNECTING MINNESOTA NETWORK INITIATIVE GEN 2,200
(B) ELECTRONIC GOV'T SERV DIRECTORY SERVICES GEN 725 450
(B) ELECTRONIC GOV'T SERV SECURITY INFO TEC GEN 1,030 830
(B) ELECTRONIC GOV'T SERV SECURITY INFRASTRU GEN 1,000 400
(BY METRO RADIO BOARD F.Y. 1999 SUPPLEMENT SGS 465 648 724
(B) YEAR 2000 CONTINGENCY FUND GEN 2,500
Total Change items 465 5,903 4,604
FINANCING BY FUND:
CARRY FORWARD:
STATE GOVERNMENT SPECIAL REVENUE 395 77 6,370 0 0 0 0
DIRECT APPROPRIATIONS:
GENERAL 4,066 13,420 18,481 1,917 7,172 2,043 5,923
STATE GOVERNMENT SPECIAL REVENUE | 6,935 | 9,085 11,342 11,057 11,705 11,043 11,767
STATUTORY APPROPRIATIONS:
SPECIAL REVENUE 30 31 17 0 0 0 0
Total Financing 11,426 22,613 36,210 12,974 18,877 13,086 17,690
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Agency: ADMINISTRATION DEPT
Program: INTERTECHNOLOGIES GROUP

State of Minnesota
2000-2001 Biennial Budget
(Dollars in Thousands)

F.Y. 2000 F.Y. 2001

p s Actual Actual Budgeted
rogram summary F.Y. 1997 F.Y. 1998 F.Y. 1999 Governor Governor
Base Recomm. Base Recomm.

FTE BY EMPLOYMENT TYPE:

FULL TIME 38.2 24.9 26.0 23.0 26.0 23.0 26.0
PART-TIME, SEASONAL, LABOR SER 1.0 0.2 0.0 0.0 05 0.0 0.5
Total Full-Time Equivalent 39.2 25.1 26.0 23.0 26.5 23.0 26.5
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2000-01 Biennial Budget
BUDGET ACTIVITY: Computer Services

PROGRAM: InterTechnologies Group
AGENCY: Administration, Department of (Admin)

ACTIVITY PROFILE:

Data processing services used by public sector agencies and supplied by Computer
Services include: data processing and storage, business continuation, data security,
electronic mail, data entry, computer-output-to-microfilm, and others.

Computer services is a primary service provider for each of these agencies
applications:

Department of Human Services: Applications include the Child Support System
and MAXIS, the eligibility determination system for AFDC, food stamps, Medicaid
and other social service programs in all 87 Minnesota counties.

Departments of Finance and Employee Relations: The statewide procure-
ment/accounting system (MAPS) and human resources/payroll system (SEMA4).

Department of Revenue: Minnesotans’ income tax returns and refund checks,
state sales tax and property tax records and processing.

Department of Public Safety: The Criminal Justice Information System (which
is used by state, city, county and municipal police departments and sheriffs,
correctional institutions, Department of Natural Resources and others), with ties to
the FBI and other national law enforcement systems.

Department of Transportation: Computer assisted design (CAD) applications,
and the department’s PROFS electronic mail system.

STRATEGIES AND PERFORMANCE:
Computer Services is a direct provider of service. The primary goal is to be the
provider of choice by offering high quality services, continuous availability of

services, competitive rates and expert, efficient staff.

To measure its quality and competitiveness, Computer Services conducts

benchmark studies at 2-3 year intervals. In F.Y. 1997, a leading benchmarking
firm (COMPASS, America, Inc.) was hired to compare InterTech’s data center
with those of top performing companies in the U.S. and abroad. A quantitative,
activity-based costing methodology was used for the analysis. COMPASS
concluded that InterTech’s unit costs were similar to the average data center of
similar size and 30% lower than the government reference group. Another study,
conducted by Gartner Group, is underway; results will be available in the 4th
quarter of 1998.

Computer Services’ Performance Report measures determine how effectively
resources are used to deliver service to customers. Examples include:

8 Cost per “MIP” (a data center measure which refers to the cost of processing
1 million computer instructions per second).

B Revolving fund revenue per employee (a measure of the productivity of staff
based on the growth of data center activity).

B Rate reductions (an indication of Computer Services’ competitive stance with
alternative providers).

FINANCING INFORMATION:

Computer Services’ finances are managed through a revolving fund. Annual rates
are established for services, and customer agencies are charged fees for services
delivered. Expenses for personnel, hardware, software, etc., are paid for with
revolving fund revenues; at the end of each fiscal year, the accounting objective of
the fund is to break even.

BUDGET ACTIVITY: Computer Services
AGENCY: Administration, Dept. Of

FY2000-2001 Revolving Fund Revenue Summary

FY97 FY98 FY99 FY2000 FY2001
Actual Estimated Budget Projected Projected
Computer
Services $34,529,029  $37,977,841 $32,418,206  $35,086,963  $36,123,371
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2000-01 Biennial Budget

BUDGET ACTIVITY: Computer Services
PROGRAM: InterTechnologies Group
AGENCY: Administration, Department of (Admin)
(Continuation)

COMPUTER SERVICE REVOLVING FUND
F.Y. 1998 Customer Base

Public Safety 5%

Finance/DOER 23%

DOT 2%

All Other 4%

DHS 61% Revenue 5%

\\/

BUDGET ISSUES:

Historically, Computer Services’ rates have decreased as volume has increased, a
desirable outcome of managing the economies of scale. However, an associated
budget issue is the difficulty of making accurate and timely volume forecasts,
particularly for an extended period (34 months). Volume forecasts are key to
determining Computer Services’ resource levels. When agencies respond to
unexpected business challenges with unplanned technological solutions, the
revolving fund must absorb the impact on direct and overhead costs, as well as
revenues.

Direct costs are impacted when additional resources, equipment and/or personnel
are required to accommodate increased volumes or unplanned technologies.

Overhead costs increase as a result of implementing and operating a more complex
computing environment to solve customers' business problems.

Because rates are based on initial forecasts, unexpected changes can cause revenues
to exceed projections. Costs must be carefully managed to minimize the impact on
rates. Because of scale, rates may need to be reduced in mid-year to meet the
break-even objective of the revolving fund.

Rapidly changing technology also creates a budgetary challenge. It is critical to
maintain a balance between the cost of newer technology (price/performance
improvements are significant), and the inefficiency, potential obsolescence, but
sunk cost of older technology. For example, the computer industry is currently
replacing the technology of large scale processors, which will significantly reduce
both acquisition and operating costs. Computer Services is phasing in the new
processors and is already seeing reductions in floor space, electrical power, and
cooling and maintenance requirements.

Because the average life of technology is about 24 months, the market will
experience nearly 1% changes in technology between now and the end of the
biennium. While it is neither necessary nor a good business practice to keep
absolutely current, it is necessary to operate technology that is serviceable and
supported by vendors. The mission-critical nature of applications operating at
Computer Services require that stable environment.

Staffing becomes a budget issue as technology changes, and the environment’s
sophistication and complexity intensify. Demands for scarce skills create salary
pressures, compounded by a highly competitive human resource market. The
state’s current salary/classification structure is only beginning to deal with these
issues, and government agencies are just learning to share technical staff skills
across agencies.

InterTech expects to offer its customers an overall rate reduction of 2% in F.Y.
2000. In F.Y. 2001, aggregate rates are expected to remain level. Based on
customer volume projections, the impact of reduced rates may be offset for some
agencies by increased work volume.
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State of Minnesota
2000-2001 Biennial Budget
(Dollars in Thousands)

Agency: ADMINISTRATION DEPT
Program: INTERTECHNOLOGIES GROUP
Activity: COMPUTER SERVICES
F.Y. 2000 F.Y. 2001 Biennial Change
Budget Activity Summa Actual Actual Budgeted 2000-01 Gov / 1998-99
udget Activity ry F.Y.1997 | F.Y.1998 | F.Y.1999 Governor Governor
Base Recomm. Base Recomm. Dollars Percent
EXPENDITURES BY CATEGORY:
STATE OPERATIONS
PERSONAL SERVICES 0 57 51 53 53 54 54 (1) -.9%
OPERATING EXPENSES | 0 91 124 124 2,879 124 1,804 | 4,468 2,078.1%
SUBTOTAL STATE OPERATIONS 0 148 175 177 2,932 178 1,858 4,467 1,383.0%
Total Expenditures 0 148 175 177 2,932 178 1,858 4,467 1,383.0%
CHANGE ITEMS: _FUND.
(B) ELECTRONIC GOV'T SERV DIRECTORY SERVICES GEN 725 450
(B) ELECTRONIC GOV'T SERV SECURITY INFO TEC | GEN 1,030 830
(B) ELECTRONIC GOV'T SERV SECURITY INFRASTRU I GEN 1,000 400
Total Change ltems | 2,755 1,680
FINANCING BY FUND:
DIRECT APPROPRIATIONS:
GENERAL . 0 148 175 177 2,932 178 1,858
Total Financing 0 148 175 177 2,932 178 1,858
REVENUE COLLECTED:
DEDICATED
AGENCY (8) 0 0 0 0 0 0
Total Revenues Collected 8) 0 0 0 0 0 0
FTE BY EMPLOYMENT TYPE:
FULL TIME 0.0 0.8 1.0 1.0 4.0 1.0 4.0
PART-TIME, SEASONAL, LABOR SER 0.0 0.0 0.0 0.0 0.5 0.0 0.5
Total Full-Time Equivalent 0.0 0.8 1.0 1.0 45 1.0 4.5
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F.Y. 2000-2001 Information Technology New Funding

AGENCY: ADMINISTRATION DEPT
PROGRAM: INTERTECHNOLOGIES GROUP
ACTIVITY: COMPUTER SERVICES

IT Change ltem: ELECTRONIC GOV'T SERV DIRECTORY SERVICES

ITEM DESCRIPTION AND PURPOSE:

This community initiative, sponsored by the Information Policy Council, will
provide a robust Directory Services infrastructure as an enabling technology
capable of supporting future EGS initiatives. Numerous dissimilar e-mail systems
will be linked together so governmental staff can communicate with one another.

The goal of the State of Minnesota is to provide electronic channels to deliver
service, transact business, and provide information for citizens, business, and
government partners, using a variety of technologies, in order to provide better
service. The Directory Services infrastructure is an enabling technology that
provides this capability.

FUNDING:
2000-01 Biennium 2002-03 Biennium 2004-05 Biennium
Funding Distribution |=e35656 T FY 2001 | FY 2002 | FY 2003 | FY 2004 | FY 2005
Facilities 0 0 0 0 0 0
Grants 0 0 0 0 0 0
Hardware 175 75 75 75 0 0
Personnel 400 300 300 300 0 0
Services 0 0 0 0 0 0
Software 150 75 75 75 0 0
Supplies 0 0 0 0 0 0
Training 0 0 0 0 0 0
Total | 725 r 450 I 450 450 | 0 | 0 |

RATIONALE:

Without this initiative, many smaller agencies will have difficulty financing and
developing the ability or using the services provided by directory services. By
consolidating requirements and sharing resources, this can be done for a
significantly smaller investment. In addition, staff resources already developed in
the Department of Administration can be shared.

LIFE CYCLE ANALYSIS:
2000-01 Biennium 2002-03 Biennium 2004-05 Biennium
Life Cycle Status FY 2000 | FY 2001 | FY 2002 | FY 2003 | FY 2004 | FY 2005
Development X X
Operations X X X X
Modification X X X X
Retirement

This initiative provides for capital costs associated with installation of required
hardware/software and project development costs. These costs will be spread
over approximately a 4-year period during implementation, maintenance and
operations of the directory services infrastructure. It does provide for predesign,
planning, operations, maintenance and support during this hardware/software's
life cycle.

OFFICE OF TECHNOLOGY ANALYSIS:

Minnesota Technology on Target

Electronic Government Services (EGS) - This initiative is part of a multi-agency
collaboration to build a secure infrastructure for delivering government services
electronically.

The agency has made progress in information resource management. The
agency is sponsoring several collaboration projects which relate to technology
infrastructure.

OT Master Plan: Goal 2-Efficient and effective government, Goal 3-Easy and
affordable access. Recommendation: Proceed with this project. This is one of
several dependent projects which are necessary in order to implement electronic
government services. OT supports this project. *** Statewide critical project-
must be funded.

GOVERNOR'S RECOMMENDATION:

The Governor recommends funding for this initiative at requested levels
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F.Y. 2000-2001 Information Technology New Funding

AGENCY: ADMINISTRATION DEPT
PROGRAM: INTERTECHNOLOGIES GROUP
ACTIVITY: COMPUTER SERVICES

IT Change ltem: ELECTRONIC GOV'T SERV SECURITY INFO TEC

ITEM DESCRIPTION AND PURPOSE:

The purpose of this community initiative, sponsored by the Information Policy
Council, is to acquire funding to conduct coordinated security impact analysis
and planning in state agencies, thereby providing the ability to deliver secure
electronic government services to the citizens of Minnesota. At the conclusion of
this effort, agencies will have a security infrastructure assessment and will have
developed the planning ability for the implementation of safeguards to conduct
secure electronic government services.

FUNDING:
2000-01 Biennium | 2002-03 Biennium | 2004-05 Biennium
Funding Distribution == 5556 T Fv 2001 | FY 2002 | FY 2003 | FY 2004 | FY 2005
Facilities 150 125 150 125 0 0
Grants 0 0 0 0 0 0
Hardware 225 75 100 100 0 0
Personnel 405 480 500 500 0 0
Services 0 0 0 0 0 0
Software 150 75 50 50 0 0
Supplies 0 0 0 0 0 0
Training 100 75 50 50 0 0
Total 1,030 830 850 825 0 ﬂ

RATIONALE:

Without the assistance of this initiative, many smaller agencies will have difficulty
in financing and developing a security plan. By consolidating requirements and
sharing resources, the state can accomplish the security impact analysis and
planning for a considerably smaller investment. In addition, this initiative provides
the leverage needed to share staff resource already developed in the
Department of Administration.

LIFE CYCLE ANALYSIS:
2000-01 Biennium 2002-03 Biennium 2004-05 Biennium
Life Cycle Status FY 2000 | FY 2001 | FY 2002 | FY 2003 | FY 2004 | FY 2005
Development X X X X
Operations X X X X
Modification X X X X
Retirement

This initiative will provide funding for additional staff and facilities to launch the
security impact analysis and planning process statewide. The funds provide a
staffing mechanism, training and security awareness, incident handling
capability, and toolkits and systems to ensure compliance with statewide security
policy and standards.

OFFICE OF TECHNOLOGY ANALYSIS:

Minnesota Technology on Target

Electronic Government Services (EGS) - This initiative is part of a multi-agency
collaboration to build a secure infrastructure for delivering government services
electronically.

The agency has made progress in information resource management. The
agency is sponsoring several collaboration projects which relate to technology
infrastructure.

OT Master Plan: Goal 2-Efficient and effective government. Recommendation:
Proceed with this project - a security impact analysis is necessary to plan for
electronic government services. OT supports this project. ***Statewide critical
project-must be funded.

GOVERNOR'S RECOMMENDATION:

The Governor recommends funding for this initiative at requested levels.
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F.Y. 2000-2001 Information Technology New Funding

AGENCY: ADMINISTRATION DEPT
PROGRAM: INTERTECHNOLOGIES GROUP
ACTIVITY: COMPUTER SERVICES

IT Change ltem: ELECTRONIC GOV'T SERV SECURITY INFRASTRU

ITEM DESCRIPTION AND PURPOSE:

This initiative, which is endorsed by the Information Policy Council (IPC), will
provide the security infrastructure for network based systems to enable the
electronic delivery of government services.

Without a common security technology toolkit and framework, electronic
government services will either be limited to those transactions which do not
require privacy or security, or dependent on multiple, potentially incompatible
security tools adopted on an agency-by-agency basis.

FUNDING:
2000-01 Biennium 2002-03 Biennium 2004-05 Biennium
Funding Distribution 1~=75565 T FY 2001 | FY 2002 | FY 2003 | FY 2004 | FY 2005
Facilities 0 0 0 0 0 0
Grants 0 0 0 0 0 0
Hardware 500 200 100 100 0 0
Personnel 100 100 100 100 0 0
Services 0 0 0 0 0 0
Software 400 100 50 50 0 0
Supplies 0 0 0 0 0 0
Training 0 0 0 0 0 0
Total l 1,000 l 400 250 250 0 0

RATIONALE:

Encryption, Public Key Infrastructure, Secure Socket Layers, Secure Electronic
Transaction, and Firewall technology are fundamental elements in the security
architecture for electronic government services. These security tools and policies
will provide the maximum accessibility to data with the assurance of secure
transfer via the Internet. Without this funding, many smaller state agencies would
have difficulty developing this necessary security technology.

LIFE CYCLE ANALYSIS:

2000-01 Biennium 2002-03 Biennium 2004-05 Biennium
Life Cycle Status FY 2000 | FY 2001 | FY 2002 | FY 2003 | FY 2004 | FY 2005
Development X X X X
Operations X X X X
Modification X X X X
Retirement

This initiative provides for capital costs associated with installation of required
hardware/software for data security infrastructure and project development costs.
These costs will be spread over approximately a 4-year period during
implementation, maintenance and operations of the directory services
infrastructure. It does provide for predesign, planning, operations, maintenance
and support during this hardware/software's life cycle.

OFFICE OF TECHNOLOGY ANALYSIS:

n. Minnesota Technology on Target

. Electronic Government Services (EGS) - This initiative is part of a multi-agency
collaboration to build a secure infrastructure for delivering government services
electronically.

The agency has made progress in information resource management. The
agency is sponsoring several collaboration projects which relate to technology
infrastructure.

OT Master Plan: Goal 2-Efficient and effective government, Goal 3-Easy and
affordable access. Recommendation: Proceed with this project - encryption is
fundamental for electronic government services. OT supports this project. ***
Statewide critical project-must be funded.

GOVERNOR'S RECOMMENDATION:

The Governor recommends funding for this initiative at requested levels
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2000-01 Biennial Budget

BUDGET ACTIVITY: Technology Management
PROGRAM: InterTechnologies Group
AGENCY: Administration, Department of (Admin)

ACTIVITY PROFILE:

The Technology Management Division provides a broad range of telecommunica-
tions services to over 40,000 users in state agencies, public and private K-12 and
higher education institutions, local governments and libraries. These services
include long distance voice network service, local voice (dial tone) service, voice
mail, interactive video service, data transmission, Internet access,
data/telecommuni-cations network management and consulting services. All of the
long distance and local voice services are leased from the telephone companies.
This includes over 46 million minutes of long distance service and 25 million
minutes of 800 service annually. Over 13,000 voice mail boxes are provided to
state agencies.

The Technology Management Division leases and manages the state's telecommu-
nications infrastructure, which uses high-capacity digital lines provided by the
telephone companies. This leased network has "hubs" located strategically in the
following cities: St. Paul, Duluth, Rochester, St. Cloud, Hibbing, Marshall,
Mankato, Willmar, Moorhead, Bemidji, Thief River Falls and Brainerd. This
infrastructure provides the statewide connectivity for over 100,000 terminals
required for all state agencies’ mission-critical computer applications that use the
Computer Services mainframe or agency-owned computers. It currently consists
of over 400 routers and over 400 equivalent T1 lines. It also connects 175 state
agency, local government, and education video sites throughout the state. The
state's coordination ensures that this infrastructure provides the reliability,
interoperability, capacity, and security required to conduct the state's mission-
critical internal business. It also enables delivery of electronic government services
to the public in a cost-effective manner.

STRATEGIES AND PERFORMANCE:

The Division aggregates the needs of the public sector and negotiates favorable
contracts with telephone companies to get volume discounts, which lowers the cost
to all users of the services. The objective is to provide these services with the
highest quality and 99.6% network reliability at competitive rates.

The Telecommunications Collaboration Project, initiated in October 1995 by state

agencies to share access lines and network equipment, has lowered costs and
provides increased bandwidth capacity. This sharing saves participating agencies
almost $1 million in projected costs. It also positions the state for future
technology development and planned agency applications. InterTech provides staff
support and project management to this activity. Currently, 60 of the 87 counties
are connected with a leased T1 line for data and video applications. It is
anticipated that the remainder of the counties will be connected by the end of F.Y.
1999.

The Connecting Minnesota project is an inter-agency project between Mn/DOT and
the Department of Administration. As a result of a RFP process, the contract was
awarded with ICN/UCS. The contract provides the state with 20% of the fiber
optic network capacity that the contractor will be placing along approximately
2000 miles of interstate and state highway rights-of-way. Construction will begin
in the fall of 1998 and will take 3 years to complete. InterTech provides the
networking expertise and will be responsible for the operation of the information
infrastructure for the department.

To measure quality and competitiveness, Technology Management joins Computer
Services in conducting benchmark studies. In F.Y. 1997, InterTech hired
COMPASS, America, Inc., a leading benchmarking firm to compare the
telecommunications services and rates with those of top performing companies in
the U.S. and abroad. The results of this quantitative study by COMPASS indicated
the state saved $1.2 million annually for Centrex (local voice service) or 12% less
than the reference group average. There were several recommendations made
which have been implemented for additional savings. Another study, conducted
by the Gartner Group, is currently underway with results expected in the 4th
quarter of 1998.

FINANCING INFORMATION:

Revenues and expenses for most of telecommunications are part of the InterTech
revolving fund. The Collaboration Project is supported by a General Fund
appropriation from the 1997 legislature. This amounts to $2.26 million for the
2000-2001 biennium.

A small portion of InterTech's funding for telecommunications is derived from the
General Fund. This supports the communications center—the staff and resources
used to answer, respond to, and/or direct calls received on the state's general
telephone number. It also supports the printing of the state telephone directory.
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BUDGET ACTIVITY: Technology Management
PROGRAM: InterTechnologies Group
AGENCY: Administration, Department of (Admin)
(Continuation)

BUDGET ACTIVITY: Technology Management
AGENCY: Administration, Dept. Of

FY2000-2001 Revolving Fund Revenue Summary

FY97 FY98 FY99 FY2000 FY2001
Actual Estimated Budget Projected Projected
Telecom-
munications  $28,848,402  $32,633,575  $35,832,840  $37,907,825  $39,045,060

TECHNOLOGY MANAGEMENT REVOLVING FUND
F.Y. 1998 Customer Base

Counties 5.0%

Economic Security 5.0% Quasi Govt/Private 4.0%

DHS 12.0%

MNSCU 23.0%
DOT 8.0%

DNR 4.0%

Public Safety 4.0%

Revenue 3.0% Other 32.0%

BUDGET ISSUES:
Several ongoing forces have an impact on the telecommunications budget:

E Demands by state agencies require additional bandwidth capacity and services
necessary to meet their applications and delivery of services to citizens.

B Rapid changes in technology require hardware and software to be constantly
upgraded which is necessary to operate a network that is serviceable, reliable,
and supported by the vendors who provide and maintain the equipment.

® Complexity of the network infrastructure is increasing, which may increase
overhead costs as newer technologies are introduced and capacity and services
are expanded to meet customer demands.

B Obtaining and retaining skilled technical staff is a challenge since these are
limited resources sought by all of the public sector as well as the private sector.

B Network security requirements for the network are increasing to ensure that
confidential data cannot be accessed by unauthorized users and/or outside
hackers.-

All of these forces are being carefully managed to minimize any impact on
Telecommunications' rates. This is being done in several ways:

B Agencies are encouraged to share bandwidth and resources where it is feasible
to lower costs. The Collaboration Project is a good example.

® New technology is being introduced in a controlled manner when technically,
operationally, and cost-effective to do so.

& New technology and systems are being used when applicable and cost-effective
to better manage this complex network and ensure reliability for agencies'
mission-critical applications.

® Utilizing technical support resources of other agencies at certain locations
where they may be available to assist in supporting the network. Also, the
state's current salary/classification structure is starting to deal with the technical
staff issues.
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State of Minnesota

2000-2001 Biennial Budget

(Dollars in Thousands)

Agency: ADMINISTRATION DEPT
Program: INTERTECHNOLOGIES GROUP
Activity: TECHNOLOGY MANAGEMENT
F.Y. 2000 F.Y. 200 Biennial Change
Budaet Activity Summa Actual Actual Budgeted 1 2000-01 Gov / 1998-99
g y ry F.Y. 1997 F.Y. 1998 F.Y. 1999 Governor Governor
Base Recomm. Base Recomm. Dollars Percent
EXPENDITURES BY CATEGORY:
STATE OPERATIONS
PERSONAL SERVICES 1,740 863 953 564 564 581 581 (671) -36.9%
OPERATING EXPENSES | 1,770 | 1,917 5,356 | 1,176 2426 | 1,284 3,484 | (1,363) -18.7%
SUBTOTAL STATE OPERATIONS 3,510 2,780 6,309 | 1,740 2,990 1,865 4,065 | (2,034) -22.4%
PAYMENTS TO INDIVIDUALS 20 0 0 | 0 0 0 o | 0
LOCAL ASSISTANCE | 0 | 10,204 11,361 | 0 1,250 | 0 o | (20,315) -94.2%
Total Expenditures | 3,530 | 12,984 17,670 I 1,740 4,240 | 1,865 4,065 | (22,349) -72.9%
CHANGE ITEMS: ' _FUND. I
(B) CONNECTING MINNESOTA NETWORK INITIATIVE GEN 2,200
(B) YEAR 2000 CONTINGENCY FUND |  @eN | | 2,500 |
Total Change ltems | | | 2,500 | 2,200
FINANCING BY FUND:
DIRECT APPROPRIATIONS:
GENERAL 3,500 12,953 17,653 1,740 4,240 1,865 4,065
STATUTORY APPROPRIATIONS:
SPECIAL REVENUE 30 31 17 0 0 0 0
Total Financing 3,530 12,984 17,670 1,740 4,240 1,865 4,065
REVENUE COLLECTED:
DEDICATED
SPECIAL REVENUE : 14 0 0 0 0 0 0
Total Revenues Collected 14 0 0 0 0 0 0
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State of Minnesota

2000-2001 Biennial Budget

(Dollars in Thousands)

Agency: ADMINISTRATION DEPT
Program: INTERTECHNOLOGIES GROUP
Activity:  TECHNOLOGY MANAGEMENT
F.Y. 2 Y.
Budget Activity Summa Actual Actual Budgeted Y. 2000 F.Y. 2001
9 ry F.Y.1997 | F.Y.1998 | F.Y.1999 Governor Governor
Base Recomm. Base Recomm.
FTE BY EMPLOYMENT TYPE:
FULL TIME 328 18.1 19.0 19.0 19.0 19.0 19.0
PART-TIME, SEASONAL, LABOR SER 1.0 02 0.0 0.0 0.0 0.0 0.0
Total Full-Time Equivalent 33.8 18.3 19.0 19.0 19.0 19.0 19.0
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F.Y. 2000-2001 Information Technology New Funding

AGENCY: ADMINISTRATION DEPT
PROGRAM: INTERTECHNOLOGIES GROUP
ACTIVITY: TECHNOLOGY MANAGEMENT

IT Change ftem: CONNECTING MINNESOTA NETWORK INITIATIVE

ITEM DESCRIPTION AND PURPOSE:

This initiative is for electronic hardware/software to provide statewide
infrastructure development through the Connecting Minnesota Project, a
public/private partnership in which a private company is placing fiber optic cable
along 2000 miles of interstate highway and state highway rights-of-way that will
increase the high-speed digital bandwidth access to the rights-of-way.
Hardware/software is required to connect to the fiber optic cable to use this
capacity and provide the telecommunications services for state agencies,
education, libraries and local governments.

FUNDING:
. 2000-01 Biennium | 2002-03 Biennium | 2004-05 Biennium
Funding Distribution I=g5565 Ty 2007 | FY 2002 | FY 2003 | FY 2004 | FY 2005
Facilities 0 0 0 0 0 0
Grants 0 0 0 0 0 0
Hardware 0 2,200 3,200 2,380 1,590 0
Personnel 0 0 0 0 0 0
Services 0 0 0 0 0 0
Software 0 0 0 0 0 0
Supplies 0 0 0 0 0 0
Training 0 0 0 0 0 0
Total | 0 | 2,200 ] 3,200 | 2,380 | 1,590 0

RATIONALE:

This initiative will significantly improve the affordability and access to information
technology for public entities throughout the state. It will increase the high-speed
digital capacity required for data and video applications and reduce the ongoing
costs. Access to the Internet, distance learning applications between educational
institutions and libraries and development of electronic government will be
enhanced. It positions the state for future technology development and planned
agency applications.

LIFE CYCLE ANALYSIS:
2000-01 Biennium 2002-03 Biennium 2004-05 Biennium
Life Cycle Status FY 2000 | FY 2001 | FY 2002 | FY 2003 | FY 2004 | FY 2005
Development
Operations X X X X X X
Modification
Retirement

This initiative provides for 1-time capital costs associated with installation of
required hardware/software. These capital costs will be spread over
approximately a 4-year period as the fiber is installed by the contractor
throughout the state. It does not provide for any predesign, planning, operations,
maintenance, support and eventual retirement during this life cycle. These costs
are recovered from the users of the network and included in the rate structure of
InterTech.

OFFICE OF TECHNOLOGY ANALYSIS:

The agency has made progress in information resource management. The
agency is sponsoring several collaboration projects which relate to technology
infrastructure.

OT Master Plan: Goal 1-Technically literate and competent society, Goal 2-
Efficient and effective government, Goal 3-Easy and affordable access, Goal 4-
Stimulated economic development, Goal-5 Improved quality of life.
Recommendation: Proceed with this project. OT supports this project. ***
Statewide critical project-must be funded.

GOVERNOR'S RECOMMENDATION:

The Governor recommends funding for this initiative at requested levels.
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F.Y. 2000-2001 Information Technology New Funding

AGENCY: ADMINISTRATION DEPT
PROGRAM: INTERTECHNOLOGIES GROUP
ACTIVITY: TECHNOLOGY MANAGEMENT

IT Change item: YEAR 2000 CONTINGENCY FUND

ITEM DESCRIPTION AND PURPOSE:

The Year 2000 problem is a business continuation problem that has the potential
to impact all citizens of the state. Unfortunately, date sensitive technology uses
2-digit dates and cannot distinguish between centuries. Many mission—critical
state agency computer systems, electronic devices, and business partners
require fixes, upgrades, replacements, and/or contingency plans to reduce the

RATIONALE:

If computer applications and databases of mission-critical systems and the
embedded technology of state facilities and infrastructure (i.e., transportation,

communications, and public safety) fail to function, the cost and liabilities due to
State Business System and Infrastructure failure will cause a large fiscal impact.
This request provides contingency funds for failures of systems or equipment.

risk of Year 2000 failure.

Year 2000 Contingency Funds must be available for the business continuation of
mission-critical systems within the state in the event of failure of systems,
electronic equipment, and state business partners.

FUNDING:
Funding Distribution ;:2302%—01 Biennium | 2002-03 Biennium | 2004-05 Biennium
00 | FY 2001 | FY 2002 | FY 2003 | FY 2004 | FY 2005
Facilities 25 0 0 0 0 0
Grants 1,250 0 0 0 0 0
Hardware 0 0 0 0 0 0
Personnel 300 0 0 0 0 0
Services 900 0 0 0 0 0
Software 0 0 0 0 0 0
Supplies 25 0 0 0 0 0
Training 0 0 0 0 0 ]
Total 2,500 | 0 0| 0 0] o]

LIFE CYCLE ANALYSIS:
2000-01 Biennium | 2002-03 Biennium | 2004-05 Biennium
Life Cycle Status FY 2000 | FY 2001 | FY 2002 | FY 2003 | FY 2004 | FY 2005
Development
Operations
Modification X
Retirement

The project funding is targeted for unknown Year 2000 risks. The project will be
retired after the Year 2000 problem is resolved.

OFFICE OF TECHNOLOGY ANALYSIS:

The agency has made progress in information resource management. The
agency is sponsoring several collaboration projects which relate to technology
infrastructure.

OT Master Plan: Goal 2-Efficient and effective government. Recommendation:
OT supports this contingency fund to address potential Year 2000 failures. ***
Statewide critical project-must be funded.

GOVERNOR’S RECOMMENDATION:

The Governor recommends $2.5 million for this initiative. Of this amount,

$350,000 is available for continued operation of the year 2000 project office
through 6-30-2000. Up to an additional $150,000 may be allocated for the
project office costs with the prior approval of the Commissioner of Finance.

REVISED
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BUDGET ACTIVITY: InterTechnologles Group
PROGRAM: InterTechnologles Group
Administration, Department of

AGENCY:

REVOLVING FUND ACTIVITY: Computer Services & Telecom Management

2000-01 BIENNIAL BUDGET

{DOLLARS IN THOUSANDS)

TYPE OF FUND: Internal Service Fund
FUND NUMBER: 970
* OPERATIONS DATA* - * FINANCIAL DATA *
ACTUAL EST/ACT ESTIMATED PROJECTED PROJECTED ACTUAL EST/ACT ESTIMATED
FY 1997 FY 1998 FY 1999 FY 2000 FY 2001 FY 1997 FY 1998 FY 1999
OPERATING REVENUES: : ASSETS:
NET SALES 62,988.6 70,0714 67,501.2 72,132.4 74,176.7 CURRENT ASSETS:
LESS: COST OF SALES
CASH 43323 9,143.0 9,300.0°
GROSS PROFIT ON SALES 62,988.6 70,0714 67,501.2 72,1324 74,176.7 OTHER CURRENT ASSETS 11,7027 8,136.4 8,356.9
OTHER REVENUE 388.8 §40.0 749.9 862.4 991.7
TOTAL CURRENT ASSETS 16,035.0 17,279.4 17,656.9
NET REVENUES 63,377.4 70,611.4 68,251.0 72,994.8 75,168.4
NON-CURRENT ASSETS: 19,487.8 19,911.9 20,5000
LESS: OPERATING EXPENSES: TOTAL ASSETS 35,522.9 37,191.3 38,156.9
SALARIES 12,188.2 12,861.6 14,578:8 15,016.1 15,466.6
SUPPLIES & EXPENSES 40,501.6 41,595.5 44,1456 475777 48,391.8 N
INDIRECT COSTS 746.9 7337 7777 801.0 825.0 LIABILITIES & FUND EQUITY:
AMORTIZATION & DEPRECIATION 12,853.0 10,233.1 8,095.9 9,000.0 9,885.0
LIABILITIES:
TOTAL OPERATING EXPENSES 66,289.6 65423.9 67,597.9 72,394.8 74,568.4
CURRENT LIABILITIES:
DUE GENERAL FUND - CURRENT 2,500.0 0.0 0.0
OPERATING INCOME (LOSS) (2,812.2) 5187.5 653.2 600.0 600.0 MASTER LEASE - CURRENT 9,996.4 12,867.0 11,697.7
OTHER CURRENT LIABILITIES 43718 3,570.0 3,600.0
NON-OPERATING REVENUES (EXPENSES) (627.1) (649.0) (653.2) (600.0) __(600.0) TOTAL CURRENT UIABILITIES 16,868.2 16,437.0 15,297.7
NET INCOME (LOSS) (3,539.3) 4,538.5 (0.0) 0.0 0.0 NON-CURRENT LIABILITIES:
DUE GENERAL FUND - NON-CURRENT 0.0 00 0.0
BEGINNING RETAINED EARNINGS 75346 37944 8,343.8 8,343.8 8,343.8 MASTER LEASE - NON-CURRENT 11,846.1 9,317.5 11,367.3
OTHER NON-CURRENT LIABILITIES 666.2 745.0 800.0
PRIOR PERIOD ADJUSTMENT (200.9) 108 0.0 0.0 0.0
TOTAL NON-CURRENT LIABILITIES 12,6123 10,062.5 12,167.3
ENDING RETAINED EARNINGS 37944 8,343.8 8,343.8 8,343.8 83438
. TOTAL LIABILITIES 29,380.5 26,4995 27,465.1
FUND EQUITY:
CONTRIBUTED CAPITAL-GENERAL FUND 2,348.0 2,348.0 2,348.0
FOOTNOTES TO STATEMENTS:
RETAINED EARNINGS 3,794.4 83438 8,343.8
TOTAL FUND EQUITY 6,142.4 10,691.8 10,691.8
TOTAL LIABILITIES & FUND EQUITY 35,522.9 37,191.3 38,156.9
RATE INCREASE/(DECREASE): -4.00% 0.00% -5.00% -2.00% 0.00%

However, we anticipate aggregate costs will actually increase due to projected volume increases.

FIVE YEAR AVERAGE INCREASE/(DECREASE).

-2.20%
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2000-01 Biennial Budget

BUDGET ACTIVITY: 9-1-1 Emergency Services
PROGRAM: InterTechnologies Group
AGENCY: Administration, Department of (Admin)

ACTIVITY PROFILE:

The 9-1-1 Emergency Number System is designed to provide immediate access to
emergency services. 9-1-1 saves time for the caller and consequently reduces
overall response time for all emergency service providers. Additional time is saved
with enhanced 9-1-1 systems, which provide vital location identification
information to the 9-1-1 center. InterTech's primary 9-1-1 customers are the 112
Public Safety answering points operated by local government and the 10 State
Patrol answering points. In a broader sense, however, the telephone subscribers
who dial 9-1-1 are the customers of the 9-1-1 program.

STRATEGIES AND PERFORMANCE:

InterTech provides technical assistance to the public safety agencies implementing,
maintaining, and improving 9-1-1 systems; administers rules that set system
standards; uses funds collected through monthly statewide telephone and wireless
telephone surcharges (currently 27 cents) to pay the state share of 9-1-1 costs; and
funds grant programs to maintain and improve 9-1-1 and other public safety-related
services. Minnesota has achieved statewide 9-1-1 service and is very close to
having statewide enhanced 9-1-1. Currently, most efforts are directed toward
administering processes for the collection of funds, verification and payment of
invoices, distributing grant funds, helping interested counties modernize their 9-1-1
systems, and planning and implementing wireless enhanced 9-1-1.

Historical Information:

End of CY 1977 1982 1986 1994 1996 1998
Event 9-1-1 Law Metro State mid mid projected
in effect Mandate =~ Mandate FY95 FY97 midFY99
Coverage 14% 61% 86.8% 100% 100% 100%
Enhanced 0% 51% 60.9% 75% 85% 100%
Fund Source General General .14 fee .14 fee .22 fee .27 fee

FINANCING INFORMATION:

Initially, 9-1-1 was funded from the General Fund. After the state mandate
deadline date (9-1-1 in every county by the end of 1986), funding was shifted to
the current method — a telephone subscriber fee. The fee was extended to wireless
subscribers in F.Y. 1995, and an enhanced 9-1-1 grant component was added in
calendar year 1995. The current 9-1-1 fee is set at 27 cents, based on F.Y. 1999
anticipated costs, and an assumed average subscriber count of 3.7 million. The
chart shows the approximate allocation of the 27-cent fee.

MINNESOTA 9-1-1 PROGRAM

Current 9-1-1 Fee Allocation

Enhanced 9-1-1 Grants 10 Poison Center Grant 0.1

Remainder (Carry Over) 0.9
e

Wireless 9-1-1 Costs 3.2

9-1-1 Grants 0.1

Metro Radio Bd. Grants 3.9

. 9-1- ini ion 0.
Recurring 9-1-1 Costs 8.1 1-1 Program Administration 0.7

(Figures in cents)
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2000-01 Biennial Budget

BUDGET ACTIVITY: 9-1-1 Emergency Services
PROGRAM: InterTechnologies Group
AGENCY: Administration, Department of (Admin)
(Continuation)

# 8.1 CENTS—RECURRING 9-1-1 COSTS. The Department of
Administration pays for the recurring costs of delivering 9-1-1 calls to Public
Safety Answering Points which are operated by county or city government:
$3,615,000.

® (.1 CENT—9-1-1 GRANTS. Because fees are collected to the whole penny,
carryover funds are generated. M. S. 403.11, subd. 1, authorizes the use of
carryover funds to provide grants to local government to improve 9-1-1 service:
$50,000.

2 3.9 CENTS—METRO RADIO BOARD GRANTS. M. S. 473.901 requires
The Department of Administration to include a portion of the Metropolitan
Radio Board budget in its request for legislative appropriations. The amount
is capped at no more than 4 cents per subscriber. The current F.Y. 1999
appropriation for this item is $1,248,000, but the Metropolitan Radio Board has
subsequently revised its budget to $1,712,224. A supplemental appropriation
will be requested for F.Y. 1999.

2 0.7 CENT—9-1-1 PROGRAM ADMINISTRATION. Salaries and other
program administration costs of running the Minnesota 9-1-1 Program:
$302,251.

8 10 CENTS—ENHANCED 9-1-1 GRANTS. M. S. 403.113 establishes
enhanced 9-1-1 grants for implementing, improving, and maintaining enhanced
9-1-1: $4,440,000.

g8 (.1 CENT—POISON CENTER GRANT. Minnesota Laws, 1994, Chapter
634, Article 1, section 25(a) require the Department of Administration to
provide grants to poison centers from carryover funds: $50,000.

B 3.2 CENTS—WIRELESS 9-1-1 COSTS. Installation and recurring charges
for integrating wireless 9-1-1 calls into enhanced 9-1-1 networks. Minnesota
Laws, 1997, Chapter 202, article 3, section 21: $1,434,000.

2 0.9 CENT—REMAINDER (CARRY OVER). Each penny collects slightly

more than $450,000 per year. Because collections are to the whole penny, fee
collections exceed annual costs. M. S. 403.11, Subd. 1 directs that these funds
must not cancel and are carried forward to subsequent years: $384,504.

BUDGET ISSUES:

8 WIRELESS 9-1-1. Costs to maintain the 9-1-1 system are increasing due to

the new requirements to integrate wireless 9-1-1 into the enhanced 9-1-1
systems. Each wireless system extends beyond city and county borders, and
some beyond enhanced 9-1-1 selective router areas. Accordingly, the 9-1-1
program pays for both the installation and recurring costs to integrate wireless
9-1-1 calls into the enhanced 9-1-1 systems. That includes costs for connecting
wireless switching offices to multiple selective routers, operated by different
9-1-1 service providers.

GRANTS. Increases in the number of people paying the 9-1-1 fee will cause
nominal increases in funding for State Patrol (2 cents of the 27-cent fee on
wireless subscribers) and for Enhanced 9-1-1 (10 cents of the 27-cent fee on
both wired and wireless telephone lines). M. S. 403.113, subd. 5 requires the
commissioner of administration to review the enhanced 9-1-1 funding
requirements by the end of 1998. Certifications of assessments for calendar
years 1995 and 1996 demonstrated that the amounts distributed to counties and
cities operating 9-1-1 Answering Points has been 4 or less of the amounts
assessed by that unit of government for enhanced 9-1-1. A local government
initiative to raise the enhanced fee (and the 30-cent cap) may be pursued this
session. Houston County Board of Commissioners Resolution 98-36 expresses
the public policy issue, stating that local property taxation is an inappropriate
funding source for enhanced 9-1-1, and resolving to support a substantial
increase of the enhanced 9-1-1 surcharge in an attempt to make enhanced 9-1-1
self-supporting on a user fee basis.

METRO RADIO BOARD. A major increase in the 9-1-1 budget is needed to
cover further increases for the Metropolitan Public Safety Radio system from
9-1-1 funds. The Metropolitan Radio Board increased its 1997 budget from
$93,000 to $1,200,000 in 1998, and $1,712,224 (initially $1,248,000, but
subsequently further increased) in 1999. The current Metropolitan Radio
Board budget calls for funding from the 9-1-1 special revenue fund of
$1,780,713 in F.Y. 2000.
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2000-01 Biennial Budget

BUDGET ACTIVITY: 9-1-1 Special Revenue Fund
PROGRAM: InterTechnologies Group
AGENCY: Administration, Department of (Admin)
(Continuation)

The Metropolitan Radio Boards budget assumes that the board will use the total
amount of 9-1-1 revenues available to it under M. S. 473.901, which requires that
up to 4 cents of the 9-1-1 fee be dedicated to pay for debt service on Metro Radio
Board bonds and for the elements of the first phase Metro Radio system that
support mutual aid communications and emergency medical services. An
anticipated $1,851,942 is expected to be the amount budgeted by the Metropolitan
Radio Board for F.Y. 2001. The Metropolitan Council is required by M. S.
473.901 to submit the Metropolitan Radio Board annual budget to the Department
of Administration by December 15 of each year.

REVENUE:

Funds are collected through a monthly statewide telephone fee which has been set
by statute at not less than 8 cents nor more than 30 cents per month on each
telephone line. The fee amount (currently 27 cents) is set by the commissioner of
administration with the approval of the commissioner of finance.

Recent Revenue Levels ($0001):

Fiscal 1992 1993 1994 1995 1996 1997 1998 1999
Year ant

Fee 18 18 14 14 22 22 22 27

(wired)

Fee 14 12 12 22 27

(wireless)

Collections ~ $4,911  $4,937  $3,949  $4,596  $6,600 $7,875  $9,530 $11,989

% Inc/Dec 0.53 (20.0) 16.38 43.60 19.32 21.02 21.02 25.80

The decrease in revenues in F.Y. 1994 was due to a reduction in the 9-1-1 fee to
14 cents, but was offset by other receipts (mostly the rebate of telephone
overcharges) of $760,000. There was a further decrease in F.Y. 1995 revenues, but
that decrease was partly offset by the addition of wireless cellular subscribers who
started paying the 9-1-1 fee at the beginning of F.Y. 1995. The enhanced 9-1-1
fund (the 10-cent E 9-1-1 component of the fee) increased our costs in 1995 and
1996, but the fee was not increased to 22 cents (for wired telephones) until October

of 1995 because carryover funds were available in the 9-1-1 Special Revenue Fund.
Likewise, the increase in F.Y. 1998 costs caused by the Metro Radio System was
offset by carryover funds rather than an immediate increase in the 9-1-1 fee, but fee
revenues still increased because 1997 legislation expanded the scope of the
enhanced 9-1-1 fee, requiring collection from the wireless access service providers.
The fee was increased to 27 cents effective 7-1-98, to cover the costs of
implementing wireless enhanced 9-1-1 and increases in the Metropolitan Radio
Board budget.

Dollars in Thousands

F.Y. 1997 EY. 1998 E.Y. 1999 E.Y. 2000 E.Y. 2001
Type of Revenue:
Dedicated-StateGovernment
Special Revenue 7,875 9,530 11,989 12,632 13,364
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Agency: ADMINISTRATION DEPT
Program: INTERTECHNOLOGIES GROUP
Activity: 911 EMERGENCY SERVICES
F.Y. 2000 F.Y. 2001 Biennial Change
Budaet Activity Summa Actual ACtuaI Budgeted 2000-01 GOVI1993-99
9 v v F.Y.1997 | F.Y.1998 | F.Y.1999 Governor Governor
Base Recomm. Base Recomm. Dollars Percent
EXPENDITURES BY CATEGORY:
STATE OPERATIONS
PERSONAL SERVICES 153 165 160 204 204 204 204 83 25.5%
OPERATING EXPENSES 3,993 3,378 10,584 | 4,904 4904 | 4,904 4,904 | (4,154) -29.8%
SUBTOTAL STATE OPERATIONS 4,146 3,543 10,744 | 5,108 5,108 5,108 5,108 | (4,071) -28.5%
LOCAL ASSISTANCE 3,184 5619 6,968 | 5,949 6,597 5,935 6,659 | 669 5.3%
Total Expenditures 7,330 9,162 17,712 I 11,057 11,705 l 11,043 11,767 | (3,402) -12.7%
CHANGE ITEMS: _FUND
(B) METRO RADIO BOARD F.Y. 1999 SUPPLEMENT SGS 465 648 724
Total Change ltems 465 | 648 | 724
FINANCING BY FUND:
CARRY FORWARD:
STATE GOVERNMENT SPECIAL REVENUE 395 77 6,370 0 0 0 0
DIRECT APPROPRIATIONS:
STATE GOVERNMENT SPECIAL REVENUE 6,935 9,085 11,342 11,057 11,705 11,043 11,767
Total Financing 7,330 9,162 17,712 11,057 11,705 11,043 11,767
REVENUE COLLECTED:
DEDICATED
STATE GOVERNMENT SPECIAL REVENUE 7,875 9,557 11,535 12,632 12,632 13,364 13,364
Total Revenues Collected 7,875 9,557 11,535 12,632 12,632 13,364 13,364




Agency: ADMINISTRATION DEPT
Program: INTERTECHNOLOGIES GROUP
Activity: 911 EMERGENCY SERVICES

State of Minnesota
2000-2001 Biennial Budget
(Dollars in Thousands)

F.Y. 2000 F.Y. 2001
Budaet Activity Summa Actual Actual Budgeted 0
udget Activity v F.Y.1997 | F.Y.1998 | F.Y.1999 Governor Governor
Base Recomm. Base Recomm.
FTE BY EMPLOYMENT TYPE:
FULL TIME 3.0 3.0 3.0 3.0 3.0 3.0 3.0
Total Full-Time Equivalent 3.0 3.0 3.0 3.0 3.0 3.0 3.0
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F.Y. 2000-01 BUDGET CHANGE ITEM

AGENCY: Administration, Department of

PROGRAM: InterTechnologies Group
ACTIVITY: 9-1-1 Special Revenue Fund
ITEM TITLE: Metro Radio Board Supplement

1998-1999 Biennium 2000-01 Biennium
F.Y.1999 F.Y.2000 F.Y.2001

2002-03 Biennium
F.Y. 2002 FE.Y.2003

Expenditures: ($000s)
Special Revenue Fund
-9-1-1 Fund $465 $648 $724 $802 $885

Revenues: ($000s)
Special Revenue Fund
- 9-1-1 Fund $465 $648 $724 $802 $885

Statutory Change? Yes No_X

If yes, statutes(s) affected:

D New Activity Supplemental Funding D Reallocation

GOVERNOR'’S RECOMMENDATION:

The Governor recommends increasing the F.Y. 1999 9-1-1 Special Revenue Fund
appropriation by $465,000 in F.Y. 1999, $648,000 in F.Y. 2000 and $724,000 in
F.Y. 2001 in order to allow the department to transfer the appropriate amount to the
Metropolitan Radio Board consistent with its approved budget.

RATIONALE:

M.S. 473.901 requires the Department of Administration to include a portion of the
Metropolitan Radio Board budget in its request for legislative appropriations. The
current F.Y. 1999 appropriation for this item is $1,248,000. The Metropolitan
Radio Board is required to submit an annual budget, however, and its F.Y. 1999
budget was approved after the biennial appropriation for 9-1-1 was approved. The
Board has informed the Department of Administration that the F.Y. 1999
requirement has been increased to $1,712,224. A supplemental appropriation of
$465,000 is needed in F.Y. 1999 in order to allow the Department of Administra-

tion to comply with M.S. 473.901 and increase the monthly payment to the
Metropolitan Radio Board’s approved budget level. Subsequent year requests are
based on assumptions adopted by the Metropolitan Radio Board.

FINANCING:

Existing 9-1-1 fee collections are sufficient to cover this added expense to the 9-1-1
fund.

OUTCOMES:
The Department of Administration will be in compliance with M.S. 473.901, and

the Metropolitan Radio Board will receive funding from the 9-1-1 Special Revenue
fund up to its approved budget level.
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2000-01 Biennial Budget

BUDGET ACTIVITY: Intergov Info Systems Adv. Cncl
PROGRAM: InterTechnologies Group
AGENCY: Administration, Department of (Admin)

ACTIVITY PROFILE:

Pursuant to M.S.16B.42, the Intergovernmental Information Systems Advisory
Council (IISAC) expires 6-30-99.
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State of Minnesota
2000-2001 Biennial Budget
(Doliars in Thousands)

Agency: ADMINISTRATION DEPT
Program: INTERTECHNOLOGIES GROUP

Activity:  INTERGOV INFO SYSTEMS ADV CNCL
F.Y. 2000 F.Y. 2001 Biennial Change
Budaget Activity Summa Actual Actual Budgeted 2000-01 Gov / 1998-99
udg ity ry F.Y.1997 | F.¥.1998 | F.Y.1999 Governor Governor
Base Recomm. Base Recomm. Dollars Percent
EXPENDITURES BY CATEGORY: l
STATE OPERATIONS
PERSONAL SERVICES 137 190 196 | - 0 0 0 0 (386) -100.0%
OPERATING EXPENSES A 341 | 124 372 | 0 0 | 0 o | (496) -100.0%
SUBTOTAL STATE OPERATIONS . 478 314 568 | [} 0 0 0 (882) -100.0%
LOCAL ASSISTANCE 88 5 85 | 0 0 0 0 (90) -100.0%
Total Expenditures I 566 | 319 653 | 0 o | 0 o | (©72) -100.0%
FINANCING BY FUND:
DIRECT APPROPRIATIONS:
GENERAL 566 319 653 0 0 0 0
Total Financing 566 319 653 i} 0 () 0
FIE BY EMPLOYMENT TYPE:
FULL TIME 2.4 3.0 3.0 0.0 0.0 0.0 0.0
Total Full-Time Equivalent 2.4 3.0 3.0 0.0 0.0 0.0 0.0
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2000-01 Biennial Budget

PROGRAM: Facilities Management
AGENCY: Administration, Department of (Admin)

PROGRAM PROFILE:

The Facilities Management Bureau manages the land and buildings owned or
leased by the state (except certain Department of Natural Resources, Department
of Transportation, and Minnesota State Colleges and University System properties)
by planning, designing, constructing, operating, maintaining, leasing, renovating,
and preserving state buildings and grounds, and administers and enforces the
Minnesota State Building Code. Activities of this program are building construc-
tion, building codes and standards, real estate management, and plant management.

The primary objectives are to:

B Meet agency construction projects and space needs that are timely and cost-
effective.

B Guide state agencies in the reduction of pollution in the environment and
decrease dependence on natural resources through diligent leadership in the
areas of energy management, resource recovery, and transportation.

8 Facilitate agency identification of long-term capital needs and baseline
information on each capital project from inception to occupancy through a 6-
year planning process for greater project accountability.

STRATEGIES AND PERFORMANCE:

The overall goals are to provide high quality, cost-effective, energy-efficient, safe
and healthy facilities and to continue to implement capital budget improvements
and the long-range Strategic Plan for Locating State Agencies. Capital improve-
ment projects will continue to go through the predesign stage introduced in 1994
to establish the project scope, cost, and time schedule to better define project
parameters before major funds are committed. The development and management
of data bases for cost history and asset preservation will assist agencies and the
legislature in providing and reviewing key project information. The program is
identifying and implementing a computer assisted facilities management (CFAM)
program to provide tools needed for improved management of operations.

# Building Construction: For many years, building construction has relied on
existing staff and resources to manage additional initiatives such as statewide
building access, hazardous materials abatement, underground storage tank

removal, CAPRA, indoor air quality, and services to the Designer Selection
Board. Other architectural, engineering, and professional services have been
provided without increasing staff by contracting needed services at a much
higher cost to the taxpayers.

With the growing workload due to the significant bonding bills in 1994,
1996 and 1998, facilities management is experiencing difficulty in continuing
to provide the quality services historically provided. In 1996 this activity went
through a refocusing process and developed a reorganized structure for
improved efficiency of operation and delivery of services.

Building Codes and Standards: This program administers and enforces the
state building code and performs elevator inspections to ensure building codes
and standards are uniformly adopted and administered, and buildings comply
with minimum health and safety standards. Currently, 70 out of 87 counties and
475 out of 854 cities are noncode enforcement jurisdictions. The current model
code system in the United States is in the process of a major unification change.
In order for the entire construction industry to keep up with these changes, a
continuous widespread training and education program will be instituted.
Successful code administration will depend on the application of rules and
standards by architects, engineers, building officials, contractors, and the
general public. This activity converted to a revolving fund in 1997 and
completed its reorganization in 1998.

Real Estate Management: State agencies are located in space that is the most
economical, yet meets agency program needs. Whenever possible, fragmented
agencies are consolidated and co-located to conserve resources through the
sharing of space, equipment, and staff and to improve public access to
government services. Leasing of nonstate-owned office space has significantly
increased from 2.2 million square feet in 1988 to 3.2 million in 1998.

Plant Management: The plant management activity provides and maintains
quality building environments that meet code requirements and customer needs
and provides leadership in the areas of energy management, resource recovery,
and transportation. Plant Management (except for its energy management,
resource recovery, and parking/transportation programs) operates as a revolving
fund, which needs to efficiently manage its operations to meet customer
requirements while controlling operating costs and lease rates. This activity
reorganized its operation in 1995 for improved delivery of services.
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2000-01 Biennial Budget

PROGRAM: Facilities Management

AGENCY: Administration, Department of (Admin)

(Continuation)

FINANCING INFORMATION:

The Facilities Management Bureau receives revenue from a variety of sources:

Dedicated revenues are generated by Building Construction, Plant Manage-
ment, and Building Codes and Standards.

Non-dedicated revenues are generated by Real Estate Management and Plant
Management.

Revolving fund revenues are generated by Plant Management.

BUDGET ISSUES:

Budget issues affecting the Facilities Management Program include:

There are an increasing number of projects and a need to more closely monitor
the construction phase of a project.

The deferred maintenance needs for the Capitol Complex and various outlying
buildings is about $24 million. It is more economical for the state to fund a
preventive maintenance program for repair and replacement than to incur costs
for emergency repairs or full replacement of facilities.

GOVERNOR’S RECOMMENDATION:

The Governor recommends base funding levels as requested in the agency’s budget
except for the following adjustments: a one-time General Fund increase in F.Y.
2000 of $520,000 for improvements to the Security Infrastructure of the Capitol
Complex. Additionally, the Governor recommends that $4,697,000 in F.Y. 2000
and $4,761,000 in the Plant Management Internal Service Fund scheduled to be
transferred to the General Fund for building depreciaiton be retained and used for
repair and replacement of state-owned capital assets.
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Agency: ADMINISTRATION DEPT
Program: FACILITIES MANAGEMENT

State of Minnesota

2000-2001 Biennial Budget

(Dollars in Thousands)

Biennial Change

F.Y. 200 Y.
Program Summar Actual Actual Budgeted 2000 F.Y. 2001 2000-01 Gov / 1998-99
g nmary F.Y. 1997 F.Y. 1998 F.Y. 1999 Governor Governor
Base Recomm. Base Recomm. Dollars Percent
EXPENDITURES BY ACTIVITY:
REAL ESTATE MANAGEMENT 389 338 355 376 376 396 396 79 11.4%
PLANT MANAGEMENT 2,704 4,024 5,987 2,813 3,333 2,847 2,847 (3,831) -38.3%
BUILDING CODES & STANDARDS 2,193 2,819 3,800 4,100 4,100 4,200 4,200 1,681 25.4%
BUILDING CONSTRUCTION 6,859 18,718 8,558 2,394 2,394 2,442 2,442 (22,440) -82.3%
Total Expenditures 12,145 25,899 18,700 9,683 10,203 9,885 9,885 (24,511) -55.0%
CHANGE ITEMS: _FUND
(B) SECURITY INFRASTRUCTURE-CAPITOL CMPLX GEN 520
Total Change ltems 520
FINANCING BY FUND:
DIRECT APPROPRIATIONS:
GENERAL 3,582 5,958 7,158 3,863 4,383 3,958 3,958
TRUNK HIGHWAY | o | 464 o | 0 0| 0 0
STATUTORY APPROPRIATIONS:
STATE GOVERNMENT SPECIAL REVENUE 2,202 2,819 3,800 4,100 4,100 4,200 4,200
SPECIAL REVENUE | 1,530 | 1,435 1,729 | 1,492 1,402 | 1,492 1,492
FEDERAL | 4,569 | 14,348 5,608 | 0 0| 0 0
AGENCY ] 153 | 395 228 | 228 228 | 235 235
GIFT | 109 | 480 177 | 0 0| 0 0
Total Financing 12,145 25,899 18,700 9,683 10,203 9,885 9,885
FTE BY EMPLOYMENT TYPE:
FULL TIME 90.1 87.3 111.7 109.7 109.7 109.7 109.7
PART-TIME, SEASONAL, LABOR SER 1.7 25 0.2 0.2 0.2 0.2 0.2
OVERTIME PAY 0.6 05 0.2 0.2 0.2 0.2 0.2
Total Full-Time Equivalent 92.4 90.3 1124 110.1 110.1 11041 11041
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2000-01 Biennial Budget

BUDGET ACTIVITY: Real Estate Management
PROGRAM: Facilities Management
AGENCY: Administration, Department of (Admin)

ACTIVITY PROFILE:

This activity exists to provide the following services to state agencies statewide,
except those agencies that have their own authority or are exempt from M.S.
16B.24, such as the departments of Transportation and Natural Resources, and the
Minnesota State Colleges and Universities:

B Provide, allocate, and lease state-owned and nonstate-owned real property to
house state agencies in quality spaces at the most economical rent.

B Generate revenue by leasing state-owned property that is temporarily not
needed for state use.

® Provide space programming and monitor leasehold improvement construction
for compliance with terms and conditions of leases.

B Assist agencies in acquiring and disposing of real property, issue easements and
permits, and transfer custodial control of property between agencies.

@ Manage the Capitol Child Care Center vendor contract.

STRATEGIES AND PERFORMANCE:

The activity maintains 900 leases of nonstate-owned and state-owned real property.
The state leases approximately 3.8 million usable square feet of nonstate-owned
space and other real property statewide at an annual cost of $54 million. The
Department of Administration leases 1.2 million usable square feet of state-owned
space under its custodial control to other agencies. Of the total 5 million usable
square feet occupied, approximately 76% is nonstate owned.

Life cycle cost analyses on owning and leasing real estate have shown that it is
more economical to own than lease facilities. Case-by-case life cycle cost analyses
of owning and leasing facilities will continue to be used to determine the most
economic manner of providing space for state agencies.

Consolidation and co-location of agencies continues to be a priority. The
anticipated results of this effort are to conserve resources by sharing space,
equipment, and staff. Consolidation and co-location offer the public the ability to
obtain products and services and to conduct more than 1 transaction at a visible,
accessible, easily identifiable location. Consolidation and co-location also facilitate

transportation pools that lead to conserving resources, better accessibility, reducing
pollution and controlling parking development costs.

The primary issue raised in customer surveys is the time it takes to complete
transactions. Real estate negotiations and transactions have become more complex
due to issues involving accessibility, code compliance, indoor air quality,
hazardous materials and risk management. Due to the lack of availability of larger
spaces in the market, negotiations have become exceedingly more difficult and
time consuming. Customers expect the service to also provide project management
to ensure that spaces are delivered in accordance with lease terms and conditions.
These requirements need to be addressed and monitored, but due to inadequate
staffing for the workload, it is difficult to be thorough and often these issues are
only minimally addressed.

FINANCING INFORMATION:
This program activity is financed by the General Fund.

This activity is anticipated to generate nondedicated revenue of $10,000 in the F.Y.
2000-01 biennium from leasing state property that is temporarily surplus.
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State of Minnesota
2000-2001 Biennial Budget
(Dollars in Thousands)

Agency: ADMINISTRATION DEPT
Program: FACILITIES MANAGEMENT
Activity: REAL ESTATE MANAGEMENT
F.Y. 2000 F.Y. 2001 Biennial Change
Budget Activity S mar Actual Actual Budgeted 2000-01 Gov / 1998-99
udget Activity Summary F.Y.1997 | F.y.1998 | F.Y.1999 Governor Governor
Base Recomm. Base Recomm. Dollars Percent
EXPENDITURES BY CATEGORY:
STATE OPERATIONS
PERSONAL SERVICES 270 258 280 293 293 312 312 67 12.5%
OPERATING EXPENSES 119 78 75 83 83 84 84 | 14 9.2%
SUBTOTAL STATE OPERATIONS 389 336 355 376 376 396 396 | 81 11.7%
CAPITAL OUTLAY 0 2 0 0 0 0 o | (2) -100.0%
Total Expenditures 389 338 355 376 376 396 396 l 79 11.4%
FINANCING BY FUND:
DIRECT APPROPRIATIONS:
GENERAL 389 338 355 376 376 396 396
Total Financing 389 338 355 376 376 396 396
REVENUE COLLECTED:
NONDEDICATED
GENERAL 1 52 6 5 5 5 5
Total Revenues Collected 1 52 6 5 5 5 5
FTE BY EMPLOYMENT TYPE:
FULL TIME 5.4 2.8 5.0 5.0 5.0 5.0 5.0
Total Full-Time Equivalent 5.4 2.8 5.0 5.0 5.0 5.0 5.0
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2000-01 Biennial Budget
BUDGET ACTIVITY: Plant Management Division (PMD)

PROGRAM: Facilities Management
AGENCY: Administration, Department of (Admin)

-ACTIVITY PROFILE:

Plant Management maintains 3.5 million gross square feet in 21 facilities, the
surrounding grounds and parking areas under the custodial control of the
Department of Administration, promotes energy conservation opportunities on a
statewide basis and administers the state resource recovery program. Its mission
is to deliver consistent quality services to ensure cost-effective, clean, safe and
environmentally sound buildings, grounds and operations.

To carry out its mission, Plant Management is organized into 4 areas: Complex
Operations, Complex Services, Technical Services, and Support Operations.

Complex Operations maintains and operates buildings under the custodial control
of Plant Management through housekeeping, engineering, building management
and project coordination services.

Complex Services provides grounds maintenance and snow removal services in
the Capitol complex; operates the State Recycling Center; provides resource
recovery assistance and education; and approves and coordinates special events
occurring in areas under the division’s custodial control. Also provided are
material transfer services including vehicle repair, refuse removal, moving and
delivery services.

Technical Services provides traditional trade and repair services as part of the
lease of space by Admin to other agencies. Minor repairs, remodeling, or other
jobs outside of the scope of the lease agreement are performed by Plant Manage-
ment on a fee-for-service basis. Also provided is the operation of the environmen-
tal, fire, life and safety systems. This area also focuses on statewide energy
efficiency improvements, monitors the use of energy in all state-owned facilities,
and completes energy retrofit projects through Energy Management Services.

Support Operations schedules and dispatches services in response to ten-
ant/building issues or problems; schedules common space conference rooms and
special events; manages contract and daily permit parking in the Capitol complex;

manages the bus card program; and provides administrative, technological, and
financial support to all other activities in the division. This area also provides
transportation coordination services to increase the use of alternative forms of
transportation in the Capitol complex and to reduce the number of single
occupancy vehicles.

STRATEGIES AND PERFORMANCE:

Plant Management has developed a prioritized Asset Preservation Program that
includes all facilities under the custodial control of Plant Management including
buildings, grounds, monuments, memorials, statues, sidewalks, easements, parking
garages, ramps, lots, and state-owned streets. The overall goal of the asset
preservation program is to continually ensure that all facilities are operated,
repaired, maintained and replaced in a cost-effective manner to maintain the
structural integrity of the facilities and preserve the state assets. This program is
critical to the ongoing successful management of the division.

M. S. 16A.11, subd. 6, was amended to provide repair and replacement activities.
Due to the age and condition of the buildings under its custodial control, Plant
Management has a significant need for funding of major repair/replacement
projects. The Statewide Facilities Managers’ Group is recommending appropriate
ongoing maintenance funding, as well as providing recommendations to address
the existing “capital iceberg” for deferred maintenance. It is critical that funding
for ongoing maintenance be provided. '

A segregated Facility Repair/Replacement account was established through a
change in legislation in 1998 to enable CAPRA/ADA bond interest and building
depreciation to be transferred to this account to be held in reserve for use by Plant
Management to fund major maintenance/repair or replacement projects in the
buildings under its custodial control. Previously, the funds were transferred to the
General Fund. The goal of this account is to allow funds to accumulate so more
major facility repairs/replacements can be accomplished. Currently, receipts are
estimated at $250,000 per year. Over time, this account, in conjunction with any
funding resulting from the repair and replacement amendment, should assist Plant
Management in planning and budgeting for future cyclical repairs and replacements
that extend the useful life of the facilities and reduce the need for long-term capital
funding.

Improvements in the delivery of housekeeping, engineering and grounds services
are estimated to exceed the performance reporting standards for the previous
biennium. In order to continue with recycling efforts, it is anticipated that there
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2000-01 Biennial Budget

BUDGET ACTIVITY: Plant Management Division (PMD)
PROGRAM: Facilities Management
AGENCY: Administration, Department of (Admin)
(Continuation)

will be an increase in the annual recycling rate in the metropolitan area and a
reduction in the Capitol Complex refuse sent to the refuse-diverted fuel facility
based on occupancy. Through energy retrofit programs, electrical energy demand
and consumption, as well as natural gas consumption, will be significantly reduced
in state-owned buildings resulting in energy and operational cost savings for state
agencies. By negotiating fuel types and costs for state institutions, fuel cost savings
will be achieved. Training programs for state facility operators will continue to be
offered. These offerings will improve operational efficiencies in state facilities and
help in keeping state facility operators current with the technologies of today.

FINANCING INFORMATION:

This activity generates dedicated, non-dedicated, General, and revolving fund
revenue (see finance page for revolving and General Fund revenue).

Dedicated and non-dedicated receipts include the following:

Receipts F.Y.2000 F.Y.2001 F.Y.2002 F.Y.2003
Bus Cards! 228,232 235,079 242,131 249,395
Parking ? 2,004,323 2,024,366 2,044,609 2,065,056
Parking Surcharge? 269,253 271,945 274,665 277,411
Energy-SMS 3 68,250 68,250 69,274 70,313
Energy-Minnegasco* 84,107 83,985 80,422 69,765
Resource Recovery® 102,317 104,551 103,255 111,788

For the sale of Metro Transit bus cards. This program was previously managed
by Admin’s Travel Management Division.

For parking contracts in the Capitol Complex area including the newly
constructed 14th Street Ramp.

From the operating budgets of retrofitted facilities statewide to be used for the
annual testing, calibration, certification and field maintenance of the Savings
Monitoring System (SMS) hardware.

Loan paybacks for projects initiated under the Minnegasco Grant Program.
Resource Recovery non-dedicated receipts based on market fluctuations.

PROJECTED REVENUES - F.Y. 2000
(all sources: $42,454,280)

Revolving Fund 89.3%

Other Funds 8.1%

General Fund 2.6%

OPERATING EXPENSES - REVOLVING LEASE ACTIVITY F.Y. 2000
Total: $37,292,318

M&L/Repairs/Alt./Maint. 5.9%

Salaries & Benefits 28.3%
Supplies/Other Exp. 10.1%

Bond Interest 19.9%
Utilities 16.2%

Statewide Indirect Costs 3.4%
Building Depreciation 16.2%

(only a portion of PMD’s operation)
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BUDGET ACTIVITY: Plant Management Division (PMD)
PROGRAM: Facilities Management
AGENCY: Administration, Department of (Admin)
(Continuation)

BUDGET ISSUES:

2 Energy Retrofit: The NSP/State of Minnesota Energy Retrofit program
implemented through the Energy Management Section completed energy
retrofits in 22 million square feet of state-owned buildings, producing annual
energy savings of $4.4 million. Approximately 16 million square feet of state-
owned buildings were not included in this project.

B8 Deferred Maintenance: Plant Management’s deferred maintenance needs
total approximately $24 million for the 3.5 million gross square feet of space
maintained in the Capitol Complex and various outlying buildings. In the F.Y.
1998-99 ‘biennium, Plant Management received an asset preservation
appropriation from the legislature, for $2.25 million for each year of the
biennium for repair and maintenance of state facilities under the custodial
control of Admin. This account is being used to fund major repair/replacement
projects such as the roof replacement of the State Office Building, tuckpointing
of the lower levels of the Capitol Building, and roof replacement and renovation
of the 5th floor of the Veterans Service Building.

Continual deferral of major repair/replacement projects will cause serious
structural damage and deterioration to the asset and will significantly reduce the
life expectancy of the buildings. Preventive maintenance and a planned,
coordinated repair/replacement program are significantly less expensive to the
state than emergency repairs or full replacement of facilities.
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State of Minnesota
2000-2001 Biennial Budget
(Dollars in Thousands)

Agency: ADMINISTRATION DEPT
Program: FACILITIES MANAGEMENT
Activity: PLANT MANAGEMENT
F.Y. 2000 F.Y. 2001 Biennial Change
L Actual Actual Budgeted 2000-01 Gov / 1998-99
Budget Activity Summary F.Y.1997 | F.Y.1998 | F.Y.1999 Governor Governor
Base Recomm. Base Recomm. Dollars Percent
EXPENDITURES BY CATEGORY:
_STATE OPERATIONS
PERSONAL SERVICES 1,080 1,130 1,110 1,123 1,123 1,144 1,144 27 1.2%
OPERATING EXPENSES 1,670 1,872 4,877 | 1,690 2,210 1,703 1,703 (2,836) -42.0%
SUBTOTAL STATE OPERATIONS 2,650 3,002 5,987 | 2,813 3,333 2,847 2,847 (2,809) -31.2%
CAPITAL OUTLAY 54 1,022 0| 0 0 0 0 (1,022) -100.0%
Total Expenditures 2,704 4,024 5,987 | 2,813 3,333 2,847 2,847 (3,831) -38.3%
CHANGE ITEMS: _FUND
(B) SECURITY INFRASTRUCTURE-CAPITOL CMPLX GEN 520
Total Change ltems | 520
FINANCING BY FUND:
DIRECT APPROPRIATIONS:
GENERAL 1,037 2,421 4,180 1,093 1,613 1,120 1,120
STATUTORY APPROPRIATIONS:
STATE GOVERNMENT SPECIAL REVENUE 9 0 0] 0 0 0 0
SPECIAL REVENUE 1,505 1,387 1,579 | 1,492 1,492 1,492 1,492
AGENCY 153 216 228 | 228 228 235 235
Total Financing 2,704 4,024 5,987 2,813 3,333 2,847 2,847
REVENUE COLLECTED:
DEDICATED
SPECIAL REVENUE 2,044 1,809 2,348 2,425 2,425 2,448 2,448
AGENCY 171 189 228 228 228 235 235
NONDEDICATED
GENERAL 191 115 100 102 102 105 105
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State of Minnesota
2000-2001 Biennial Budget
(Dollars in Thousands)

Agency: ADMINISTRATION DEPT
Program: FACILITIES MANAGEMENT
Activity: PLANT MANAGEMENT

F.Y. 2000 F.Y. 2001
Budget Activity Summa Actual Actual Budgeted

g ry F.Y.1997 | F.v.1998 | F.Y.1999 Governor Governor

Base Recomm. Base Recomm.
Total Revenues Collected 2,406 2,113 2,676 2,755 2,755 2,788 2,788

FTE BY EMPLOYMENT TYPE:

FULL TIME 279 27.9 26.7 26.7 26.7 26.7 26.7
. PART-TIME, SEASONAL, LABOR SER 0.1 0.2 0.2 0.2 0.2 0.2 0.2
OVERTIME PAY 0.4 0.2 0.2 0.2 0.2 0.2 0.2
Total Full-Time Equivalent 28.4 28.3 27.1 2741 27.14 27.1 271
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F.Y. 2000-01 BUDGET CHANGE ITEM

AGENCY: Administration, Department of (Admin)
PROGRAM: Facilities Management
ACTIVITY: Plant Management Division (PMD)

ITEM TITLE: Security Infrastructure--Capitol Complex

2000-01 Biennium 2002-03 Biennium

F.Y. 2000 F.Y. 2001 E.Y. 2002 F.Y. 2003
Expenditures: ($000s)
General Fund
- State Operations $520 $-0- $-0- $-0-
Revenues: ($000s)
General Fund $-0- $-0- $-0- $-0-
Statutory Change? Yes No_X

If yes, statutes(s) affected:

I:I New Activity Supplemental Funding D Reallocation

GOVERNOR’S RECOMMENDATION:

The Governor recommends $520,000 in F.Y. 2000 for critically needed security
equipment replacement and upgrades in the Capitol Complex.

RATIONALE:

The Department of Administration has been methodically upgrading and rebuilding
electronic systems in the Capitol Complex and has been continually working to
update each of these systems. As this process has proceeded, security needs of
agencies have increased, the addition of a new office building has used up all
capacity in the systems, and the systems are experiencing significant failures.
Failures are a result of keeping equipment in service that has exceeded its useful
life, corrosion of buried conductors, and damage that occurs as a result of
construction that has been completed in the Capitol Complex over the last several
years.

A predesign for replacement of these systems has been completed, and the
Department of Administration has begun meeting with other agencies to ensure

continuity in all security systems in the Capitol Complex. Design was being
completed with the intention of submitting a capital budget request to the 2000
Legislature. However, the addition of a new office building and an increase in
overall failure of these systems has overloaded the capabilities of the existing
systems, requiring an accelerated replacement schedule.

Each of these systems was evaluated for Year 2000 concerns. Initially, all systems
appeared to be compliant and did not present any concerns. Recently, the
Department of Administration has been notified that individual systems are
compliant, but because of the way they are configured in the Capitol Complex, the
total integration and interface of systems may not be compliant. Year 2000
concerns necessitate an acceleration of the replacement schedule to ensure
continued operation of existing security systems and critical video/intercom
switching equipment.

FINANCING:

Funding will provide for a tumkey replacement of equipment, installation, and
training. Continued funding for operation of these systems after installation will
be accomplished through existing operating budgets.

OUTCOMES:

Replacement of video/intercom switching systems will improve overall security in
the Capitol Complex for state personnel and visitors. Equipment upgrades will
include capacity for agencies to increase security as necessary, dependent on their
evolving needs. Improved camera and intercom systems will allow for improved
response time and tracking for Department of Public Safety personnel. Overall
security in the Capitol Complex will become more reliable and will result in cost
savings tied to continued repair issues of the existing equipment.

This replacement lays the infrastructure that will allow continued operation of

security systems in the Capitol Complex. It also provides an infrastructure that will
be expandable to meet the growing, evolving security needs of state agencies.
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BUDGET ACTIVITY: Plant Management 2000-01 BIENNIAL BUDGET
PROGRAM: Facilities Management (DOLLARS IN THOUSANDS)
AGENCY: Administration, Department of

REVOLVING FUND ACTIVITY: Leases, Materlals Transfer, Roj & Alpha
TYPE OF FUND: Internal Service Fund
FUND NUMBER: 820

* OPERATIONS DATA * * FINANCIAL DATA *
ACTUAL EST/ACT ESTIMATED PROJECTED PROJECTED ACTUAL EST/ACT ESTIMATED
FY 1997 FY 1998 FY 1989 FY 2000 FY 2001 i FY 1997 FY 1998 FY 1999
OPERATING REVENUES: ASSETS:
NET SALES 26,981.6 28,207.6 29,016.2 37,286.7 38,151.4 CURRENT ASSETS:
LESS: COST OF SALES
CASH 5,758.0 3,196.3 3,382.2
GROSS PROFIT ON SALES 26,981.6 28,207.6 29,016.2 37,286.7 38,151.4 OTHER CURRENT ASSETS 1,050.2 3,868.4 3,187.9
OTHER REVENUE 658.5 695.1 402.3 623.0 623.7
TOTAL CURRENT ASSETS 6,808.2 7,064.7 6,570.1
NET REVENUES 27,640.1 28,902.7 29,4185 37,908.7 38,775.1
NON-CURRENT ASSETS: 1,283.8 1,225.9 1,404.5
LESS: OPERATING EXPENSES: ' TOTAL ASSETS 8,002.0 8,290.6 7,974.6
SALARIES 8,350.3 8,930.8 9,193.8 11,299.4 11,940.8
SUPPLIES & EXPENSES 8,614.1 10,026.0 10,323.5 12,102.5 12,366.0
INDIRECT COSTS 487.1 508.8 559.4 1,281.6 962.9 LIABILITIES & FUND EQUITY:
AMORTIZATION & DEPRECIATION ’ 199.2 186.1 107.3 1338 144.7
LIABILITIES:
TOTAL OPERATING EXPENSES 17,650.7 19,651.7 20,184.0 24,817.3 254145
CURRENT LIABILITIES:
DUE GENERAL FUND - CURRENT
OPERATING INCOME (LOSS) 9,089.4 9,251.0 9,234.5 13,092.4 13,360.6 MASTER LEASE - CURRENT 147.2 1563.2 166.5
OTHER CURRENT LIABILITIES 1,292.3 1,433.7 1,620.2
NON-OPERATING REVENUES (EXPENSES) (9,515.9) (9,918.7) (9,872.3) (13,481.3)! (13,671.4) TOTAL CURRENT LIABILITIES 1,439.5 1,586.9 1,786.7
INCOME (LOSS) BEFORE UNUSUAL ITEMS 4735 (667.7) (637.8) (388.9 (310.8) NON-CURRENT LIABILITIES:
DUE GENERAL FUND - NON-CURRENT
UNUSUAL ITEMS (213.3) 0.0 0.0 0.0 0.0 MASTER LEASE - NON-CURRENT 308.6 2513 370.6
OTHER NON-CURRENT LIABILITIES 320.5 318.1 320.8
NET INCOME (LOSS) 260.2 (667.7) (637.8) (388.9) (310.8)
TOTAL NON-CURRENT LIABILITIES 629.1 569.4 691.4
BEGINNING RETAINED EARNINGS 5,119.1 56,359.1 5.470.0 4,832.2 4,443.3
TOTAL LIABILITIES 2,068.6 2,156.3 2,478.1
PRIOR PERIOD ADJUSTMENT (20.2) 778.6 0.0 0.0 0.0
ENDING RETAINED EARNINGS 5,359.1 5,470.0 4,832.2 44433 4,132.5 FUND EQUITY:
CONTRIBUTED CAPITAL 664.3 664.3 664.3
FOOTNOTES TO STATEMENTS: RETAINED EARNINGS 5,359.1 5,470.0 4,832.2
TOTAL FUND EQUITY 6,023.4 6,134.3 5,496.5
TOTAL LIABILITIES & FUND EQUITY 8,092.0 8,290.6 7,974.6
RATE INCREASE/(DECREASE):
liLeases 2.30% 5.20% 1.60% 9.34% 0.66%)
Materials Transfer 10.70% 8.00% 8.00% 5.00% 5.00%
ROJ & Alpha 5.50% 4.50% 4.50% 3.00% 3.00%;
FIVE YEAR AVERAGE INCREASE/(DECREASEY):
Leases 3.82%
Materials Transfer 7.34%
ROJ & Alpha 4.10%

PAGE F-249




This page intentionally left blank.

PAGE F-250



2000-01 Biennial Budget

BUDGET ACTIVITY: Building Codes and Standards Division
PROGRAM: Facilities Management
AGENCY: Administration, Department of (Admin)

ACTIVITY PROFILE:

The Building Codes and Standards Division (BCSD) administers and enforces the
state building code, which governs the construction, reconstruction, alteration, and
repair of buildings and structures to which the code is applicable. The state
building code provides basic and uniform performance standards, establishes
reasonable safeguards for health, safety, welfare, comfort, and security of the
residents of this state and provides for the use of modern methods, devices,
materials, and techniques used by the construction industry.

STRATEGIES AND PERFORMANCE:

The clientele served and impacted by the division’s statutory mandates are local
government, municipal building officials, other state agencies/divisions involved
in building construction and construction regulations, citizens of the state, design
professionals, construction industry suppliers, manufacturers and contractors,
technical committees, national model code associations, manufactured structures
corporations, manufactured home manufacturers and installers.

The BCSD has the responsibility for ensuring that the building codes and standards
are uniformly adopted and administered at the least possible cost consistent with
nationally recognized standards of health, life safety and welfare.

The division activity is achieved by updating the state building code with current
national model codes; by providing training and assistance to code officials, design
professionals and the construction industry; by oversight of municipal code
departments; by plan review and inspection of public buildings, state licensed
facilities, manufactured homes, prefabricated buildings and elevators; and by
certification of building officials.

Improved application of codes and standards will be attained at the local level
through training, direct assistance and monitoring efforts. Safer buildings will be
produced reducing loss of life and personal injury as well as property value loss.
Energy efficiency levels in buildings will be maintained as well as improvement
in accessibility and usability by the disabled community. Public and user
complaints involving quality and performance of buildings will be reduced.

Strong performance has been measured in meeting goals set in approval ratings of
educational seminars, closing of manufactured housing complaints and adoption
of model codes within 18 months of publication.

FINANCING INFORMATION:

This activity generates dedicated special revenue funds consisting of surcharge fees
and other miscellaneous fees collected for plan review, inspections, licenses,
certifications, and seals. In F.Y. 1997 the Building Codes and Standards Division
also received nondedicated revenue in the amount of $2,965,000.

BUDGET ISSUES:

The Building Codes and Standards Division is completing its reorganization and
by December 1999 will have hired the 3 additional staff needed to meet statutory
responsibilities.

Five new regional positions provide for inspections of public buildings and state
licensed facilities with full time-staff instead of contract inspectors. These regional
positions will also provide direct assistance to municipal officials, design
professionals and the general public.

F.Y. 2001 will see the start of the adoption and education process for a whole new
set of international model codes. The 3 major model code organizations
(International Conference of Building Officials, Building Officials and Code
Administrators International, and Southern Building Code Congress International)
have combined to form the International Code Council (ICC) and will produce a
family of international codes which will be available for Minnesota to adopt in F.Y.
2001-02.

To update and educate the building officials, design professionals and contractors
to these new codes will require a concerted effort by the Building Codes and
Standards Division, the Minnesota Department of Commerce, the Minnesota
Society of the American Institute of Architects, the Consulting Engineers Council
and the Builders Association of Minnesota. BCSD will increase its educational
services in order to educate approximately 17,000 to 20,000 residential and
commercial designers, contractors and inspectors before the new codes are adopted.
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State of Minnesota
2000-2001 Biennial Budget
(Dollars in Thousands)

Agency: ADMINISTRATION DEPT
Program: FACILITIES MANAGEMENT

PAGE F-252

Activity: BUILDING CODES & STANDARDS
F.Y. 2000 F.Y. 2001 Biennial Change
Budaet Activity Summa Actual Actual Budgeted 2000-01 Gov / 1998-99
udg vity y F.Y.1997 | F.Y.1998 | F.Y.1999 Governor Governor
Base Recomm. Base Recomm. Dollars Percent
EXPENDITURES BY CATEGORY:
STATE OPERATIONS
PERSONAL SERVICES 1,500 1,764 2,959 3,259 3,259 3,359 3,359 1,895 40.1%
OPERATING EXPENSES 693 1,055 841 841 841 841 841 (214) -11.3%
SUBTOTAL STATE OPERATIONS 2,193 2,819 3,800 4,100 4,100 4,200 4,200 1,681 25.4%
Total Expenditures 2,193 2,819 3,800 4,100 4,100 4,200 4,200 1,681 25.4%
FINANCING BY FUND:
STATUTORY APPROPRIATIONS:
STATE GOVERNMENT SPECIAL REVENUE 2,193 2,819 3,800 4,100 4,100 4,200 4,200
Total Financing 2,193 2,819 3,800 4,100 4,100 4,200 4,200
REVENUE COLLECTED:
DEDICATED
STATE GOVERNMENT SPECIAL REVENUE 947 4,607 4,200 4,300 4,300 4,400 4,400
NONDEDICATED
STATE GOVERNMENT SPECIAL REVENUE 2,966 0 0 0 0 0 0
Total Revenues Collected 3,913 4,607 4,200 4,300 4,300 4,400 4,400
FTE BY EMPLOYMENT TYPE:
FULL TIME 26.1 29.7 46.0 46.0 46.0 46.0 46.0
PART-TIME, SEASONAL, LABOR SER 15 0.8 0.0 0.0 0.0 0.0 0.0
OVERTIME PAY 0.2 0.3 0.0 0.0 0.0 0.0 0.0
Total Full-Time Equivalent 27.8 30.8 46.0 46.0 46.0 46.0 46.0




2000-01 Biennial Budget

BUDGET ACTIVITY: Building Construction
PROGRAM: Facilities Management
AGENCY: Administration, Department of (Admin)

ACTIVITY PROFILE:

The Division of State Building Construction (DSBC) provides a central resource
for state agencies to obtain comprehensive architectural and engineering services
to meet their facilities program needs. Major activities include capital budgeting,
predesign, designer selection, construction, remodeling, renewal, asset preserva-
tion, hazardous materials abatement and indoor air quality assessments.

Virtually every state entity that occupies a state-owned building or receives a state
building appropriation uses one or all of the services provided by DSBC. Clients
served include the Capitol Complex, Center for Arts Education, Corrections,
Economic Security, Human Services, Iron Range Resources & Rehabilitation
Board, Residential Academies, Minnesota State Colleges and Universities
(MnSCU), Revenue and the Veterans Home Board.

STRATEGIES AND PERFORMANCE:

In order for the state to maintain safe and healthy environments in state facilities,
the division is unable to reduce the number of programs it manages. The projects
and programs are all of critical importance because they involve life safety, are
code related, or program driven.

Over many bienniums, additional programs have been added to DSBC’s
responsibility for managing, including statewide building access, Capital Asset
Preservation and Replacement Account (CAPRA), hazardous materials abatement,
underground storage tank removal, asset preservation, indoor air quality, and staff
services provided to the Designer Selection Board. With this additional workload
placed on staff, DSBC has had to contract out for needed additional architectural,
engineering, and professional services in order to maintain an adequate level of
service to its customer.

As aresult of this expanded workload, DSBC has undergone a refocusing process
and assessed its long-range strategic needs with the assistance of the Management
Analysis Division. DSBC operations were organized into the following areas:

Business Support, Predesign Planning and Architectural Services, Engineering
Services, Facilities Management, and Construction Management.

Experience has shown that renewal projects can be accomplished internally for
approximately 5 to 'z the cost of purchasing consultant services. DSBC’s
knowledge and experience with state facilities and the ever-increasing regulations
gives an economic advantage over the private sector.

FINANCING INFORMATION:

The Division of State Building Construction receives all operating funds from a
General Fund appropriation. Appropriation increases have been received for
Capital Budget Reform and for establishing a business operations unit.

Revenue is typically not generated by this activity except for federal veterans’
homes projects and for litigation awards, the largest of which has been from the
Manville Property Damage Settlement Trust. All funds received are dedicated by
fund and used to either satisfy damages incurred or to generate additional revenue
through continued asbestos removal, the cost for which is submitted for damage
claims. Revenue received is dependent on decisions made by the trustees, subject
to court approval.
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State of Minnesota
2000-2001 Biennial Budget
(Dollars in Thousands)

Agency: ADMINISTRATION DEPT
Program: FACILITIES MANAGEMENT

Activity: BUILDING CONSTRUCTION
g Y. Biennial Change
Budaet Activity Summa Actual Actual Budgeted F.Y. 2000 F.Y. 2001 2000-01 Gov / 1998-99
g v v F.Y.1997 | F.Y.1998 | F.Y.1999 Governor Governor
Base Recomm. Base Recomm. Dollars Percent
EXPENDITURES BY CATEGORY:
STATE OPERATIONS
PERSONAL SERVICES 1,814 1,792 2,122 2,024 2,024 2,069 2,069 179 4.6%
OPERATING EXPENSES 132 974 405 | 320 320 323 323 | (736) -53.4%
OTHER EXPENSES 0 25 50 | 50 50 50 50 | 25 33.3%
SUBTOTAL STATE OPERATIONS 1,946 2,791 2,577 | 2,394 2,394 2,442 2,442 | (532) -9.9%
CAPITAL OUTLAY 4,913 15,927 5,981 | 0 0 0 ol (21,908) -100.0%
Total Expenditures 6,850 18,718 8,558 | 2,394 2394 2,442 2442 |  (22,440) -82.3%
FINANCING BY FUND:
DIRECT APPROPRIATIONS:
GENERAL 2,156 3,199 2,623 2,394 2,394 2,442 2,442
TRUNK HIGHWAY 0 464 o | 0 0 0 0
STATUTORY APPROPRIATIONS:
SPECIAL REVENUE 25 48 150 0 0 0 0
FEDERAL 4,569 14,348 5,608 | 0 0 0 0
AGENCY 0 179 0| 0 0 0 0
GIFT 109 480 177 | 0 0 0 0
Total Financing 6,859 18,718 8,558 2,394 2,394 2,442 2,442
REVENUE COLLECTED:
DEDICATED
GENERAL 0 0 25 0 0 0 0
SPECIAL REVENUE 2 184 0 0 0 0 0
FEDERAL 4,929 13,159 5,633 0 0 0 0
AGENCY 1 180 1 0 0 0 0
GIFT 149 135 1 0 0 0 0
Total Revenues Collected 5,081 13,658 5,660 0 0 0 0
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Agency: ADMINISTRATION DEPT
Program: FACILITIES MANAGEMENT

State of Minnesota
2000-2001 Biennial Budget
(Dollars in Thousands)

Activity: BUILDING CONSTRUCTION
F.Y. 20 Y.
Budget Activity Summa Actual Actual Budgeted 00 F.Y. 2001
9 y F.Y.1997 | F.Y.1998 | F.Y.1999 Governor Governor
Base Recomm. Base Recomm.
FTE BY EMPLOYMENT TYPE:
FULL TIME 30.7 26.9 34.0 32.0 32.0 32.0 32.0
PART-TIME, SEASONAL, LABOR SER 0.1 15 0.0 0.0 0.0 0.0 0.0
Total Full-Time Equivalent 30.8 28.4 34.0 320 32.0 32.0 32.0
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2000-01 Biennial Budget

PROGRAM: Management Services
AGENCY: Administration, Department of (Admin)

PROGRAM PROFILE:

The Management Services program includes Admin Management, Financial
Management and Reporting (FMR) and Human Resources (HR) which provide
internal Admin support.

Other activities within this program provide statewide services:

B Management Analysis (MAD)—state government’s in-house management
consulting organization.

B Information Policy Analysis (IPA)—provides guidance and technical
assistance for, and promotes understanding of, data practices and records
management issues, to government.

B State Employee Assistance Program (EAP)—provides consultation and
counseling to state government and its employees regarding serious personal,
family and workplace problems.

8 State Archaeologist—sponsors, conducts and directs research and protection
of the prehistoric and historic archaeology of Minnesota.

STRATEGIES AND PERFORMANCE:

Our focus is customer service and providing reliable and cost- effective services
while striving to improve the quality and productivity of Minnesota government.

The program operates with both General Fund resources and revenue generated
through an internal service fund.

FINANCING INFORMATION:

1998-99 BIENNIUM
Budget by Program Activity
(All Funds)

Archaeologist
$402

Human
Resources
$893

Admin Mgmt
$1184

Info Policy
$999

(In Thousands)

BUDGET ISSUES:

The Employee Assistance Program has experienced a consistent increase in
utilization of its clinical and organizational services since 1994.

GOVERNOR’S RECOMMENDATION:

The Governor recommends the agency’s base level funding and the following
changes in the General Fund: $50,000 in F.Y. 2000 and $50,000 in F.Y. 2001 for
the establishment of a Citizens’ Suggestion Web Site; $250,000 in F.Y. 2000 and
$250,000 in F.Y. 2001 for increased costs of the Employee Assistance Program;
the elimination of base funding of $192,000 in F.Y. 2000 and $196,000 in F.Y.
2001 in the Office of the State Archaeologist. The Governor recommends that
alternative sources of funding be secured for this purpose.
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Agency: ADMINISTRATION DEPT
Program: MANAGEMENT SERVICES

State of Minnesota

2000-2001 Biennial Budget

(Dollars in Thousands)
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F.Y. 2000 F.Y. 2001 Biennial Change
Program Summa Actual Actual Budgeted 200 2000-01 Gov / 1998-99
9 imary F.Y.1997 | F.Y.1998 | F.Y.1999 Governor Governor
Base Recomm. Base Recomm. Dollars Percent
EXPENDITURES BY ACTIVITY:
ADMIN MANAGEMENT 697 592 592 627 627 652 652 95 8.0%
FINANCIAL MGMT & HUMAN RESOURC 1,238 2,696 2,908 2,619 2,619 2,660 2,660 (325) -5.8%
MANAGEMENT ANALYSIS 564 583 658 679 729 695 745 233 18.8%
INFORMATION POLICY ANALYSIS 288 448 551 514 514 526 526 41 41%
STATE EMPLOYEE ASSISTANCE PROG 432 375 438 425 675 437 687 549 67.5%
OFFICE OF STATE ARCHAEOLOGIST 145 212 190 192 0 196 0 (402) -100.0%
Total Expenditures 3,364 4,906 5,337 5,056 5,164 5,166 5,270 191 1.9%
CHANGE ITEMS: _FUND.
(B) CITIZENS' SUGGESTION WEB SITE GEN 50 50
(B) ELIMINATE FUNDING TO STATE ARCHAEOLOGIST GEN (192) (196)
(B) EMPLOYEE ASSISTANCE PROGRAM FUNDING GEN 250 250
Total Change items 108 ] 104
FINANCING BY FUND:
DIRECT APPROPRIATIONS:
GENERAL 3,354 3,384 3,665 3,712 3,820 3,822 3,926
STATUTORY APPROPRIATIONS:
SPECIAL REVENUE 0 1,186 1,319 1,319 1,319 1,319 1,319
FEDERAL 0 | 284 316 | 0 0 I 0 0
GIFT 10 | 52 37 | 25 25 | 25 25
Total Financing 3,364 4,906 5,337 5,056 5,164 5,166 5,270
FTE BY EMPLOYMENT TYPE:
FULL TIME 51.4 65.4 56.9 56.9 54.9 56.9 54.9
PART-TIME, SEASONAL, LABOR SER 2.0 1.2 0.0 0.0 0.0 0.0 0.0
Total Full-Time Equivalent 53.4 66.6 56.9 56.9 54.9 56.9 54.9




2000-01 Biennial Budget

BUDGET ACTIVITY: Admin Management
PROGRAM: Management Services
AGENCY: Administration, Department of (Admin)

ACTIVITY PROFILE:

This activity provides both department and statewide executive leadership and
management. Customers include employees of the department, state agencies,
local units of government, the governor’s office, and the legislature.

STRATEGIES AND PERFORMANCE:

Services provided to Admin include strategic direction, priority setting, policy
setting, problem solving, and coordination for projects that affect all areas of the
department. This activity responds to both gubernatorial and legislative directives.
Communication internal to Admin is coordinated through this activity including a
bi-weekly departmentwide newsletter, divisional operations and rate reviews, and
monthly management team meetings.

FINANCING INFORMATION:

This activity operates through a General Fund appropriation.

BUDGET ISSUES:

None.
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State of Minnesota
2000-2001 Biennial Budget
(Dollars in Thousands)

Agency: ADMINISTRATION DEPT
Program: MANAGEMENT SERVICES
Activity: ADMIN MANAGEMENT
F.Y. 2000 F.Y. 2001 Biennial Change
Budget Activity Summa Actual Actual Budgeted 2000-01 Gov / 1998-99
udget Activily ry F.Y. 1997 F.Y. 1998 F.Y. 1999 Governor Governor
Base Recomm. Base Recomm. Dollars Percent
EXPENDITURES BY CATEGORY:
STATE OPERATIONS
PERSONAL SERVICES 476 495 538 526 526 551 551 44 4.3%
OPERATING EXPENSES 175 97 54 101 101 101 101 | 51 33.8%
SUBTOTAL STATE OPERATIONS 651 592 592 627 627 652 652 95 8.0%
PAYMENTS TO INDIVIDUALS 46 0 0 0 0 0 0 0
Total Expenditures 697 592 592 627 627 652 652 I 95 8.0%
FINANCING BY FUND:
DIRECT APPROPRIATIONS:
GENERAL 697 592 592 627 627 652 652
Total Financing 697 592 592 627 627 652 652
REVENUE COLLECTED:
DEDICATED
SPECIAL REVENUE 0 2 0 0 0 0 0
Total Revenues Collected 0 2 0 0 1] 0 0
FTE BY EMPLOYMENT TYPE:
FULL TIME 9.3 8.0 8.4 8.4 8.4 8.4 8.4
Total Full-Time Equivalent 9.3 8.0 8.4 8.4 8.4 8.4 8.4
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2000-01 Biennial Budget

BUDGET ACTIVITY: Financial Mgmt. & Reporting and Human Resources
PROGRAM: Management Services
AGENCY: Administration, Department of (Admin)

ACTIVITY PROFILE:

The Financial Management & Reporting Division (FMR) provides a centralized
and integrated accounting system for the Department of Administration. The goal
is to provide and promote financial management to the department. The
department operates with both fee-generated and legislatively appropriated funding
sources. Major responsibilities include all aspects of budgeting, financial reporting,
and accounting system maintenance and transaction processing.

The Human Resources Division serves the employees of the Department of
Administration by providing the following services:

wage and benefits administration

staffing

employee development

labor contract administration

affirmative action program administration

health, safety and wellness program administration
consultation on human resource management issues

This activity also provides fiscal and human resources support to the Capitol Area
Architectural and Planning Board (CAAPB), the Citizens’ Committee on
Voyageurs National Park, the Council on Asian/Pacific Minnesotans, the Council
on Black Minnesotans, the Chicano/Latino Affairs Council, the Board of
Government Innovation and Cooperation, the Ombudsperson for Families, and the
Governor’s Residence Council.

STRATEGIES AND PERFORMANCE:

The staff members of FMR act as liaisons and financial consultants for Administra-
tion’s operating divisions. This activity strives to provide timely financial services
and support while conforming to Generally Accepted Accounting Principles
(GAAP). This facilitates the effective management of financial resources of the
department as governed by laws, policies and procedures.

Throughout the next biennium, the following challenges face the Human Resources
Division:

B The low unemployment rate and labor market shortage necessitates increased
attention to recruitment and retention of qualified workers, departmentwide.

® Market demand for information technology skills requires increased attention
to specialized recruitment, retention, salary administration, and benefits
administration geared toward this occupational family.

B Partnering with the Department of Employee Relations (DOER) and other state
agencies is necessary to streamline, simplify, and automate the selection
process with the goal toward gaining greater efficiency and attracting qualified
applicants.

FINANCING INFORMATION:

This activity operates through a General Fund appropriation.
BUDGET ISSUES:

With the growing demand for services and the ever-changing work environment
throughout the department, it is consistently and increasingly difficult to provide
the management of our financial and human resources within the constraints of
existing general fund appropriations.
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State of Minnesota
2000-2001 Biennial Budget
(Dollars in Thousands)

Agency: ADMINISTRATION DEPT
Program: MANAGEMENT SERVICES

Activity: FINANCIAL MGMT & HUMAN RESOURC
F.Y. 2000 F.Y. 2001 Biennial Change
Budget Activity S ma Actual Actual Budgeted 2000-01 Gov / 1998-99
ucget Activity summary F.Y.1997 | F.v.1998 | F.Y.1999 Governor Governor
Base Recomm. Base Recomm. Dollars Percent
EXPENDITURES BY CATEGORY: |
STATE OPERATIONS [
PERSONAL SERVICES 1,029 2,040 1,184 1,173 1,173 | 1,212 1,212 (839) -26.0%
OPERATING EXPENSES 209 656 1,724 1,446 1,446 | 1,448 1,448 | 514 21.6%
SUBTOTAL STATE OPERATIONS 1,238 2,696 2,908 2,619 2,619 2,660 2,660 (325) -5.8%
Total Expenditures 1,238 2,696 2,908 2,619 2,619 2,660 2,660 (325) -5.8%
FINANCING BY FUND:
DIRECT APPROPRIATIONS:
GENERAL 1,228 1,174 1,236 1,275 1,275 1,316 1,316
STATUTORY APPROPRIATIONS:
SPECIAL REVENUE 0 1,186 1,319 1,319 1,319 1,319 1,319
FEDERAL 0 284 316 0 0| 0 0
GIFT 10 52 37 25 25 | 25 25
Total Financing 1,238 2,696 2,908 2,619 2,619 2,660 2,660
REVENUE COLLECTED:
DEDICATED
SPECIAL REVENUE 0 1,186 1,319 1,319 1,319 1,319 1,319
FEDERAL 0 300 300 0 0 0 0
GIFT 28 211 40 25 25 25 25
Total Revenues Collected 28 1,697 1,659 1,344 1,344 1,344 1,344
FTE BY EMPLOYMENT TYPE:
FULL TIME 227 36.9 23.2 232 232 232 23.2
PART-TIME, SEASONAL, LABOR SER 0.4 0.1 0.0 0.0 0.0 0.0 0.0
Total Full-Time Equivalent 23.1 37.0 23.2 23.2 23.2 23.2 23.2
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2000-01 Biennial Budget

BUDGET ACTIVITY: Management Analysis
PROGRAM: Management Services
AGENCY: Administration, Department of (Admin)

ACTIVITY PROFILE:

The Management Analysis Division (MAD) is state government’s in-house
management consulting organization. Its mission is to increase the quality and
productivity of government and public institutions, through improved resource
management and creation and implementation of effective operational strategies.
The division provides consulting services to state agencies, the governor, the
legislature, public institutions, and local units of government. The division charges
fees for work requested by state agencies, public institutions, and local units of
government. Statewide productivity/quality improvement efforts are funded by the
general fund. The division:

B Provides objective information to the legislature on management and public
policy issues confronting the state;

® Advises and acts for the governor and his cabinet on issues related to the
overall management of state government;

® Develops, pilots, and disseminates innovative ways to improve government
quality and productivity;

® Provides consultation and technical assistance on department operations to the
commissioner of administration; and

B Provides affordable management consulting services including productivity and
quality improvement to state agencies, public institutions, and local units of
government.

The Management Analysis Division’s consulting business was created in 1985 at
a time when management practices were undergoing rapid change in all sectors of
the nation. There was also a growing public demand for accountability by
government agencies. The pace of change is still high, the demand for accountabil-
ity continues, and the pressure for public agencies to respond to customer needs
efficiently is increasing. The use of Management Analysis Division services has
expanded substantially in the last 2 years as MAD has increased services to
Minnesota State Colleges and Universities (MnSCU) and local governments, and
has begun providing services to the University of Minnesota. MAD expects
demand to increase as it establishes its presence and develops a track record in

public higher education. In addition, a new administration will undoubtedly
highlight certain state agencies or programs for study or significant organizational
change.

Improving the quality and productivity of state government is primarily a state
responsibility. MAD’s presence guarantees the availability of management
consulting services tailored to the public sector’s unique management circum-
stances and problems. MAD’s clients are free to contract with the non-profit and
private sectors for management consulting services. MAD’s services are
coordinated with those of the Employee Assistance Program and the Bureau of
Mediation Services, assuring that the continuum of services needed are prov1ded
without overlap or duplication.

STRATEGIES AND PERFORMANCE:

Consulting services are provided at the direction of the governor or legislature, or
at the client’s request to address specific needs. Satisfaction with how these needs
are addressed, coupled with the need to provide fair, neutral, and comprehensive
information, is the primary measurable outcome of the services.

MAD’s objective is to achieve an 85% satisfied rating from client surveys and/or
interviews on consulting services provided. Specific questions are asked to
determine if the client found the services useful and/or if the client was using the
services provided.

The Management Analysis Division provides fair, objective, and comprehensive
perspectives in its consulting services. At times, this means providing clients with
information they do not want to hear. Such information may be vital to an
organization’s desire to improve, but the benefits may not be seen for a period of
time after MAD completes its work.

FINANCING INFORMATION:

MAD’s projected revenue for F.Y. 1999 is $1,230,528 and its General Fund
appropriation is $597,000. The revolving fund makes up 67% of MAD’s total
revenue and the General Fund 33%. Consulting fees are expected to increase by
no more than 4% in F.Y. 2000 and 3% in F.Y. 2001.
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Agency: ADMINISTRATION DEPT
Program: MANAGEMENT SERVICES
Activity: MANAGEMENT ANALYSIS

State of Minnesota

2000-2001 Biennial Budget

(Dollars in Thousands)

F.Y. 2000 F.Y. 2001 Biennial Change
Budaet Activity Summar Actual Actual Budgeted 2000-01 Gov / 1998-99
9 Y v F.Y.1997 | F.Y.1998 | F.Y.1999 Governor Governor
Base Recomm. Base Recomm. Dollars Percent
EXPENDITURES BY CATEGORY:
STATE OPERATIONS
PERSONAL SERVICES 442 517 570 530 575 546 591 79 7.3%
OPERATING EXPENSES | 122 66 88 149 154 149 154 154 100.0%
SUBTOTAL STATE OPERATIONS 564 583 658 679 729 695 745 233 18.8%
Total Expenditures 564 583 658 679 729 695 745 233 18.8%
CHANGE ITEMS: _FUND
(B) CITIZENS' SUGGESTION WEB SITE GEN 50 50
Total Change ltems 50 50
FINANCING BY FUND:
DIRECT APPROPRIATIONS:
GENERAL 564 583 658 679 729 695 745
Total Financing 564 583 658 679 729 695 745
FTE BY EMPLOYMENT TYPE:
FULL TIME 8.0 8.4 9.8 9.8 9.8 9.8 9.8
PART-TIME, SEASONAL, LABOR SER 0.2 0.6 0.0 0.0 0.0 0.0 0.0
Total Full-Time Equivalent 8.2 9.0 9.8 9.8 9.8 9.8 9.8
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BUDGET ACTIVITY: Management Analysis
PROGRAM: Management Services
AGENCY:

Administration, Department of

REVOLVING FUND ACTIVITY: Management Analysis

2000-01 BIENNIAL BUDGET

{DOLLARS IN THOUSANDS)

FIVE YEAR AVERAGE INCREASE/(DECREASE):

3.80%

TYPE OF FUND:  Internal Service Fund
FUND NUMBER: 880
* OPERATIONS DATA * _ *FINANCIALDATA*
ACTUAL EST/ACT ESTIMATED _ PROJECTED  PROJECTED ACTUAL EST/ACT ESTIMATED
FY 1907 FY 1998 FY 1999 FY 2000 FY 2001 FY 1997 FY 1998 FY 1999
OPERATING REVENUES: ASSETS:
NET SALES 971.0 1,080.6 12305 1,242.8 12552 CURRENT ASSETS:
LESS: COST OF SALES 0.0 0.0 0.0 0.0 0.0 :
caAsH 286 58.8 764
GROSS PROFIT ON SALES 971.0 1,089.6 12305 1,2428 12552  OTHER CURRENT ASSETS 163.0 202.0 238.1
QTHER REVENUE 0.0 0.0 0.0 0.0 0.0
TOTAL CURRENT ASSETS 191.6 260.8 314.5
NET REVENUES 971.0 1,089.6 12305 1,242.8 1,266.2
. NON-CURRENT ASSETS: 0.0 34 2.7
LESS: OPERATING EXPENSES: TOTAL ASSETS 1916 264.2 3172
SALARIES 1,006.4 7983 935.0 963.1 991.9
SUPPLIES & EXPENSES 1245 166.9 145.1 1495 153.9
INDIRECT COSTS 13 449 100.5 1035 106.6 LIABILITIES & FUND EQUITY:
AMORTIZATION & DEPRECIATION 0.0 0.9 0.9 0.9 0.9
LIABILITIES:
TOTAL OPERATING EXPENSES 1,1322 1,011.0 1,181.5 1,217.0 1,253.3
CURRENT LIABILITIES:
: DUE GENERAL FUND - CURRENT 0.0 0.0 0.0
OPERATING INCOME (LOSS) (161.2) 786 490 258 19|  MASTERLEASE - CURRENT 00 0.0 0.0
: OTHER CURRENT LIABILITIES 7.8 86.7 893
NON-OPERATING REVENUES (EXPENSES) 0.0 0.0 0.0 00 00 TOTAL CURRENT LIABILITIES 7.8 867 89.3
NET INCOME (LOSS) (161.2) 786 49.0 258 1.9] NON-CURRENT LIABILITIES:
DUE GENERAL FUND - NON-CURRENT 0.0 00 0.0
BEGINNING RETAINED EARNINGS 249.8 48,0 1303 1793 2051  MASTER LEASE - NON-CURRENT 0.0 0.0 0.0
OTHER NON-CURRENT LIABILITIES 45.8 472 486
PRIOR PERIOD ADJUSTMENT (40.6) 37 00 0.0 0.0
TOTAL NON-CURRENT LIABILITIES 4558 472 4856
ENDING RETAINED EARNINGS 48.0 1303 1793 2051 207.0
TOTAL LIABILITIES 1436 133.9 137.9
FUND EQUITY:
CONTRIBUTED CAPITAL-GENERAL FUND 0.0 0.0 0.0
FOOTNOTES TO STATEMENTS:
RETAINED EARNINGS 48.0 1303 1793
TOTAL FUND EQUITY 48.0 130.3 1793
TOTAL LIABILITIES & FUND EQUITY 1916 264.2 317.2
RATE INCREASE/(DECREASE): 3.00% 3.00% 6.00% 4.00% 3.00%
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F.Y. 2000-01 BUDGET CHANGE ITEM

AGENCY: Administration, Department of (Admin)
PROGRAM: Management Services
ACTIVITY: Management Analysis

ITEM TITLE: Citizens’ Suggestion Web Site

2000-01 Biennium 2002-03 Biennium

E.Y. 2000 F.Y. 2001 F.Y. 2002 E.Y. 2003
Expenditures: (5000s)
General Fund
- State Operations $50 $50 $50 $50
Revenues: ($000s)
General Fund $-0- $-0- $-0- $-0-

Statutory Change? Yes No_X

If yes, statutes(s) affected:

D Supplemental Funding EI Reallocation

New Activity

GOVERNOR’S RECOMMENDATION:

The Governor recommends a General Fund appropriation of $50,000 in F.Y.2000
and $50,000 in F.Y. 2001 for an ongoing Citizens’ Suggestion Web Site.

RATIONALE:
The Citizens’ Suggestion Web Site, operated by the Management Analysis
Division, will provide an opportunity for the “average” citizen to offer views and

comments on the operation and services of government.

Suggestions related to specific policies or programs will be forwarded to the
responsible agency for review, consideration and possible implementation.

This program will add one more way Minnesotans may participate in their
government and make their views known on issues that impact their lives.

FINANCING:

Funding of $50,000 a year will provide the web site infrastructure and part-time
staffing to coordinate the receipt and transfer of suggestions to the appropriate staff
agencies for evaluation.

OUTCOMES:
The goal of the Governor is to provide good government service to Minnesotans
while streamlining the operation of government. This will lead to services that fit

the need at the least cost in a timely and responsive manner. Getting the views and
ideas of citizens on how to do this is a critical first step.
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2000-01 Biennial Budget

BUDGET ACTIVITY: Information Policy Analysis Division (IPA)
PROGRAM: Management Services
AGENCY: Administration, Department of (Admin)

ACTIVITY PROFILE:

The information society generates vast amounts of information about people,
institutions and programs. Citizens and policy makers must confront and deal with
complex issues of individual privacy, oversight of government and other
institutions, including access to data and the role information plays in institutional
effectiveness.

Increasingly, there are international developments concerning these issues. A
number of federal and state laws, including the Minnesota Data Practices Act and
the Records Management Act, have been enacted to deal with some issues. The
Information Policy Analysis Division (IPA) functions as a key resource to citizens,
state, local and other government agencies, private sector institutions, and the
legislature. IPA assists institutions and citizens in efforts to either comply with or
effectively use existing law, and to develop and implement new law and policy.
Increased use of the Internet and other forms of technology, and the emergence of
the global economy mean that even more complex issues are being presented. In
Minnesota’s consideration of those issues, IPA strives to help policy makers
produce public policy that effectively accommodates contending and compelling
interests.

STRATEGIES AND PERFORMANCE:

IPA provides informational, educational, consultative and referral services;
prepares, issues and publicizes interpretive advisory opinions concerning rights of
subjects of data, classifications of data and public access to data; accepts and
retains records management filings; advises state and local agencies on records
management issues; and, processes appeals from challenges to the accuracy and
completeness of data. IPA assists the legislature and participants in the legislative
process by offering research, expert testimony, neutral analysis and advice on
sensitive issues, bill drafting and compromise enabling services. Measures of
IPA’s performance include the number of phone requests for information and
advisory opinions issued.

Phone Inquiries Received:

Fiscal Year 1997 1996 1995 1.994
From citizens 3,187 3,265 2,378 3,209
From agencies 4,541 5.180 5251 3.898

Totals 7,728 8,445 7,629 7,107

Advisory Opinions Issued

Calendar Year 1998* 1997 1996 1995
Number of opinions 41 55 64 55
* As of September 1, 1998

FINANCING INFORMATION:

The IPA division is 100% general funded.
BUDGET ISSUES:

Assuming there are no changes to the role and scope of IPA, the current level of
funding, if maintained in F.Y. 2000 and 2001, will enable IPA to perform its
activities. This level of funding will also allow IPA to retain staff hired to perform
activities associated with the training program established in M. S. Sec. 13.073,
assist in the handling of appeals concerning the accuracy and completeness of data,
and conduct legal and other research.

IPA has been part of the staff supporting the Information Policy Task Force created
in the 1997 legislative session.
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Agency: ADMINISTRATION DEPT
Program: MANAGEMENT SERVICES

State of Minnesota
2000-2001 Biennial Budget
(Dollars in Thousands)

Activity: INFORMATION POLICY ANALYSIS
‘ F.Y. 2000 Y.2 Biennial Change
Budaet Activity Summa Actual Actual Budgeted F 001 2000-01 Gov / 1998-99
g ty ry F.Y.1997 | F.Y.1998 | F.Y.1999 Governor Governor
Base Recomm. Base Recomm. Dollars Percent
EXPENDITURES BY CATEGORY:
STATE OPERATIONS
PERSONAL SERVICES 270 327 362 373 373 385 385 69 10.0%
OPERATING EXPENSES 18 121 189 141 141 141 141 | (28) -9.0%
SUBTOTAL STATE OPERATIONS 288 448 551 514 514 526 526 41 4.1%
Total Expenditures 288 448 551 514 514 526 526 41 41%
FINANCING BY FUND:
DIRECT APPROPRIATIONS:
GENERAL 288 448 551 514 514 526 526
Total Financing 288 448 551 514 514 526 526
REVENUE COLLECTED:
NONDEDICATED
GENERAL 3 0 0 0 0 0 0
Total Revenues Collected 3 0 0 0 0 0 0
FTE BY EMPLOYMENT TYPE:
FULL TIME 4.6 52 6.0 6.0 6.0 6.0 6.0
PART-TIME, SEASONAL, LABOR SER 0.0 0.5 0.0 0.0 0.0 0.0 0.0
Total Full-Time Equivalent 4.6 5.7 6.0 6.0 6.0 6.0 6.0
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2000-01 Biennial Budget

BUDGET ACTIVITY: Employee Assistance Program (EAP)
PROGRAM: Management Services
AGENCY: Administration, Department of (Admin)

ACTIVITY PROFILE:

The State Employee Assistance Program (EAP) is a vital component of the state’s
human resource management function and its services are sought throughout
Minnesota by all branches of state government. State employees and agencies look
to EAP for counseling and consultation regarding serious personal, family and
workplace problems that negatively affect employee performance and organiza-
tional effectiveness. By providing easy access to confidential, solution-focused
counseling, EAP is able to help state employees and their families resolve personal
crises and improve their job performance.. EAP strengthens organizational
effectiveness within state government by providing direct consultation to
management and labor regarding complex worksite issues such as organizational
change, harassment and workplace violence.

The state EAP was created by executive order in 1978 and since that time, there has
been a consistent increase in the utilization of program services. EAP has increased
the counseling services provided directly to employees as access to mental health
and chemical dependency services through employee health plans is currently
limited to conditions meeting a “medical necessity” standard. Also, with the rapid
rate of change in work organizations and the increase in workplace violence, EAP
has expanded its scope of organizational services to include management
consultation, critical incident response and violence prevention training. Barring
dramatic changes in existing health care systems and work organizations or a
dramatic decline in the incidence of violence in our communities, the utilization of
EAP services will continue to increase.

STRATEGIES AND PERFORMANCE:
EAP strategies:

® In-person assessment and brief counseling (1 to 4 sessions) for state employees
and their dependents experiencing serious personal problems. These problems
include but are not limited to relationship difficulties, mental health problems,
grief and loss, alcohol or drug abuse, addictions, legal or financial problems,
domestic abuse, parenting problems, and aging parent concerns.

® In-person counseling and coaching for state employees experiencing work-
related problems such as deteriorating performance, harassment, mid-career
burnout, stress management problems, conflicts with coworkers or supervisors,
critical incidents, and threats of violence.

2 Consultation to managers and supervisors regarding organizational change,
performance management problems, workplace communication, critical
incidents, workplace violence, harassment, and work group problems.

Performance Summary:

Because access to EAP services can help to enhance employee performance and
organizational effectiveness, EAP strives to increase the utilization of program
services.

B InF.Y. 1998, the number of new clients served was 26% higher than in F.Y.
1996.

B Management consultation services provided directly to state agencies have
more than doubled since F.Y. 1996.

8 EAP provider network has expanded 21% in the past 2 years. State employees
and their dependents can now directly access program services at 34 locations
throughout Minnesota.

# The total number of counseling hours provided to state employees and their
dependents via the provider network has increased 22% since F.Y. 1997.

Because personal problems can negatively affect work performance, EAP
consistently works to minimize the impact of personal problems on the job. The
most recent service outcome survey of EAP clients having performance problems
indicated the following.

Since using EAP services:

B 64% report their relationship with their supervisor has improved.

73% report relationships with coworkers have improved.

80% report their ability to concentrate while at work has improved.
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2000-01 Biennial Budget

BUDGET ACTIVITY: Employee Assistance Program (EAP)
PROGRAM: Management Services
AGENCY: Administration, Department of (Admin)
(Continuation)

B 79% report their general attitude about work has improved.
B 64% report their work attendance has improved.
® 84% report their overall effectiveness on the job has improved.

FINANCING INFORMATION:

This activity operates through a General Fund appropriation with additional
funding since 1996 from the Department of Employee Relations” ( DOER) State
Employee Group Insurance Program (SEGIP). The SEGIP funding is ending.

BUDGET ISSUES:

Since 1994 EAP has experienced a consistent increase in the utilization of its
clinical and organizational services. However, the base budgets from the last 3
bienniums have been insufficient to support this increased demand for program
services. EAP is effectively positioned to provide brief, solution-focused
counseling to employees and their dependents throughout all of Minnesota for
problems not covered under their current health plan provisions. Additionally,
EAP is well equipped to directly assist state agencies with complex organizational
issues as the EAP staff has a thorough understanding of the policies, procedures
and organizational dynamics unique to state employment.

With the utilization of program services exceeding its base budget, EAP has been
forced to secure additional funds from DOER. SEGIP has transferred $150,000 per
year since 1996 to EAP, but these transfers were explicitly designed to be
temporary remedies pending EAP’s opportunity to seek an increase in its legislative
appropriation.

The consistent increase in the utilization of program services necessitates an
increase in the base level funding for EAP. Based on utilization trends since 1994
and the corresponding budget shortfalls, a base level budget increase of $250,000
per year is required to resolve EAP’s long-standing financial difficulties.

There is no way to predict exactly what the utilization of EAP’s counseling and
organizational services will be in the future. However, until there are dramatic
changes made in the current health care delivery systems or until state agencies
eliminate all of their complex organizational challenges ranging from performance
management problems to workplace violence, the utilization of EAP services is
certain to increase.
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Agency: ADMINISTRATION DEPT

Program: MANAGEMENT SERVICES

State of Minnesota

2000-2001 Biennial Budget

(Dollars in Thousands)

Activity: STATE EMPLOYEE ASSISTANCE PROG
: F.Y. 2000 F.Y. 2001 Biennial Change
Budaet Activity S a Actual Actual Budgeted 2000-01 Gov / 1998-99
udge ity Summary F.Y.1997 | F.Y.1998 | F.Y.1999 Governor Governor
Base Recomm. Base Recomm. Dollars Percent
EXPENDITURES BY CATEGORY:
STATE OPERATIONS
PERSONAL SERVICES 375 385 362 214 314 226 326 (107) -14.3%
OPERATING EXPENSES 57 | (10) 76 21 361 211 361 656 993.9%
SUBTOTAL STATE OPERATIONS 432 375 438 425 675 437 687 549 67.5%
Total Expenditures 432 375 438 425 675 437 687 549 67.5%
CHANGE ITEMS: FUND
(B) EMPLOYEE ASSISTANCE PROGRAM FUNDING GEN 250 250
Total Change ltems 250 250
FINANCING BY FUND:
DIRECT APPROPRIATIONS:
GENERAL 432 375 438 425 675 437 687
Total Financing 432 375 438 425 675 437 687
FTE BY EMPLOYMENT TYPE:
FULL TIME 5.8 5.0 7.5 7.5 7.5 7.5 7.5
PART-TIME, SEASONAL, LABOR SER 1.4 0.0 0.0 0.0 0.0 0.0 0.0
Total Full-Time Equivalent 7.2 5.0 7.5 7.5 7.5 7.5 7.5
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F.Y. 2000-01 BUDGET CHANGE ITEM

AGENCY: Administration, Department of (Admin)
PROGRAM: Management Services
ACTIVITY: Employee Assistance Program (EAP)

ITEM TITLE: Employee Assistance Program Funding

2000-01 Biennium 2002-03 Biennium

E.Y. 2000 E.Y. 2001 F.Y. 2002 F.Y. 2003
Expenditures: ($000s)
General Fund
- State Operations $250 $250 $250 $250
Revenues: ($000s)
General Fund $-0- ‘ $-0- $-0- $-0-

Statutory Change? Yes No_X
If yes, statutes(s) affected:

I:I New Activity Supplemental Funding D Reallocation

GOVERNOR’S RECOMMENDATION: G02-cil6.bop
The Governor recommends an increase of $250,000 per year to the State Employee
Assistance Program’s General Fund appropriation.

RATIONALE:

Since 1994, EAP has experienced a consistent increase in the utilization of its
clinical and organizational services. EAP has increased the counseling services
provided directly to employees, as access to mental health and chemical depend-
ency services through employee health plans is currently limited to conditions
meeting a “medical necessity” standard. Also, with the rapid rate of change in
work organizations and the increase in workplace violence, EAP has responded by
expanding its scope of organizational services to include management consultation,
critical incident response and violence prevention training. However, the last 3
biennial budgets for EAP have been insufficient to support this increased demand
for program services. The budget initiative being proposed would ensure the
ability of EAP to continue to meet this increasing demand for program services.

In order to address the budget shortfalls occurring in the last 3 bienniums, EAP
secured additional funds from the Department of Employee Relations (DOER).
However, these transfers were explicitly designed as temporary remedies pending
an increase in EAP’s General Fund appropriation.

The probable consequences of a failure to secure the increase in EAP’s general
fund appropriation would be a reduction in services provided to state employees
and agencies. Specifically, the number of counseling sessions made available to
employees and their dependents would have to be reduced from 4 to 2. Addition-
ally, the organizational services, (i.e., management consultations, crisis interven-
tion, etc) provided directly to state agencies would be reduced. An additional
possible consequence would be the elimination of 1 FTE position in EAP’s
internal program component. Because all 3 branches of state government currently
utilize EAP services, the impact of a reduction in service would be widespread.

FINANCING:

The $250,000 increase to EAP’s current base budget would be used to provide
short-term counseling (1 to 4 sessions) to state employees and their dependents and
for management consultation and crisis response services provided directly to state
agencies. Given the demand for these services has increased in greater Minnesota
as well as in the metropolitan area, these additional funds would be distributed
between the internal program component and EAP’s contracted vendor network as
dictated by the actual utilization of program services.

OUTCOMES:

Obtaining the requested increase to its General Fund appropriation would enable
EAP to continue to meet the existing demand from state agencies and employees
for clinical and organizational services. As has been its practice beginning in F.Y.
1993, EAP will continue to evaluate the program’s effectiveness via a formal
service outcome study and a client satisfaction survey.
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2000-01 Biennial Budget

BUDGET ACTIVITY: State Archaeologist, Office of the
PROGRAM: Management Services
AGENCY: Administration, Department of (Admin)

ACTIVITY PROFILE:

Established in 1963, the Office of the State Archaeologist (OSA) is charged in
statute with sponsoring, conducting and directing research into the prehistoric and
historic archaeology of Minnesota; protecting and preserving archaeological sites,
objects and data; disseminating archaeological information through the publication
of reports and articles; identifying, authenticating and protecting human burial
sites; reviewing and licensing archaeological fieldwork conducted within the state;
and enforcing provisions of M.S. 138.31-138.42.

Under M.S. 138.31-138.42 (the "Field Archaeology Act"), licensure through
OSA is required for field archaeology undertaken on lands owned, leased by or
subject to the paramount right of the state or its subdivisions, as well as on lands
or waters impacted by publicly funded development projects. Proposed projects
are reviewed to assess the appropriateness of research methodology and to assist
in identifying strategies for mitigating potential adverse effects to known
archaeological resources.

Minnesota's "Private Cemeteries Act" (M.S. 307.08) affords all human remains
and burijals older than 50 years, and located outside of platted, recorded or
identified cemeteries, protection from unauthorized disturbance; this statute
applies to burials on either public and private lands or waters. Authentication of
burials is conducted under the sole auspices of OSA per this statute. Objective
and accurate identification of such burials early in the development process is
critical to the timely and cost-effective completion of public and private
construction projects throughout the state.

OSA clients include, but are not limited to, the Minnesota Department of
Transportation; cultural resource management firms; the Minnesota Indian Affairs
Council; development associations; county historical societies; the State Historic
Preservation Office; local heritage preservation commissions; academic
institutions; and other public and private agencies.

STRATEGIES AND PERFORMANCE:

One of OSA's chief priorities is the timely review and licensing of archaeologi-
cal projects that have the potential to impact public construction schedules
(predominantly federally funded and therefore subject to the federal section 106
process). This review process includes the development of archaeological
investigation strategies that reflect the state's interest in identifying and protecting
its archaeological heritage, but that are at the same time compatible with
construction processes and timetables.

The prompt identification and authentication of human burial sites, especially
those whose presence (or absence) may affect construction processes, is a major
program priority. OSA works in collaboration with public and private develop-
ers, local historic preservation commissions, federal agencies and others to
achieve this objective.

OSA's ability to "protect and preserve" archaeological sites primarily involves the
development of plans for limiting or mitigating damage to such sites. This
occurs regularly during the course of license-related project review. Archaeologi-
cal data and objects are protected through the licensing process (and OSA's
enforcement authority), as well as by OSA's involvement in the process of
curating and conserving recovered materials and data.

OSA nominally has the authority to direct construction-related archaeological
projects and to sponsor and conduct fundamental research into the prehistoric and
historic archaeology and heritage of Minnesota. Under statute, the State
Archaeologist, acting as the state's representative, has a pre-eminent role in such
efforts.

FINANCING INFORMATION:

The program operates through General Fund appropriations.

The legislature provided a onetime appropriation of $30,000 for the F.Y. 1998-
99 biennium to support the development of a system for advising local govern-

ments of burial sites within their jurisdiction, as required under provisions of
M.S. 307.08.
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ADMINISTRATION DEPT
Program: MANAGEMENT SERVICES

Agency:

State of Minnesota

2000-2001 Biennial Budget

(Dollars in Thousands)

Activity:  OFFICE OF STATE ARCHAEOLOGIST
E.Y. 2000 Y. Biennial Change
Budaet Activity Summa Actual Actual Budgeted F.Y. 2001 2000-07 Gov 7 1995.99
9 Y ry F.Y.1997 | F.v.1998 | F.Y.1999 Governor Governor
Base Recomm. Base Recomm. Dollars Percent
EXPENDITURES BY CATEGORY:
STATE OPERATIONS
PERSONAL SERVICES 61 100 111 113 0 117 0 (211) -100.0%
OPERATING EXPENSES I 84 111 79 79 o | 79 o | (190) -100.0%
SUBTOTAL STATE OPERATIONS 145 211 190 192 0 196 0| (401) -100.0%
CAPITAL OUTLAY 0 1 0 0 0 0 o | 60} -100.0%
Total Expenditures | 145 212 190 192 0| 196 o | (402) -100.0%
CHANGE ITEMS: _FUND
(B) ELIMINATE FUNDING TO STATE ARCHAEOLOGIST GEN (192) (196)
Total Change ltems [ {92) | (196)
FINANCING BY FUND:
DIRECT APPROPRIATIONS:
GENERAL 145 212 190 192 0 196 0
Total Financing 145 212 190 192 o 196 0
FTE BY EMPLOYMENT TYPE:
FULL TIME 1.0 1.9 2.0 2.0 0.0 2.0 0.0
Total Full-Time Equivalent 1.0 1.9 2.0 20 0.0 2.0 0.0
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F.Y. 2000-01 BUDGET CHANGE ITEM

AGENCY: Administration, Department of (Admin)
PROGRAM: Management Services
ACTIVITY: State Archaeologist, Office of the

ITEM TITLE: Eliminate Funding to the State Archaeologist

2000-01 Biennium 2002-03 Biennium

F.Y. 2000 F.Y. 2001 E.Y. 2002 F.Y. 2003
Expenditures: ($000s)
General Fund
- State Operations $(192) $(196) $(196) $(196)
Revenues: ($000s)
General Fund $-0- $-0- $-0- $-0-

Statutory Change? Yes_X No
If yes, statutes(s) affected: M.S. 138.31-138.42

D Supplemental Funding Reallocation

[ nNew Activity

GOVERNOR’S RECOMMENDATION:

The Governor recommends that the General Fund appropriation to the Office of the
State Archaeologist be eliminated. Base reductions of $192,000 in F.Y. 2000 and
$196,000 in F.Y. 2001 would be realized. The Governor recommends that the
Office secure other means of financing to continue operations.

RATIONALE:

The base budget reductions recommended by the Governor reflect his firmly held
views that government should only do what is critical and important and that not
everything the state currently does meets that test. Therefore, current spending
must be continuously evaluated and lower priority spending eliminated whenever
possible. Within the limited time available, only a limited number of reductions
have been identified. However, these reductions should be taken as indicative of

how the budget will be approached in the future.

FINANCING:
Some of the criteria applied in identifying these spending reductions are:

Expenditures should reflect a proper role of government.

Lower priority expenditures should be eliminated.

Not every new idea has to be financed with added money.

Eliminate narrow interests that benefit a few at the expense of many.
Eliminate expenditures that duplicate the efforts of others.

Eliminate expenditures that shift user costs to the general taxpayer.

OUTCOMES:

The Governor recognizes that the functions of the Office of the State Archaeologist
are valuable, however, those functions should not be financed by the taxpayer.
Rather, the office would be better funded by private, not-for-profit or fee-based
activities.
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PROGRAM: Fiscal Agent
AGENCY: Administration, Department of (Admin)

PROGRAM PROFILE:

This program has been established to meet the administrative needs of the ever
growing grant and other monies Admin receives from the state and federal
government, that are not directly related to the department’s mission . In most
cases, these grants and other allocations are pass-through monies appropriated by
the state legislature to fund special projects outside of Admin. These monies are
appropriated to Admin and in turn distributed to grant recipients, or for other
purposes, based on laws, statutes, policies, and procedures.

Activities included in this program are:

# Developmental Disability Council (DDC) —Federal program supplemented
with a small state General Fund appropriation, working on activities that result
in increased independence, productivity, integration and inclusion of people
with developmental disabilities and their families in the community.

# System of Technology to Achieve Results (STAR)—Federal program with a
state General Fund appropriation in the F.Y. 1998-99 biennium, working under
the federal mandate that requires the development and implementation of a
statewide, comprehensive, consumer-responsive program of technology-related
assistance for the over 700,000 Minnesotans of all ages with disabilities.

B Public Broadcasting—Grant administration program carried out for the
legislature under M.S. 129D.11-16. This activity includes Public Television,
Public Radio and Twin Cities Regional Cable Channel. This activity identified
as a separate agency in biennial budget.

® In Lieu of Rent—Legislative funds appropriated to Admin to cover the costs
of space used by the legislature, congressionally chartered veterans organiza-
tions, Services of the Blind vendors, and ceremonial space.

B Miscellaneous Grants—Monies appropriated to Admin for special legislative
projects. These projects include the State Band, the Minnesota Children’s
Museum, and many construction grants to political sub-divisions throughout
Minnesota.

B Miscellaneous Studies—Monies appropriated to Admin for special studies or
research type projects. These have included such projects as a pretrial,
presentence study, a snowmobile gasoline consumption study and a watercraft
fuel study.

STRATEGIES AND PERFORMANCE:

Each of the activities within this program are established and operate under
authority of federal mandates or specific state legislation. Emphasis is placed on
fulfilling the intent of the specific legislation and it varies considerably with each
activity. Processes are established and maintained to process transactions, track
information, and report in various formats the information required and desired by
various audiences. Contracts and agreements are an integral function of this
program.

FINANCING INFORMATION:

This activity is funded primarily through General Fund appropriations and federal
grant appropriations.

1998-99 BIENNIUM
Budget by Funding Source

General $20,835

Other $32

Federal $2,326

AN e Natural Resources $50

v MN Resources $440

(Figures in thousands)
* Only includes construction grants through the contract and grant agreement
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PROGRAM: Fiscal Agent
AGENCY: Administration, Department of (Admin)
(Continuation)

process and those funded by a General Fund appropriation. There are several
grants from recent legislative sessions that are not yet through the process.

BUDGET ISSUES:

Federal funding for the System of Technology to Achieve Results (STAR) will not
be available after 9-30-99.

1998-99 BIENNIUM
Budget by Program Activity

Public Broadcasting $8,268

STAR $1,054

DDC $1,775

Misc. Studies $171

Misc. Grants* $1,979

In Lieu of Rent $10,436

(Figures in thousands)

GOVERNOR’S RECOMMENDATION:

The Governor recommends the agency’s base level funding and the following
increases from the General Fund: $210,000 in F.Y. 2000 for Augmentative and
Alternative Communication Education and Recycling grants to citizens with
expressive communications disorders; $450,000 in F.Y. 2000 and $450,000 in F.Y.
2001 for the operation and grant program of the System of Technology to Achieve
Results (STAR) Program.
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Agency: ADMINISTRATION DEPT
Program: FISCAL AGENT

State of Minnesota
2000-2001 Biennial Budget
(Dollars in Thousands)

F.Y. 2000 Y. 2001 Biennial Change
Program Summa Actual Actual Budgeted F.Y.20 2000-01 Gov / 1998-99
9 mary F.Y.1997 | F.Y.1998 | F.Y.1999 Governor Governor
Base Recomm. Base Recomm. Dollars Percent
EXPENDITURES BY ACTIVITY:
DEVELOPMENTAL DISABILITIES C 943 1,369 1,036 1,037 1,037 1,039 1,039 (329) -13.7%
SYSTEM OF TECHNOLOGY TO ACHIEV 747 737 580 0 660 | 0 450 (207) -15.7%
MISC GRANTS 177 1,502 477 162 162 162 162 (1,655) -83.6%
MISC STUDIES 348 21 150 0 0 0 0 (171) -100.0%
Total Expenditures 2,215 ] 3,629 2,243 1,199 1,859 | 1,201 1,651 T (2,362) -40.2%
CHANGE ITEMS: _FUND.
(B) AUGMENTATIVE & ALTERNATIVE COMMUNICA GEN 210
(B) TECHNOLOGY RELATED ASSISTANCE FOR INDIV GEN 450 450
Total Change ltems l | 660 | 450
FINANCING BY FUND:
DIRECT APPROPRIATIONS:
GENERAL 511 | 1,308 848 | 234 894 | 236 686
MINNESOTA RESOURCES 0| 440 o | 0 o | 0 0
STATE GOVERNMENT SPECIAL REVENUE 85 | 0 0| 0 o | 0 0
NATURAL RESOURCES ol 0 50 | 0 0 | 0 0
HIGHWAY USERS TAX DISTRIBUTION o | 21 o | 0 o | 0 0
STATUTORY APPROPRIATIONS:
SPECIAL REVENUE 1 1 0 0 0 0 0
FEDERAL 1,618 | 1,849 1,345 | 965 965 | 965 965
GIFT 0| 10 0| 0 o | 0 0
Total Financing 2,215 3,629 2,243 1,199 1,859 1,201 1,651
FTE BY EMPLOYMENT TYPE:
FULL TIME 8.6 7.9 7.7 77 11.7 77 117
PART-TIME, SEASONAL, LABOR SER 0.8 0.8 0.8 0.8 0.8 0.8 0.8
Total Full-Time Equivalent 9.4 8.7 8.5 8.5 12,5 8.5 12.5

PAGE F-280




2000-01 Biennial Budget

BUDGET ACTIVITY: Developmental Disabilities Council (DDC)
PROGRAM: Fiscal Agent
AGENCY: Administration, Department of (Admin)

ACTIVITY PROFILE: The mission of the Developmental Disabilities Council
(DDC) is to work toward assuring that persons with developmental disabilities
receive the necessary support to achieve increased independence, productivity, and
integration and inclusion into the community. Authority for this program is
contained in the Developmental Disabilities Assistance and Bill of Rights Act (DD
Act) (P.L. 104-183).

The Minnesota Governor's Council on Developmental Disabilities was created in
1971 by executive order. The council is comprised of 27 members.

STRATEGIES AND PERFORMANCE: Under the DD Act, not less than 65%
of each year's federal funds must be allocated to priority area activities that result
in increased independence, productivity, integration and inclusion of people with
developmental disabilities and their families in the community. The Minnesota
DDC allocates funding according to the federal law. The majority of grant funds
are invested in leadership programs for youth, parents of young children with
developmental disabilities and adults with disabilities, and for families from
culturally diverse communities.

Council goals and objectives are set out in a 3-Year State Plan; the most recent plan
was submitted and approved for F.F.Y. 1998-2000.

Since 1990, youth, parents of children with developmental disabilities, adults with
disabilities, and families from culturally diverse communities have participated in
leadership training programs designed to teach skills and promote positive
partnerships with policymakers:

B Approximately 421 youth with disabilities have learned community leadership
skills in inclusive youth leadership programs;

B More than 400 individuals (parents of children with developmental disabilities
and adults with disabilities) are Minnesota Partners in Policymaking™
graduates;

B A total of 74 parents are graduates of a leadership training program in the
African American community and 31 parents are graduates of a leadership
training program in the Native American community;

® A total of 2,590 direct care workers have attended 132 training sessions at 30
Technical Colleges campuses, and 24 individuals have been trained to teach
sessions through the Minnesota Statewide Direct Care Training Initiative;

® Forty young adults have learned about independent community work
opportunities during a 2-year employment project; 10 young adults are
employed in jobs of their choosing, earning minimum wage, and receiving
individual support services;

B Since 1993, more than 4,400 people participated in 54 statewide training
conferences and 252 presentations were made to approximately 40,000 people;
and

B8 During the past 2 years, more than 24,000 publications, CD-ROMs, and other
resource materials have reached approximately 3,600 individuals and
organizations.

FINANCING INFORMATION: The council allocates grant funds on an annual
basis to carry out programs/activities under the priority areas of Leadership and
Employment.

Dollars in Thousands

Actual Actual Budgeted Est Est
Budget Activity Summary 1997 1998 1999 2000 2001
Federal $
Grants for Leadership &
Employment $535 $302.2 $458.6 $445.1 $445.1
Administration 338 338 338 338 338
State §
State Match Administration 46 46 46 46 46
State Funds support a training initiative for direct care workers.
Direct Care Training 25 25 25 -0- -0-
TOTAL $944 $711 $867 $829 $829

BUDGET ISSUES: The council's annual federal budget is part of the Congressio--
nal appropriation for the US Department of Health and Human Services. Level
funding is expected for F.F.Y. 1999 ($965,379).

In F.F.Y. 1994, the federal budget was not settled until the 3rd quarter of the fiscal
year and the council's funds were reduced by 8%. Only 1% of that reduction has
been restored.

The General Fund appropriation of $45,923 is less than the required match amount.
Grant recipients provide the balance of the match requirement.
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Activity: DEVELOPMENTAL DISABILITIES C
E.Y. 2000 Y. 20 Biennial Change
Budaet Activity Summa Actual Actual Budgeted F.Y. 2001 2000-01 Gov / 1998-09
g v vy F.v.1997 | F.y.1998 | F.Y.1999 Governor Governor
Base Recomm. Base Recomm. Dollars Percent
EXPENDITURES BY CATEGORY:
STATE OPERATIONS
PERSONAL SERVICES 151 185 182 186 186 188 188 7 1.9%
OPERATING EXPENSES 360 | 148 85 | 84 84 84 84 | (65) -27.9%
SUBTOTAL STATE OPERATIONS 511 333 267 l 270 270 272 272 (58) -9.7%
PAYMENTS TO INDIVIDUALS 3 0 o | 0 0 0 0 0
LOCAL ASSISTANCE 429 | 1,036 769 | 767 767 767 767 | (271) -15.0%
Total Expenditures 943 | 1,369 1,036 I 1,037 1,037 1,039 1,039 T (329) -13.7%
FINANCING BY FUND:
DIRECT APPROPRIATIONS:
GENERAL 71 71 71 72 72 74 74
STATUTORY APPROPRIATIONS:
FEDERAL 872 1,298 965 965 965 965 965
Total Financing 943 1,369 1,036 1,037 1,037 1,039 1,039
REVENUE COLLECTED:
DEDICATED
FEDERAL 834 1,298 965 965 965 965 965
- Total Revenues Collected 834 1,298 965 965 965 965 965
FTE BY EMPLOYMENT TYPE:
FULL TIME 2.9 3.3 3.1 3.1 3.1 3.1 3.1
PART-TIME, SEASONAL, LABOR SER 0.1 04 0.4 0.4 0.4 0.4 0.4
Total Full-Time Equivalent 3.0 3.7 3.5 3.5 3.5 3.5 3.5




2000-01 Biennial Budget
BUDGET ACTIVITY: System of Technology to Achieve Results (STAR)

PROGRAM: Fiscal Agent
AGENCY: Administration, Department of (Admin)

ACTIVITY PROFILE:

STAR (A System of Technology to Achieve Results) is funded primarily by a grant
from the national Institute on Disability and Rehabilitation Research under title I
of Public Law 103-218. The federal mandate requires the development and
implementation of a statewide, comprehensive, consumer-responsive program of
technology-related assistance for the over 700,000 Minnesotans of all ages with
disabilities. The STAR program administers activities in each of the federal
priority areas:

availability of services

consumer involvement and outreach
interagency coordination

advocacy and systems change
training and technical assistance
public awareness

STAR is the designated agency to receive these federal funds. No other agency has
an advocacy and systems change mandate to provide consumer-directed assistive
technology services to all individuals of all ages with all disabilities and in every
activity of life.

STRATEGIES AND PERFORMANCE:

Regional Assistive Technology Grants to rural areas to provide technology to meet
the needs of individuals with disabilities through Internet access, employment
search opportunities, training and development of new technology; 8 grants that
serve 400 individuals each year. ‘

Consumer Action Networks: Consumer-directed and -implemented grants linking
rural residents with disabilities to resources for training, assessment, provision and
follow-up services of assistive technology in 6 areas of the state serving over 500
people each year.

Toll free telephone assistance and newsletter reach over 4,000 consumers,

professionals, and family members each month on commercially available products
and funding assistance.

Funding Directory: STAR produces the only statewide comprehensive directory
of funding assistance for individuals in need of assistive technology.

Scholarships to conferences of international significance: Seventy-eight teams of
parents, consumers, and educators of assistive technology attended Closing the Gap

Conference and RESNA, both in Minneapolis during the current biennium.

Five new protections for consumers of assistive technology enacted in law or
policy.

Individual assistance and advocacy to an average of 300 individuals per month.

Over 2000 individuals trained on availability rights and use of assistive technology
each year.

Administered interagency program on augmentative and alternative communication
education and recycling.

Established 6 equipment loan and recycling programs that are now operating in the
nonprofit sector.

FINANCING INFORMATION:

This activity is funded through a federal grant and a General Fund appropriation.
For the 1998-99 biennium, the Minnesota Legislature appropriated $175,000 in
each year of the biennium to the STAR program to compensate for a statutorily

mandated reduction in federal funds.

BUDGET ISSUES:

As 0f 9-30-99, the STAR program will cease to exist unless federal or state funds
are appropriated for these purposes. At this writing, federal action is anticipated,
but no legislation has been introduced.
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Activity: SYSTEM OF TECHNOLOGY TO ACHIEV
E.Y. 2000 EY. Biennial Change
Budaet Activity Summar Actual Actual Budgeted 2001 2000-01 Gov / 1998-99
9 y v F.Y.1997 | F.Y.1998 | F.v.1999 Governor Governor
Base Recomm. Base Recomm. Dollars Percent
EXPENDITURES BY CATEGORY: I
STATE OPERATIONS
PERSONAL SERVICES 245 243 244 0 175 0 175 (137) -28.1%
OPERATING EXPENSES | 210 206 111 0 131 | 0 131 | (55) -17.4%
SUBTOTAL STATE OPERATIONS 455 449 355 0 306 0 306 (192) -23.9%
LOCAL ASSISTANCE 292 288 225 0 354 0 144 (15) -2.9%
Total Expenditures f 747 737 580 0 660 T 0 450 I (207) -15.7%
CHANGE ITEMS: _FUND
(B) AUGMENTATIVE & ALTERNATIVE COMMUNICA GEN 210
(B) TECHNOLOGY RELATED ASSISTANCE FOR INDIV [ GEN 450 | 450
Total Change ltems | 660 T 450
FINANCING BY FUND:
DIRECT APPROPRIATIONS:
GENERAL 0 175 200 0 660 0 450
STATUTORY APPROPRIATIONS:
SPECIAL REVENUE 1 1 0 0 0 0 0
FEDERAL I 746 551 380 0 0 l 0 0
GIFT | 0 10 0 0 o 0 0
Total Financing 747 737 580 0 660 0 450
REVENUE COLLECTED:
DEDICATED
FEDERAL 702 551 380 0 0 0 0
Total Revenues Collected 702 551 380 0 0 0 0




Agency: ADMINISTRATION DEPT
Program: FISCAL AGENT

State of Minnesota

2000-2001 Biennial Budget

(Dollars in Thousands)

Activity: SYSTEM OF TECHNOLOGY TO ACHIEV
F.Y. 2000 F.Y. 2
Budget Activity Summa Actual Actual Budgeted 001
g v ry F.Y.1997 | F.v.1998 | F.Y.1999 Governor Governor
Base Recomm. Base Recomm.
FTE BY EMPLOYMENT TYPE: _
FULL TIME 5.0 4.6 4.6 4.6 8.6 4.6 8.6
PART-TIME, SEASONAL, LABOR SER 0.7 0.4 0.4 0.4 0.4 0.4 0.4
Total Full-Time Equivalent 5.7 5.0 5.0 5.0 9.0 5.0 9.0
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F.Y. 2000-01 BUDGET CHANGE ITEM

AGENCY: Administration, Department of (Admin)
PROGRAM: Fiscal Agent

ACTIVITY: System of Technology to Achieve Results (STAR)
ITEM TITLE: Augmentative and Alternative Communication Education and
Recycling
__2000-01 Biennium . 2002-03 Biennium __
F.Y. 2000 F.Y. 2001 E.Y. 2002 F.Y. 2003
Expenditures: ($000s)
General Fund
- State Operations $-0- $-0- $-0- $-0-
- Grants $210 $-0- $210 $-0-
Revenues: ($000s)
General Fund $-0- $-0- $-0- $-0-

Statutory Change? Yes No_X
If yes, statutes(s) affected:

D Supplemental Funding D Reallocation

New Activity

GOVERNOR’S RECOMMENDATION:

The Governor recommends a biennial appropriation of $210,000 to the STAR
program, Minnesota Department of Administration, for the purpose of developing
a statewide Augmentative and Alternative Communication (AAC) Education and
Recycling grant program.

RATIONALE:

This request is based on the 1997 report to the Minnesota State Legislature in
which a cost-effective mechanism for distribution of augmentative and alternative
communication devices was recommended. During the 1998 legislative session a
pilot project was funded through the Department of Human Services and
administered by the STAR Program (Ch. 407, art. 3, sec. 68). This project
identified used augmentative and alternative communication devices of 18 partner
agencies in the 7-county metro and southwestern Minnesota counties, established
a database of this equipment and administered the collection, maintenance and

repair and distribution of the equipment as well as provided training to over 200
providers and consumers with expressive communication disabilities. This
appropriation would allow for the expansion of this database, education and
recycling efforts to be expanded statewide.

FINANCING:

The appropriation would fund the grants program and its administration. STAR
has a long history of consumer-directed grant review. It is anticipated that the staff
of the STAR Program could administer the grant program.

OUTCOMES:

The program will allow for the current successful pilot program to be expanded to
serve all Minnesotans with expressive communication disorders. Education of
professionals, consumers and family members will result in awareness of the full
range of AAC systems available. This education, combined with the trial use of
systems, will be developed in consultation with individuals with expressive
communication disorders and administered by the STAR Program and its
reviewers. The effective use of recycled equipment may result in fewer new
devices needing to be purchased with public funds at the state and local level.
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F.Y. 2000-01 BUDGET CHANGE ITEM

AGENCY: Administration, Department of (Admin)
PROGRAM: Fiscal Agent
ACTIVITY: System of Technology to Achieve Results (STAR)
ITEM TITLE: Technology Related Assistance for Individuals with Disabilities

2000-01 Biennium 2002-03 Biennium

E.Y. 2000 F.Y. 2001 E.Y. 2002 E.Y. 2003

Expenditures: ($000s)

General Fund

- State Operations $306 $306 $306 $306

- Grants $144 $144 $144 $144
Revenues: ($000s)

General Fund $-0- $-0- $-0- $-0-
Statutory Change? Yes_ X No___
If yes, statutes(s) affected: M.S. 256.482, subd. SA
New Activity D Supplemental Funding D Reallocation

GOVERNOR’S RECOMMENDATION:

The Governor recommends a biennial appropriation of $900,000 to the STAR
Program, Minnesota Department of Administration, for the purpose of developing
a statewide technology-related assistance program for individuals of all ages with
disabilities.

RATIONALE:

The STAR Program of the Governor’s Advisory Council of Technology for People
with Disabilities has been a national model in developing a consumer-driven
system of technology-related assistance for Minnesotans of all ages with
disabilities. Due to the sunset of the Technology Related Assistance for Individuals
with Disabilities Act, federal funding will not be available for this purpose after
9-30-99. While STAR has successfully served many Minnesotans’ assistive
technology needs, its work is not done. As of August 1998, STAR has filed for
nonprofit status. This appropriation, along with the private funds STAR plans to
secure, will allow the program to continue to serve the technology-related needs of
individuals with disabilities.

FINANCING:
Using activity-based costing, STAR anticipates the funding to be used in the
following ways:

RATR Grants 11%
Funding Assistance 4%
Self-Advocacy 8%
Training 10%
Information/Referral 8%
Policy Advocacy 15%
Publications 7%
Interagency Coordination 16%
CAN Grants 21%
OUTCOMES:

STAR anticipates outcomes as follows, which allow for increased independence
of individuals with disabilities in work, home, school and community life.

B Regional Assistive Technology Grants to rural areas provide technology to
meet the needs of individuals with disabilities through Internet access,
employment search opportunities, training and development of new technolo-
gies; 8 grants 400 individuals served each year.

® Consumer Action Networks consumer-directed and -implemented grants
linking rural residents with disabilities with resources for training, assessment,
provision and follow-up services of assistive technology in 6 areas of the state
serving over 500 people each year.

® Toll free telephone assistance and newsletter reach 4,000 consumers,
professionals and family members each month on commercially available
products and funding assistance.

®  Funding Directory. STAR produces the only statewide comprehensive
directory of funding assistance for individuals in need of assistive technology;
over 100,000 distributed to date.

B Scholarships to conferences of international significance. Seventy-eight
teams of parents, consumers and educators of assistive technology attended
Closing the Gap Conference during the biennium.

8 Five new protections for consumers of assistive technology enacted in law or
policy.

® [Individual assistance and advocacy to an average of 300 individuals per
month.
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2000-01 Biennial Budget
BUDGET ACTIVITY: Miscellaneous Grants

PROGRAM: Fiscal Agent
AGENCY: Administration, Department of (Admin)

ACTIVITY PROFILE:

This activity provides management and administrative support for various grants
appropriated by the legislature to Admin. These grants are primarily pass-through
funds where Admin acts as a conduit to fulfill legislative intent. Administrative
functions include budgeting, accounting and financial reporting.

Many of these grants are for construction projects that involve a cooperative effort
between Admin, Finance and the Attorney General’s Office. Construction grant
processes are guided by M.S.16A.695, 16B.335 and agency policy and procedure.
Many financial, legal and process concerns play out in varying degrees for each
individual grant. The ultimate goal being to ensure that final construction fulfills
the enacted legislation.

Other grants managed and administered by Admin include:

& State Band

B Minnesota Children’s Museum

B LCMR

#  Qil Overcharge

B Public Broadcasting

Typically, number of grants managed and administered by this activity ranges
between 26 and 30 grants per fiscal year.

1998-99 Biennium
Total Grant Funds by Type

Public
LCMR Broadcasting

Gen. Fund $440 $8,268
Construction
$2175
IMN Children's

State Band
$4

Museum
$320

Bonded General Fund
Construction $1,215
$9,450
(# in thousands)
BUDGET ISSUES:

The department receives no operating funds for these grants. All funds appropri-
ated go directly to the grantee. This puts an extreme burden on agency staff who
add this work to their regular full-time responsibilities. All grants require varying
amounts of staff time to carry out the responsibilities and requirements associated
with the grant process. Construction grants require the most time for the managing
and administering functions. There are many legal, contractual, financial and
process concerns associated with each of these grants, that at times require full time
attention.
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State of Minnesota

2000-2001 Biennial Budget

{Dollars in Thousands)

Agency: ADMINISTRATION DEPT
Program: FISCAL AGENT
Activity:  MISC GRANTS
: F.Y. 2000 F.Y. 2001 Biennial Change
Budget Activity Summ Actual Actual Budgeted 2000-01 Gov /1998-99
[}
get Activity Summary F.Y.1997 | F.¥.1998 | F.Y.1999 Governor Governor
Base Recomm. Base Recomm. Dollars Percent
EXPENDITURES BY CATEGORY:
STATE OPERATIONS
PERSONAL SERVICES 28 0 0 0 0 0 0 0
OPERATING EXPENSES o | 1 o | 0 o | 0 ol 1 -100.0%
SUBTOTAL STATE OPERATIONS 28 1 0 | 0 0 [ 0| 1) -100.0%
LOCAL ASSISTANCE 149 1,501 477 | 162 162 162 162 | (1,654) -83.6%
Total Expenditures 177 | 1,502 a77 | 162 162 | 162 162 | (1,655) -83.6%
FINANCING BY FUND:
DIRECT APPROPRIATIONS:
GENERAL 92 1,062 477 162 162 162 162
MINNESOTA RESOURCES o | 440 0 | 0 0| 0 0
STATE GOVERNMENT SPECIAL REVENUE 85 | 0 o | 0 o | 0 0
Total Financing 177 1,502 477 162 162 162 162
REVENUE COLLECTED:
DEDICATED
STATE GOVERNMENT SPECIAL REVENUE 333 507 600 0 0 0 0
Total Revenues Collected - 333 507 600 0 0 0 0
FTE BY EMPLOYMENT TYPE:
FULL TIME 0.7 0.0 0.0 0.0 0.0 0.0 0.0
Total Full-Time Equivalent 0.7 0.0 0.0 0.0 0.0 0.0 0.0
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2000-01 Biennial Budget
BUDGET ACTIVITY: Miscellaneous Studies
PROGRAM: Fiscal Agent
AGENCY: Administration, Department of (Admin)

ACTIVITY PROFILE:

This activity provides the budget location to account for, track and report on
legislative studies that have been appropriated to Admin. Examples include:

B An evaluation of the Minnesota State Correctional System

® A study involving the issues of Pretrial, Presentence, or Conditional Release
® A Snowmobile Gasoline Consumption study

B A Watercraft Fuel study

STRATEGIES AND PERFORMANCE:

These studies can be conducted by contracting with a vendor or through the
Management Analysis Division of Admin. Legislation language guides this
process.

FINANCING INFORMATION:

The legislature appropriates funds for specific projects.
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State of Minnesota
2000-2001 Biennial Budget
(Dollars in Thousands)

Agency: ADMINISTRATION DEPT
Program: FISCAL AGENT
Activity: MISC STUDIES

E.Y. 2000 F.Y. 2001 Biennial Change
Budget Activity S a Actual Actual Budgeted 2000-01 Gov / 1998-99
udget Activity Summary F.Y.1997 | F.Y.1998 | F.Y.1999 Governor Governor
Base Recomm. Base Recomm. Doliars Percent

EXPENDITURES BY CATEGORY:
STATE OPERATIONS

OPERATING EXPENSES 348 21 150 0 0 0 0 (171) -100.0%

SUBTOTAL STATE OPERATIONS 348 21 150 0 (] ] (1] (171) -100.0%

Total Expenditures 348 21 150 0 (] (] 0 @171) -100.0%
FINANCING BY FUND:
DIRECT APPROPRIATIONS:

GENERAL 348 0 100 0 0 0 0

NATURAL RESOURCES I ol 0 50 | 0 o | 0 0

HIGHWAY USERS TAX DISTRIBUTION | o | 21 o | 0 0 | 0 0
Total Financing 348 21 150 0 v 0 0 0
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2000-01 Biennial Budget

AGENCY: Capitol Area Architectural and Planning Board (CAAPB)

AGENCY DESCRIPTION: -

The Capitol Area Architectural and Planning Board (CAAPB) was established by
the 1967 legislature to preserve and enhance the dignity, beauty, and architectural
integrity of the Capitol, the buildings immediately adjacent to it, the Capitol
grounds, and the Capitol Area. It is a 10 member board, chaired by the Lt.
Governor, and has both House and Senate representation. The agency employs 5
full-time staff and is supported by a 3-member architectural/planning Advisory
Committee.

Our mission is to preserve and enhance the Capitol Area's unique aesthetic and
historic character, and to plan and guide its future development by maintaining a
framework for its physical growth.

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 neighborhoods.

PERFORMANCE SUMMARY:

As overseer of Capitol Area development, the CAAPB's responsibility for public
projects begins with site selection and sponsorship of architectural design
competitions and continues through all phases of design and construction.
Individual project planning occurs within a long-range framework for the area’s
physical development. Our recently completed Comprehensive Plan and the
Specific Actions for Implementation of the Comprehensive Plan are the framework
for the CAAPB’s daily agenda, along with the Zoning and Design Rules for a 60
block area around Minnesota’s Capitol building.

In overseeing and coordinating development in the Capitol Area, the CAAPB is in
a unique position to work closely with many state agencies, especially the
Department of Administration, the city of Saint Paul, planning district and
neighborhood development groups, and with private sector architects and
developers.

Our services focus on that which we traditionally do best--good design, thorough
and coordinated planning, and achieving more for the public dollar, whether it be
federal, state, or city. Because the board is composed of gubernatorial, legislative,
and city appointees, we often are in a position to coordinate and leverage public
improvements in a cost-effective and result-orientated manner. Our time frame is
long-range.

In 1998-99, the agency assisted in the design or implementation of the following
projects: Korean War Veterans Memorial; Woman’s Suffrage Memorial Garden;
Department of Revenue (all phases Design/Construction); predesign of Labor
Interpretive Center (LIC); new Comprehensive Plan for the Minnesota State
Capitol Area; and Capitol Building projects (i.e. terraces and cafeteria).

REVENUES:

This activity generated dedicated gift revenue of $6,000 in F.Y. 1998 and $3,000
in F.Y. 1999.

EXPLANATION OF AGENCY'S BUDGET PLAN:

While the CAAPB budget request for F.Y. 2000-01 is based on the current F.Y.
1998-99 spending level, its level of responsibility and work has outpaced its budget
for several years. This has imperiled the CAAPB's ability to meet an increasing
demand for design review and other services, and has increased the workload for
current staff.

ISSUES AFFECTING AGENCY'S OPERATIONS:

Despite the smallest staff in 11 years, financial paperwork and contract manage-
ment has grown significantly, at times diverting us from our primary purpose of
long-range planning. Issues directly affecting CAAPB operations are:

Unanticipated Project Requests

Besides paying salaries for its permanent employees (the executive secretary, 2
planners, and 2 support staff), the budget provides funding for a committee of 3
architects or planners. This committee is required by state law to review and advise
the board on architectural and planning matters. The committee’s level of activity,
outside CAAPB control, is contingent upon others who need CAAPB approval for
development projects. This has had significant consequences for the Board's
operations, resulting at times in the agency not having enough remaining resources
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AGENCY: Capitol Area Architectural and Planning Board (CAAPB)
(Continuation)

to achieve its primary goal of long-range planning; that is, keeping and maintain-
ing a Comprehensive Plan for the Capitol Area.

The necessary involvement of CAAPB staff on other state agency projects is not
compensated however. This leaves the CAAPB operating funds compromised
when major fast-track projects require our participation.

Equipment/software Replacement

Our computer stations will need replacement by the year 2000 to keep current with
technology and systems, and to collaborate with other agencies such as the
Department of Administration and the Department of Finance with whom we
interface with on a regular basis.

Unanticipated Local Area Network (LAN) Charges

In 1997, after the agency's operating budget for F.Y. 1998-99 was proposed, LAN
support charges were increased 7% to $3,100 per user in 1999. We anticipate an
additional 10% increase in F.Y. 2000-01.

GOVERNOR'S RECOMMENDATION:

The Governor recommends the agency’s base budget. The Governor has also

included funding to improve this agency’s technology capacity in the Small Agency
Infrastructure Initiative under the Minnesota Office of Technology.
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(Dollars in Thousands)

Agency: CAPITOL AREA ARCHITECT
Program: CAPITOL AREA ARCH PLANNING BD
Activity: CAPITOL AREA ARCH PLANNING BD

, Biennial Change
Budget Activity Summa Actual Actual Budgeted F.Y. 2000 F.Y. 2001 2000-01 Gov / 1998-99
udg ity ry F.Y. 1997 F.Y.1998 | F.v.1999 Governor Governor
Base Recomm. Base Recomm. Dollars Percent
EXPENDITURES BY CATEGORY:
STATE OPERATIONS
PERSONAL SERVICES 251 232 244 243 243 250 250 17 3.6%
OPERATING EXPENSES | 133 | 165 236 | 59 59 | 56 56 | (286) 71.3%
SUBTOTAL STATE OPERATIONS 384 397 480 302 302 306 306 (269) -30.7%
Total Expenditures 384 397 480 302 302 306 306 (269) -30.7%
FINANCING BY FUND:
DIRECT APPROPRIATIONS:
GENERAL 381 392 479 302 302 306 306
STATUTORY APPROPRIATIONS:
GIFT 3 5 1 0 0 0 0
Total Financing 384 397 480 302 302 306 306
REVENUE COLLECTED:
DEDICATED
GIFT 1 2 0 0 0 0 0
1
Total Revenues Collected 1 [ 2 0 : 0 0 0 0
FTE BY EMPLOYMENT TYPE:
FULL TIME 5.1 45 4.4 4.4 4.4 4.4 4.4
Total Full-Time Equivalent 5.1 4.5 4.4 4.4 4.4 4.4 4.4
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Agency: CAPITOL AREA ARCHITECT

State of Minnesota
2000-2001 Biennial Budget

BASE RECONCILIATION REPORT
(Dollars in Thousands)

All Funds General Fund Other State Funds Federal Funds
FY.o0 | Fy.o1 | FY.oo | FY.o1 | Fy.00 | Fy.o1 | Fy.00 [ F.y.01

F.Y.99 BUDGETED 289 289 289 289 0 0 0 0
BASE ADJUSTMENTS

DOC. SPACE RENTAL/LEASE 5 1 5 1 0 0 0 0

SMALL AGENCY OPERATIONAL EXPE 1 2 1 2 0 0 0 0

2000-01 SAL. & BEN. BASE 7 14 7 14 0 0 0 0
SUBTOTAL BASE ADJUSTMENTS 13 17 13 17 0 0 0 0
BASE BUDGET 302 306 302 306 0 0 0 0
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AGENCY: Public Broadcasting

AGENCY PROFILE:

Public Broadcasting is the grant administration program carried out for the
legislature under M.S. 129D.11-16. Legislative allocations are divided among 6
public television and 12 public educational radio stations in the form of block,
matching and equipment grants. The program oversees this grant authority,
disbursing funds in accordance with legislative appropriations and direction, and
ensures compliance with all statutory requirements and criteria.

Public Broadcasting is made up of the following activities:

Public Television

State funds are used by recipient stations to sustain their ability to serve as a major
community resource providing educational, cultural, economic development,
public affairs, and children’s programming to the public, governmental agencies,
nonprofit organizations, business corporations, and educational facilities. State
grants are made on a direct and matching basis, consistent with the criteria
established in M.S. 129D.11-16.

Public Radio

State funds are used to support public radio stations that serve Minnesota residents
through radio programming that is noncommercial, cultural, informational, ethnic,
and educational in nature. It is programming designed to appeal to audiences not
generally served by commercial broadcasters. Operational and equipment grants
are made pursuant to the criteria listed in M.S. 129D.

Twin Cities Regional Cable Channel

State funds are used to provide grant-in-aid to Twin Cities Regional Cable
Channel, Inc., a nonprofit organization operating the Metro Cable Network. The
network appears on Channel 6 on all metropolitan area cable systems presenting
a wide range of programs about issues and activities of regional interest and
significance to 600,000 cabled households in the 7-county metro area as mandated
by state statutes and designated by the Minnesota Cable Communications Board
in 1985.

Legislative Television
An additional appropriation is included in Public Broadcasting for Legislative

Television. Funding is in the form of a grant for public information television
transmission of legislative activities. The legislature oversees this grant.

GOVERNOR’S RECOMMENDATION:

The Governor recommends a phased reduction and elimination of the state aid
granted to Public Broadcasting. Recognizing that Legislative Television has a
direct and important relationship to the business of government, funding will be
sustained in the next biennium at current base levels. Public Radio support will be
reduced by 25% in F.Y. 2000, 50% in F.Y. 2001, and fully removed in the
subsequent years. Public Television and Twin Cities Cable TV will be reduced by
25% in F.Y. 2001, 50% in F.Y. 2002 and fully reduced in subsequent years.

The Governor believes that phasing the reductions in state support will give these
entities the time to explore other revenue raising opportunities for which the
Governor believes there is capacity.

The base budget reductions recommended throughout the budget by the Governor
reflect his firmly-held views that government should only do what is critical and
important, and that not everything the state currently does meets that test.
Therefore, current spending must be continuously evaluated and lower priority
spending eliminated whenever possible. Within the time available, only a limited
number of reductions have been identified. However, these reductions should be
taken as indicative of how the budget will be approached in the future.

Some of the criteria applied in identifying these spending reductions are:

Enot every new idea has to be financed with additional funds
Blower priority expenditure items should be eliminated
mexpenditures should reflect a proper role of government
Eeliminate spending on special items that have narrow benefit
®eliminate expenditures that duplicate the efforts of others
Ecliminate expenditures that shift user costs to the general taxpayer.
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2000-2001 Biennial Budget

(Dollars in Thousands)

Agency: PUBLIC BROADCASTING
Program: PUBLIC BROADCASTING
F.Y. 2000 F.Y. 2001 Biennial Change
p Summar Actual Actual Budgeted 2000-01 Gov / 1998-99
rogram Summary F.Y.1997 | F.Y.1998 | F.Y.1999 Governor Governor
Base Recomm. Base Recomm. Dollars Percent
EXPENDITURES BY ACTIVITY:
PUBLIC TELEVISION 1,938 2,487 2,313 2,050 2,050 2,050 1,537 (1,213) -25.3%
PUBLIC RADIO v 320 2,290 410 814 610 814 407 (1,683) -62.3%
TWIN CITIES REGIONAL CABLE CHA 25 25 25 25 25 25 19 (6) -12.0%
LEGISLATIVETV 300 305 441 441 441 441 441 136 18.2%
Total Expenditures 2,583 | 5,107 3,189 3,330 3,126 | 3,330 2404 | (2,766) -33.3%
CHANGE ITEMS: _FUND
(P) PHASE OUT STATE AID GEN (204) (926)
Total Change Items | | (204) | (926)
FINANCING BY FUND:
DIRECT APPROPRIATIONS:
GENERAL | 2,583 5,107 3,189 | 3,330 3,126 | 3,330 2,404
i ] I
Total Financing | 2,583 5,107 3,189 I 3,330 3,126 | 3,330 2,404
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Agency: PUBLIC BROADCASTING

State of Minnesota
2000-2001 Biennial Budget

BASE RECONCILIATION REPORT
(Dollars in Thousands)

All Funds General Fund Other State Funds Federal Funds
F.Y.0o | FvY.01 | FY.00 | FY.o1 | FY.oo | Fy.o1 | Fy.oo | F.Y.o1

F.Y.99 BUDGETED 3,179 3,179 3,179 3,179 0 0 0
BASE ADJUSTMENTS

BIENNIAL APPROPRIATIONS 1,037 1,037 1,037 1,037 0 0 0

ONE-TIME APPROPRIATIONS <886> <8863 <886> <8863 0 0 0
SUBTOTAL BASE ADJUSTMENTS 151 151 151 151 0 0 0
BASE BUDGET 3,330 3,330 3,330 3,330 0 0 0
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Agency Executive Summary

AGENCY: Finance, Department of

AGENCY MISSION AND VISION:

The Mission of the department is to improve the performance of state government
for the people of Minnesota by providing leadership in statewide financial planning
and financial resource management. To accomplish our mission, we will:

provide consistent, accurate, reliable and useful financial information
administer business processes supported by cost effective, flexible systems
improve access to information by managers and the public

advance statewide information management techniques and technologies
ensure that state employees are trained in statewide business practices
perform critical thinking concerning the use of public resources

KEY SERVICE STRATEGIES:

ensure the integrity of the state’s financial resources

accurately present the state’s financial condition

facilitate informed decision making

improve accountability and promote the prudent use of state resources

The department budget is organized into 2 service delivery programs.

E State Financial Management program: Provides the budget, accounting,
personnel, and payroll systems that are used by all state agencies. These
systems issue 1.3 million prompt payments to state vendors each year, and
accurately pay 48,000 state and MnSCU workers every 2 weeks.

The program’s staff produce the state operating and capital budgets, analyze
state budget and financial issues, manage state accounting and payroll systems
and policy, perform economic analysis and financial forecasting, issue state
debt instruments, and manage state cash and debt resources.

# Information and Management Services program: Provides technical and
management support to the State Financial Management program and the
statewide administrative systems.

The department is committed to customer service, and will measure its perfor-
mance by its ability to:

improve the quality and effectiveness of statewide administrative systems
provide sound financial analysis and prudent budget recommendations
improve financial accountability in state agencies

simplify or eliminate unneeded processes and controls

improve the quality of our products and services

OPERATING ENVIRONMENT:

The primary external factors affecting the department include:
B the public demand that government services be effective and efficient
® the continual change of computer technology

B competition for skilled professional staff

ORGANIZATION/PROGRAM STRUCTURE:

COMMISSIONER

'——State Financial Management Program

—Accounting Services 67 fte
—Budget Services 32 fte
l—FEconomic Analysis 3 fte
‘—Cash and Debt Management 2 fte
L—JInformation and Management Services
—Information Services 53 fte
L—Management Services 13 fie

6/30/98 TOTAL FTEs 170.0

The FTE figure reflects filled positions only. The vacancy rate was 11% in F.Y.
1998. The department anticipates a 3% vacancy rate during the next biennium.
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(Continuation)

2000-01 Biennial Budget
Agency Executive Summary

TRENDS AND PERSPECTIVE:

Total Budget - All Funds

$ in Millions
8

10.0 | % @ @ @

30.0 | @@@@®®

0.0

T

Fiscal Years

1990 1991 1992 1993 1994 1995 1996

T

1997 1998 1999

F.Y. 1998-99 Expenditures by
Category
Total $54.5 Million

Consultants
14%

Salaries
39%

Computer
Services
35%

Other
12%

F.Y.1998-99 Expenditures by

Program
Total $54.5 Million

Statew ide
Financial
Management
28%

Information
and
Management
Services
72%

GOVERNOR'S RECOMMENDATION:

The Governor recommends the agency’s base budget and a HR/Payroll System
upgrade so that the state’s CORE business systems remain viable. The Governor
also recommends a continuation of the billing authority to help fund the ongoing

operating costs of the statewide systems.
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Agency: FINANCE DEPT

State of Minnesota
2000-2001 Biennial Budget
(Dollars in Thousands)

Biennial Change
F.Y. 2000 Y. 20
Agency Summa Actual Actual Budgeted F.Y. 2001 2000-01 Gov / 1998-99
gency y F.Y.1997 | F.y.1998 | F.Y.1999 Governor Governor
Base Recomm. Base Recomm. Dollars Percent
EXPENDITURES BY PROGRAM:
STATE FINANCIAL MANAGEMENT 7,190 7,116 8,155 7,805 7,805 7,993 7,993 527 3.5%
INFORMATION & MGMT SERVICES 17,411 18,895 20,397 13,457 19,766 13,585 19,789 263 T%
Total Expenditures 24,601 26,011 28,552 21,262 27,571 I 21,578 27,782 790 1.4%
FINANCING BY FUND:
DIRECT APPROPRIATIONS:
GENERAL 19,918 22,984 24,988 21,262 23,704 21,578 23,915
STATUTORY APPROPRIATIONS:
GENERAL 4,683 3,027 3,564 0 3,867 0 3,867
Total Financing 24,601 26,011 28,552 21,262 27,571 21,578 27,782
FTE BY EMPLOYMENT TYPE:
FULL TIME 167.6 167.2 182.1 179.8 179.8 179.9 179.9
PART-TIME, SEASONAL, LABOR SER 2.6 1.6 28 1.3 1.3 1.0 1.0
OVERTIME PAY 2.0 1.2 1.6 1.6 1.6 1.6 1.6
Total Full-Time Equivalent 172.2 170.0 186.5 182.7 182.7 1825 1825
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Agency Budget Brief
(§ in thousands)
Agency: Finance, Department of Fund: General
F.Y. 2000 F.Y. 2001 Biennium B Reallocations:
BASE-YEAR (F.Y. 1999) The department reallocated funds to address human resource management.
Appropriations (F.Y. 1999) $22,751 $22,751 $45,502
BASE ADJUSTMENT " Billing Authority: _
Attorey General Costs 18 38 s The legislature funded part of the F.Y. 1998-99 operating costs for the
T . .. . . . . .
Do C:;;]te dnSpac . cf’:emal 61 62 123 Statewide Administrative Systems by instructing the department to bill agencies
Statewide Administrative Systems 11 11 22 for their use of the systems. The department is requesting continuation of this
2000-01 Salary & Benefit Base 303 616 919 authority in the F.Y. 2000-01 biennium in the amount of $3,867 each year
Transfers Between Agencies (1,866) (1,884) (3,750)
Uniform Pension Bill Reduction 16 16 32
e e &2 GOVERNOR’S RECOMMENDATION(S):
BASE LEVEL (for 2000 and 2001) $21,262 $21,578 $42,840
CHANGE ITEMS The Governor recommends the agency’s base budget and a HR/Payroll System
HR/Payroll System Upgrade Maintenance 2442 2337 4779 upgrade so that the state’.s CQRE busmes§ gystems remain viable. The Goverl}or
also recommends a continuation of the billing authority to help fund the ongoing
GOVERNOR’S RECOMMENDATION $23,704 $23,915 $47,619

operating costs of the statewide systems.

Brief Explanation of Budget Decisions:

B Base adjustments:

- An increase for the salary and benefits relating to the partner agency
agreement with the Attorney General’s office.

- An increase for a documented rent increase.

- An increase representing the department’s share of the cost of operating the
Statewide Administrative Systems.

- A 3% increase for department staff salary and benefits.

- A reduction that transfers the funding for accounts receivable activities in
the departments of Revenue and Human Services and the Attorney
General’s office to those agencies. Funding for these activities had been
included in the Department of Finance’s budget. The F.Y. 2000-01 budget
request for these activities are now included in those respective agencies’
budgets.

- A reduction to reflect the Uniform Pension Bill.
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PROGRAM: State Financial Management
AGENCY: Finance, Department of (DOF)

PROGRAM PROFILE:

The State Financial Management program consists of the units providing direct
financial management services to decisionmakers, agencies, and the public.

Accounting Services

sets statewide accounting and payroll policies and procedures

manages the accounting and payroll systems

provides training and assistance to agencies on the state’s financial systems
reviews and helps agencies develop systems of internal controls

produces the state’s Comprehensive Annual Financial Report (CAFR)
coordinates the collection of state agency Accounts Receivable

Budget Services

& directs the state’s operating and capital budget processes

& coordinates expenditure forecasts and develops financial reports and analyses
B assists agencies in implementing their budgets

B provides financial information and analysis to the governor and legislature

Economic Analysis
B prepares forecasts of the state’s economic outlook and major revenues

Cash and Debt Management

B accesses the financial markets to provide financing for capital projects
B administers the state’s tax exempt bonding law

B establishes the state’s banking services

Key issues the program will address over the next 2 years include:

B providing expertise to the upgrade of the state’s human resource and payroil
system (SEMA4)

B improving the communication of budget and financial information to key
decision makers and the public

B assisting the governor and legislature in dealing with the financial challenges
posed by an uncertain economy and public desires for better performance from
state government at a reasonable cost

B refinance outstanding state general obligation bonds at lower interest rates

STRATEGIES AND PERFORMANCE:

The State Financial Management program primarily uses the following strategies
to carry out the department’s mission and meet its goals:

providing information and analysis to decisionmakers

setting financial policy and accounting system standards for state agencies
regulating state government financial activities

providing technical assistance to ensure compliance with standards and with
generally accepted governmental accounting principles

The program’s performance in meeting the department’s goals is measured in the
following ways:

Goal-Ensure the Integrity of the State’s Financial Resources

B Reduce the number of internal control and budget-related audit findings.

Internal Control Audit Findings:

F.Y. 1996 FEY. 1997 FE.Y. 1998 EY. 1999 E.Y. 2000-01
Target 70 63 54 52 50/year
Actual 77 56 *

*F.Y. 1998 audits not completed yet.

Goal-Accurately Present the State’s Financial Condition

B Continue to receive the Certificate of Achievement for Excellence in Financial
Reporting from the Government Finance Officers Association. The department
has received this award annually for the last 13 years.

Goal-Facilitate Informed Decision Making
8 Reduce variances between forecast and actual revenues and spending.

Percentage Variance between Actual and Forecast Revenues:

F.Y. 1996 EY. 1997 F.Y. 1998 E.Y. 1999 F.Y. 2000-01
Target 4.5% 4.5% 4.5% 4.5% 4.5%
Actual 5.8% 9.7% 9.4%
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PROGRAM: State Financial Management
AGENCY: Finance, Department of (DOF)
(Continuation)

Percentage Variance between Actual and Forecast Expenditures:

FY. 1996 FEY. 1997 E.Y. 1998 EY. 1999 E.Y. 2000-01
Target 3.0% 3.0% 3.0% 3.0% 3.0%
Actual 1.5% 2.4% 1.4%

In addition, the department will:

® Provide accurate, timely financial information, and useful analysis of that
information. A principal measure of effectiveness in meeting this goal is
whether or not the Governor, Legislature, and public find the information and
analysis useful in understanding the state’s fiscal condition and budget options.

B Increase the clarity and usefulness of the various information products it

publishes, including the Economic Forecasts, Capital and Operating Budget
summaries and detail books, the CAFR, and other periodic reports.

Goal-Improve Accountability and the Prudent Use of State Resources

Sell State Bonds at or below Market Index Rates:

May 1996 Nov. 1996 Aug. 1997 June. 1998 Nov. 1998
Index Rate 5.24% 5.18% 4.72% 4.50% 4.27%
Actual Rate 5.39%% 5.18% 4.72% 4.50% 4.31%
Variance 0.15% 0.00% 0.00% 0.00% 0.04%
Percentage of Accounts Receivable older than 90 days:

F.Y.1996 F.Y. 1997 E.Y. 1998 FY. 1999 F.Y. 2000-01
Target 63% 61% 59% 69% 67%/65%

Actual 66% 71% 74%
Percentage of Vendor Payments within 30 days:

B Target percentage is 97% for all years
B F.Y. 1994-96 average was 97.7%, F.Y. 1997 was 97.8%, F.Y. 1998 was 97.1%

FINANCING INFORMATION:

Salaries represent 86 % of program funding, supporting 106.8 FTEs. The program
has remained relatively stable over many years until the implementation of the new
accounting and payroll systems in 1995. At that time, staffing increased to manage
the more complex systems.

Statewide Financial Mgmt Base Budget
F.Y.2000-01

Cash & Debt
Mgmt
2%

Budget
Sevices
30%

Economic
An:(l;/SIS Accounting
(] Services
64%
BUDGET ISSUES:

Increasing salary costs are attributed to general inflation and the competitive labor
market for experienced and highly skilled employees. Setting statewide financial
management standards, regulating state financial operations, and providing quality
budget and financial policy analysis cannot easily be performed with entry-level
staff.

GOVERNOR’S RECOMMENDATION:

The Governor recommends the agency’s base budget.
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Agency: FINANCE DEPT

Program: STATE FINANCIAL MANAGEMENT

State of Minnesota

2000-2001 Biennial Budget

(Dollars in Thousands)

Activity: ~ STATE FINANCIAL MANAGEMENT
F.Y. 2000 F.Y. 2001 Biennial Change
Budaet Activity Summa Actual Actual Budgeted 2000-01 Gov / 1998-99
9 ty ry F.Y.1997 | F.Y.1998 | F.Y.1999 Governor Governor
Base Recomm. Base Recomm. Dollars Percent -
EXPENDITURES BY CATEGORY: |
STATE OPERATIONS |
PERSONAL SERVICES 5,566 5,866 6,650 6,713 6713 | 6,943 6,943 1,140 9.1%
OPERATING EXPENSES 1,624 1,250 1,505 1,192 1,192 | 1,150 1,150 | (413) -15.0%
TRANSFERS 0 0 0 (100) (100) | (100) (100) | (200)
SUBTOTAL STATE OPERATIONS 7,190 7,116 8,155 7,805 7,805 7,993 7,993 527 3.5%
Total Expenditures 7,190 7,116 8,155 7,805 7,805 7,993 7,993 527 3.5%
FINANCING BY FUND:
DIRECT APPROPRIATIONS:
GENERAL 7,190 7,116 8,155 7,805 7,805 7,993 7,993
Total Financing 7,190 7,116 8,155 7,805 7,805 7,993 7,993
FTE BY EMPLOYMENT TYPE:
FULL TIME 105.2 102.2 107.2 1055 105.5 105.6 105.6
PART-TIME, SEASONAL, LABOR SER 17 1.6 28 13 13 1.0 1.0
OVERTIME PAY 0.6 01 0.1 0.1 0.1 0.1 0.1
Total Full-Time Equivalent 107.5 103.9 110.1 106.9 106.9 106.7 106.7
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PROGRAM: Information and Management Services
AGENCY: Finance, Department of

PROGRAM PROFILE:

The Information and Management Services program consists of the commissioner’s
office, which provides leadership for state financial planning and operations; the
technical staff responsible for the design, maintenance, and operation of the
statewide administrative systems; and the administrative services unit supporting
internal agency operations.

Information Services

B manages the computer software applications that provide the state’s accounting
and procurement functions (MAPS), human resources and payroll processes
(SEMA4), and statewide budget planning (BIS)

B maintains the state’s information access data warehouse (IA) that provides
access to detailed statewide accounting, payroll, human resources, and
procurement data used by agencies for operations, analysis, and reporting

B maintains the Department of Finance’s internal network and desktop computers

Management Services

® provides strategic direction for the department and primary contact and
consultation to the governor and the legislature

B provides internal accounting, payroll, clerical support services and office
management for the department

Key issues the program will address over the next 2 years include:

B Keeping information technology (IT) current as system life cycles are reduced
by the accelerating rate of technological change. The statewide administrative
systems are dependent on a wide variety of underlying technologies to connect
users and process transactions. The life cycles of these systems is 3 to 5 years.
System life cycles mean that system upgrade maintenance is an ongoing cost
of doing business.

The state recently completed a system upgrade for MAPS as part of the year
2000 project. A version upgrade of the SEMA4 system must be performed in
the F.Y. 2000-01 biennium or the state risks the loss of important system
functionality and moves into an environment of system obsolescence.

B Attracting and retaining qualified technical staff. Skilled, experienced
individuals are needed to operate and maintain the program’s complex systems.
Strong demand in a tight labor market presents a major staffing challenge to the
program.

STRATEGIES AND PERFORMANCE:

The Information and Management Services program uses the following strategy to
carry out the department’s mission and meet its goals:

B operating integrated statewide administrative systems efficiently, and providing
access to management information through a data warehouse

The performance of the program in meeting the department’s goals is measured in
the following ways:

Goal-Facilitate Informed Decision Making
8 [Increase the usefulness of the state administrative systems to agency users

Percentage of Users “Satisfied” or “Very Satisfied” with the statewide administra-
tive systems:

Component 1996 Survey Jan. 1998 Survey
Accounting 41% 58%
Procurement 35% 66%
Payroll 59% 78%
Human Resources 67% 77%

B Minimize system downtime
Percentage of Scheduled Time that Systems are Available:

FY. 1996 FY 1997 FEY.1998 FE.Y.1999 E.Y.2000-01

MAPS Availability

Target 95% 96% 97% 98% 98%
Actual 86% 96.58% 97.15%

SEMA4 Availability

Target 95% 96% 97% 98% 98%
Actual 95% 97.97% 99.29%

IA Availability

Target 95% 96% 97% 98% 98%
Actual 96% 97.81% 91.77%

PAGE F-312



2000-01 Biennial Budget BUDGET ISSUES:

PROGRAM: Information and Management Services Major budget issues the program will address over the next 2 years include:
AGENCY: Finance, Department of
(Continuation) ' # Keeping the statewide administrative systems technologically current.

Keeping current with technical change is a business critical issue. The state
administrative systems infrastructure needs to be protected and maintained in

FINANCING INFORMATION: the same manner as the state’s buildings. A key budget issue facing this
_ ] program is the need to address -frequent periodic software maintenance
The key elements of the Information and Management Services budget are: upgrades for those systems. The life cycle (3-5 years) of current system

technologies means that the state must increasingly view system upgrade
maintenance as an ongoing, rather than a one-time cost.
Information and Mgmt Services Base

Budget ® JInformation Technology Series staff compensation costs. Moderate salary
F.Y. 2000-01 -related budget increases will not be adequate to enable the program to retain
and attract skilled, experienced individuals needed to operate and maintain the

Computer complex statewide systems in the current tight labor market.

Services

52% B Funding Statewide Administrative Systems operating expenses. The
legislature chose to have the department bill user agencies for about 36% ($6.8
million) of the systems’ operating expenses for the current biennium. The
department requests continuation of this authority in the amount of $3,867 per
year. This funding, includes $303 per year in additional costs due to a

Other forecasted increase in the usage of system resources.
Salaries 9%

30% GOVERNOR’S RECOMMENDATION:

Consultants
9%

The Governor recommends the agency’s base budget and a HR/Payroll System
upgrade so that the state’s CORE business systems remain viable. The Governor
also recommends a continuation of the billing authority to help fund the ongoing
operating costs of the statewide systems.

®  Computer services charges. The base contains $18.1 million and represents
52% of the program’s budget. This represents the operating cost of the
Statewide Administrative Systems.

® Salary. Salary costs represent 30% of the budget plan. This is an increase of
14% over the previous biennium due to abnormally high vacancy rates. It also
reflects the need to raise technical salaries in order to attract and retain skilled
technical workers in today’s labor market.

B Ongoing consultant support. Consultants provide skills and expertise
necessary to supplement state staff. This represents 9% of the program’s bud-
get.

@ Other costs. Department-wide office supplies, equipment, rent, communica-
tions, printing, etc. represent 9% of the program’s budget.
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State of Minnesota
2000-2001 Biennial Budget
(Dollars in Thousands)

Agency: FINANCE DEPT
Program: INFORMATION & MGMT SERVICES
Activity: INFORMATION & MGMT SERVICES
E.Y. 2000 Y. 20 Biennial Change
Budget Activity Summar Actual Actual Budgeted F.Y. 2001 2000-01 Gov / 1998-99
9 ¥ v F.Y.1997 | F.Y.1998 | F.Y.1999 Governor Governor
Base Recomm. Base Recomm. Dollars Percent
EXPENDITURES BY CATEGORY:
STATE OPERATIONS
PERSONAL SERVICES 3,555 3,951 5,109 5,132 5,975 5,357 6,225 3,140 34.7%
OPERATING EXPENSES | 13,856 I 14,944 15,288 8,325 13,791 8,228 13,564 | (2,877) -9.5%
SUBTOTAL STATE OPERATIONS 17,411 18,895 20,397 13,457 19,766 13,585 19,789 263 7%
Total Expenditures 17,411 18,895 20,397 13,457 19,766 13,585 19,789 263 7%
CHANGE ITEMS: _FUND
(B) BILLING AUTHORITY FOR STATEWIDE SYSTEMS GEN 3,867 3,867
(B) HR/ PAYROLL SYSTEM UPGRADE MAINTENANCE | GEN | 2,442 2,337
Total Change items I I 6,309 6,204
FINANCING BY FUND:
DIRECT APPROPRIATIONS:
GENERAL 12,728 15,868 16,833 13,457 15,899 13,585 15,922
STATUTORY APPROPRIATIONS:
GENERAL 4,683 3,027 3,564 0 3,867 0 3,867
Total Financing 17,411 18,895 20,397 13,457 19,766 13,585 19,789
REVENUE COLLECTED:
DEDICATED
GENERAL 4,689 3,027 3,564 0 3,867 0 3,867
Total Revenues Collected 4,689 3,027 3,564 0 3,867 0 3,867
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State of Minnesota
2000-2001 Biennial Budget
(Dollars in Thousands)

Agency: FINANCE DEPT
Program: INFORMATION & MGMT SERVICES
Activity: INFORMATION & MGMT SERVICES

: F.Y. 200 F.Y. 2001
Budget Activity Summar Actual Actual Budgeted 0 Y. 200
g Y y F.Y. 1997 F.Y. 1998 F.Y. 1999 Governor Governor
Base Recomm. Base Recomm.
FTE BY EMPLOYMENT TYPE:

FULL TIME 62.4 65.0 74.9 74.3 74.3 74.3 743
PART-TIME, SEASONAL, LABOR SER 09 0.0 0.0 0.0 0.0 0.0 0.0
OVERTIME PAY 1.4 1.1 1.5 1.5 1.5 1.5 1.5
Total Full-Time Equivalent 64.7 66.1 76.4 75.8 75.8 75.8 75.8
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F.Y. 2000-2001 Information Technology New Funding

AGENCY: FINANCE DEPT
PROGRAM: INFORMATION & MGMT SERVICES
ACTIVITY: INFORMATION & MGMT SERVICES

IT Change ltem: HR/ PAYROLL SYSTEM UPGRADE MAINTENANCE

ITEM DESCRIPTION AND PURPOSE:

SEMA4 is the name given to a system licensed from PeopleSoft, Inc. and
modified by the State. Itis the State of Minnesota's Human Resources and
Payroll System. It serves all State agencies in the Executive Branch by
producing paychecks for approximately 50,000 state employees. In addition,
state agencies record such things as employee information related to job skills,
disciplinary actions, grievances, ADA, training, education, honors and awards.

The state purchased PeopleSoft software in 1993 and modified it throughout
1993 and 1994 to meet the unique requirements of Minnesota State government
and contracts with labor unions. The state implemented version 3.22 of the
PeopleSoft system in 1995, the current PeopleSoft version is 7.0. PeopleSoft,
which generally releases a new, major release every 12 months, no longer
supports the state's version.

Due to the number of modifications necessary to handle unique state
requirements, the task of upgrading to a newer release of PeopleSoft software is
quite complex. From late 1997 until the summer of 1998, a team of technical and
functional staff analyzed the business requirements of state human resource,
payroll and insurance functions and compared these requirements with the
current offering of PeopleSoft. This analysis was used to generate the cost
estimate of an upgrade, identify new software features, investigate the feasibility
of incorporating employee insurance processing and develop strategies to
reduce system modifications. A separate request to modify and install the
insurance component of SEMA4 is contained in an initiative in the department of
Employee Relations' budget.

SEMAA4 is an essential component of the State's core business systems. This
system must be continually maintained and updated if it is to continue to provide
the high level of reliability, accuracy, and performance agencies need and
expect.

FUNDING:
Funding Distribution |:2\(()02%81 Biennium 2002-03 Biennium 2004-05 Biennium
0 | FY 2001 | FY 2002 | FY 2003 | FY 2004 | FY 2005
Facilities 151 108 43 43 43 43
Grants 0 0 0 0 0 0
Hardware 46 255 115 115 100 130
Personnel 843 868 460 498 539 593
Services 1,156 700 325 355 385 420
Software 29 56 44 62 51 70
Supplies 0 0 0 0 0 0
Training 217 350 0 0 0 0
Total | 2,442 | 2,337 | 987 | 1,073 | 1,118 ‘ 1,256 ]

$2,442 for F.Y. 2000 and $2,337 for F.Y. 2001 is to be used for training,
hardware, software, supplies, consulting services and staff for the system
upgrade. In addition, the agency's base will need to be increased by $987 in
F.Y. 2002 and by $1,073 in F.Y. 2003 to fund increased operational costs.

RATIONALE:

Industry experts recognize that the faster technology changes, the shorter
system life cycles become. Organizations must continually update their business
systems and infrastructure investment or the structure rapidly falls into disrepair
and becomes obsolete. The cost of upgrades and support should be considered
a normal, ongoing cost of a system like SEMA4.

New architecture, that may only be used with updated SEMA4, has been
intfroduced that addresses both performance and functional issues important to
SEMAA4 users. System components, needed for the business systems are so
interrelated that a change to one component affects all the components causing
a domino effect which affects all components over time. It also becomes
increasingly difficult to support those systems. Expertise in old technology is not
in demand and few people maintain those skills. The lack of vendor support, the
rapidly changing technical environment and the additional modifications and
enhancements to later versions of software have required us to investigate
upgrading to a newer version of software.

PAGE F-316



Agency:

LIFE CYCLE

F.Y. 2000-2001 Information Technology New Funding

FINANCE DEPARTMENT
IT Change Item: HR/Payroll System Upgrade Maintenance

(Continuation)

ANALYSIS:

2000-01 Biennium

2002-03 Biennium

2004-05 Biennium

Life Cycle Status FY 2000 | FY 2001 | FY 2002 | FY 2003 | FY 2004 | FY 2005
Development X X

Operations X X X X
Modification X X

Retirement

The predesign and planning phases occurred from late 1997 until the summer of

1998. An interagency team of technical and functional staff analyzed the
business requirements of state human resources and payroll and compared
these requirements with the current offering from PeopleSoft. The team
concluded that many of the modifications and enhancements contained in the
new version of PeopleSoft are significant improvements and would be desirable
to implement. This effort was also used to generate the estimates of performing

the upgrade.

The planning phase includes systems analysis and design activities, will continue

throughout F.Y. 1999. Actual construction will begin in F.Y. 2000. Testing will

occur in the 2nd half of F.Y. 2000 with implementation in F.Y. 2001. The ongoing
operations and maintenance phase of the new system will be funded through the

Department of Finance's direct appropriation.

OFFICE OF TECHNOLOGY ANALYSIS:

The agency has a well-managed organization which maintains the software and
supports daily operations for critical statewide business systems.

OT Master Plan: Goal 2-Efficient and effective government. SEMA4 is a major

information system which provides human resources and payroll functionality for

all state agencies. This upgrade is needed to maintain and operate this critical
business system. Recommendation: OT supports this project. Proceed with
upgrade. ***Statewide critical project-must be funded.

GOVERNOR'S RECOMMENDATION:

The Governor recommends the upgrade of the HR/Payroll system so that it
continues to provide the expected perfromance.
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2000-01 Biennial Budget
AGENCY: Tort Claims

AGENCY DESCRIPTION:

To pay tort claim judgements against a state agency which cannot be paid from that
agency’s appropriated accounts.

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
judgment 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.

GOVERNOR’S RECOMMENDATION:

The Governor recommends the current level budget.
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Agency: TORT CLAIMS
Program: TORT CLAIM
Activity: TORT CLAIM

State or wilnnesota
2000-2001 Biennial Budget
(Dollars in Thousands)

Biennial Change
. F.Y. 2000 F.Y. 2001
Budget Activity Summa Actual Actual Budgeted 2000-01 Gov / 1998-99
g Y F.Y. 1997 F.Y.1998 | F.Y.1999 Governor Governor
Base Recomm. Base Recomm. Doliars Percent
EXPENDITURES BY CATEGORY:
STATE OPERATIONS
OPERATING EXPENSES 135 589 1,161 875 875 875 875 0 0%
SUBTOTAL STATE OPERATIONS 135 589 1,161 875 875 875 875 0 0%
Total Expenditures 135 589 1,161 875 875 875 875 0 0%
FINANCING BY FUND:
DIRECT APPROPRIATIONS:
GENERAL 0 49 501 275 275 275 275
TRUNK HIGHWAY 135 540 660 600 600 600 600
Total Financing 135 589 1,161 875 875 875 875
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2000-01 Biennial Budget
AGENCY: Contingent Accounts

AGENCY DESCRIPTION:

Contingent accounts are appropriations made from several state funds to provide
supplemental funding for emergencies or other legally authorized 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.

GOVERNOR’S RECOMMENDATION:

The Governor recommends the current level budget and a $300,000 one-time

General Fund appropriation in lieu of a supplemental budget in the 2000
legislative session.

Dollars in Thousands

E.Y. 2000 E.Y. 2001
General Purpose Contingent Accounts:
General Fund $400 $100
Workers Compensation Special Fund 100 100
State Gov’t Special Revenue Fund 400 400
Trunk Highway Fund 200 200
Highway Users Tax Distribution 125 125
State Airports 50 50

These appropriations shall be expended with the approval of the governor after
consultation with the LLAC pursuant to M.S. 3.30.

It is requested that if an appropriation in this request for either year is insufficient,

the appropriation for the other year is available for it.

REVISED
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Agency: CONTINGENT ACCOUNTS
Program: BUDGET
Activity: BUDGET

State...-Minnesota
2000-2001 Biennial Budget
(Dollars in Thousands)

Biennial Change

PAGE F-322

F.Y. 2000 E.Y. 2001
Budaet Activi ty Summa Actual Actual Budgeted 2000-01 Gov/ 1998-93
9 v F.Y.1997 | F.Y.1998 | F.Y.1999 Governor Governor
Base Recomm. Base Recomm. Dollars Percent
EXPENDITURES BY CATEGORY: |
STATE OPERATIONS |
TRANSFERS 4,387 975 1,275 | 975 975 (2,137) -48.7%
SUBTOTAL STATE OPERATIONS 4,387 975 1,275 975 975 (2,137) -48.7%
Total Expenditures 4,387 975 1,275 975 975 (2,137) -48.7%
CHANGE ITEMS: _FUND
(B) ONE- TIME CONTINGENT ADDITION GEN 300
Total Change ltems 300
FINANCING BY FUND:
DIRECT APPROPRIATIONS:
GENERAL 0 0 2,855 100 400 100 100
STATE GOVERNMENT SPECIAL REVENUE | o | 0 582 | 400 400 | 400 400
STATE AIRPORTS | o | 0 100 | 50 50 | 50 50
TRUNK HIGHWAY | ol 0 400 | 200 200 | 200 200
HIGHWAY USERS TAX DISTRIBUTION | ol 0 250 | 125 125 | 125 125
WORKERS COMPENSATION | o | 0 200 | 100 100 | 100 100
| ] i i
Total Financing | 0| 0 4,387 | o75 1,275 | o75 o75
REVISED




2000-01 Biennial Budget

AGENCY: Debt Service

AGENCY DESCRIPTION: ,
To pay the principal and interest on General Obligation long-term debt.

On December 1 of each year, the commissioner of finance must transfer into the
Debt Service Fund an amount sufficient with the balance then on hand in the fund,
and all income from the investment of such money, to pay all principal and
interest on bonds due and to become due within the ensuing year and including
July 1 in the 2nd ensuing year.

The Minnesota Constitution requires the state auditor to levy a statewide property
tax annually in an amount sufficient with the balance then on hand in the fund to
‘pay all debt service through this 19-month period. The legislature may make
appropriations from any source to the debt service fund to reduce the amount of
the statewide property tax levy. The debt service appropriation is made for the
purpose of reducing or eliminating the need for a statewide property tax. On
December 1 of each year, the Commissioner of Finance shall transfer to the debt
service fund from appropriations made for such purposes the amount necessary
to reduce or eliminate the statewide property tax.

Debt service is broken down into 2 categories: existing debt and new issues.
Existing debt service is used for payment of principal and interest of previously
issued bonds. Debt service for new issues is to cover bonds that are authorized
and anticipated to be authorized but have not yet been issued.

Dollars in Thousands

E.Y. 1998 E.Y. 1999 E.Y. 2000 E.Y. 2001
Total Bonds Outstanding: . )
Existing Debt on June 30 $2,360,255 $2,344,859 $2,543,846 $2,544,720
Existing Debt:
$ amount of principal payments 184,815 216,395 214,520 259,915
$ amount of interest payments 110,137 131,904 124,998 129,947
REVENUES:

Interest earnings on cash balances in the debt service fund and the bond proceeds
fund, the one-third debt service payment required on higher education capital
projects, payments on user financed projects, and loan repayments from the
Maximum Effort School Loan program, the Rural Finance Authority’s programs,
and other loan programs.

These revenues reduce the amount of the required General Fund appropriation.

Dollars in Thousands .
EF.Y. 1998 E.Y. 1999 F.Y. 2000 F.Y. 2001

Existing Debt ) $242,053 $286,495 $255,832 $229,138
New Issue/Existing Authorization* -0- -0- 10,425 24,239
Conversion of $400 million to Bonds -0- -0- 13,831 35,854
Future Issue/Future Authorization -0- -0- -0- 3,941

* Additional bonds will be sold in F.Y. 2000-2001

The debt service transfer shown for F.Y. 2000 and F.Y. 2001 is an estimate
based upon the dollar amount of bonds sold each year. The amount of the debt
service transfer for existing authorizations and new authorizations is also an
estimate of the dollar amount of bonds to be sold for capital projects currently
authorized and for new authorizations.

Existing Debt: The amount required in the debt service account is calculated by
the total amount of principal and interest payments due December 1, through the
2nd and ensuing July 1 for all outstanding bonds. The appropriation requirements
are calculated by adjusting the total transfer requirements for investment income
and transfers from dedicated funds.

New Issues: 1t is assumed that General Obligation debt will be issued in F.Y.
2000 and 2001 for currently authorized capital projects and for new authoriza-
tions.

The transfer requirement is determined by the payments of principal and interest
that will come due within the December 1 through 2nd ensuing July 1.

GOVERNOR'S RECOMMENDATION:

The Governor recommends that $573,260,000 be appropriated from the General
Fund for debt service for F.Y. 2000-01. This appropriation will be used to make
the required debt service transfers on existing debt and on new bonds issued
during the biennium. The new bonds sold will provide additional funding for
capital projects currently authorized, convert $400 million in cash financing to
bonding, provide no funding for additional projects in the 1999 legislative session,
and provide funding for a $400 million bonding bill in the 2000 legislative
session.

REVISED
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2000-01 Biennial Budget
PROGRAM STRUCTURE/INDEX
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2000-01 Biennial Budget
Agency Executive Summary

AGENCY: Employee Relations, Department of (DOER)

AGENCY DESCRIPTION:

The Department of Employee Relations’ (DOER) mission is to provide services
and systems for attracting, hiring, training, and retaining an exemplary workforce
of quality contributors who, as keepers of the public trust, are dedicated to
effectively and ethically conducting the business of the state of Minnesota.

AGENCY VISION:

State of Minnesota: Employer of Choice.

KEY SERVICE STRATEGIES:

The department employs the following strategies in support of its vision and
mission.

Regulation: The Labor Relations Bureau represents the commissioner as the
employer for all executive branch employees and carries out the state’s responsibil-
ities under state and federal law. The Bureau also provides:

information on employee compensation;

advice on contract and human resource issues;

training for managers and supervisors in contract administration;
arbitration for grievance appeals;

compliance process for the Local Government Pay Equity Act.

The Office of Diversity and Equal Opportunity provides:

® information to ensure compliance with affirmative action, equal opportunity,
and Americans with Disabilities Act;
E review of sexual harassment claims upon request.

The commissioner’s office provides determinations on employee conflict of interest
and prohibited political activities. Through the Training and Development
Resource Center, commissioner’s staff also provides interpretation and training in
government ethics under M.S. §43A.38.

Direct Provision of Service: The Employee Insurance Program provides a wide
range of insurance and insurance-related services, including:

negotiation with insurance carriers;

resolution of coverage and claims disputes;

health promotion, disability management and loss prevention;
management of workers’ compensation claims;

bargaining on insurance issues with labor organizations.

The Staffing Division provides 2 main service strategies:

E management of the state’s human resource function;

B cooperating with other state agencies to address workforce issues of the future
including marketing state employment opportunities, attracting applicants of
merit and streamlining hiring processes.

Research: The department is involved in research in a number of areas including:

® exploration into health care purchasing/delivery; improvements;

® involvement in the “Project 2030" program and the impact of funding long-
term care for employees;

E development and research in the areas of compensation, fiscal impact of
collective bargaining agreements and related issues. '

Standard Setting: The Training and Development Resource Center provides a
variety of training programs aimed at elevating the standard of state employee
performance through classroom instruction, conferences and video technology.

OPERATING ENVIRONMENT:

' DOER was created under M.S. 43A to provide services for the human resource

management function of state agencies. DOER exists to assist agencies in their
efforts to recruit and retain a workforce of distinction and merit. Other primary
customers are state employees, union representatives, and job applicants.

The department has 2 programs, Human Resource Management and Employee
Insurance. Included in the Human Resource Management are the following:

Staffing

Office of Diversity and Equal Opportunity
Training & Development Resource Center
Labor Relations, Compensation and Pay Equity
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2000-01 Biennial Budget
Agency Executive Summary

AGENCY: Employee Relations, Department of (DOER)
(Continuation)

® Administrative Management
The Employee Insurance Program includes the following:

® State Group Insurance
® State Workers’ Compensation
# Public Employees Insurance

Several recent trends have influenced the department’s efforts:

B Aging of the baby boom generation and the prospect of high long-term health
care costs has generated new self-funded long-term care insurance plans,

B Welfare-to-work changes and a state workforce shortage have inspired
programs such as IWON (Increased Work Opportunities Now) to attract these
prospective workers;

B Workplace safety needs have led to new efforts in educating agencies to
prevent future accidents.

B Changing demographics will create new challenges for the Department’s
programs that strengthen cultural and social relationships in the workplace.

ORGANIZATION/PROGRAM STRUCTURE:

Human Resource Management

Administrative Management 57.4 fte
Office of Diversity and Equal Opportunity 8.5 fte
Labor Relations/Compensation 13.0 fte
Training and Development Resource Center 10.4 fte
Staffing Division 37.2 fte
Employee Insurance
State Employee Group Insurance 47.7 fte
Public Employees Insurance 3.3 fte
Workers” Compensation 54.0 fte

9/1/98 Total fte’s - 231.5
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AGENCY:

{Continuation)

2000-01 Biennial Budget
Agency Executive Summary

Employee Relations, Department of (DOER)

TRENDS AND PERSPECTIVE:

TOTAL BUDGET- ALL FUNDS

355,000
» 335,000 T
g 315,000
é 295,000
8 275,000 T
E 265,000
Z 235,000
i 215,000 -
195,000
175,000 + + + + + + +
1990 1991 1892 1883 1884 189895 1986 1887 19858 1999 2000
FISCAL YEARS
1998-99 EXPENDITURES BY FUND
Total $631 Million
Enterprise
Fund
4%
Agency Fund
/ 6%
Internal General Fund
Service Fund - 2%
81%

Special
Revenue Fund
7%

1998-99 EXPENDITURES BY PROGRAM
Total $631 Million

Human
Resource
Employee Mgmt.
Insurance Div. 3%
97%

1998-99 EXPENDITURES BY CATEGORY
Total $631 Million

Salaries
3%

Non-Operating
Costs Operating
95% Costs

2%
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Agency: EMPLOYEE RELATIONS DEPT

s’

State of Minnesota

2000-2001 Biennial Budget

(Dollars in Thousands)

Biennial Change
F.Y. 2000 F.Y. 2001
Agency Summa Actual Actual Budgeted 2000-01 Gov / 1998-99
gency ry F.Y. 1997 F.Y. 1998 F.Y. 1999 Governor Governor
Base Recomm. Base Recomm. Dollars Percent
EXPENDITURES BY PROGRAM:
HUMAN RESOURCE MGMT 8,747 8,029 10,183 8,799 9,114 8,979 9,179 81 4%
EMPLOYEE INSURANCE DIVISION 284,262 295,253 317,372 311,912 326,391 317,333 323,696 37,462 6.1%
Total Expenditures 293,009 303,282 327,555 320,711 335,505 —I 326,312 332,875 37,543 6.0%
FINANCING BY FUND:
DIRECT APPROPRIATIONS:
GENERAL 8,062 6,611 8,406 7,421 21,915 7,594 13,857
OPEN APPROPRIATIONS:
GENERAL 0 202 300 0 300 0 300
STATUTORY APPROPRIATIONS:
GENERAL 12 443 224 0 0] 0 0
SPECIAL REVENUE 19,764 20,850 22,533 23,400 23,400 23,514 23,514
PRIVATE EMPLOYERS INSURANCE 8,471 4,904 406 0] 0 0 0
STATE EMPLOYEES INSURANCE 247,316 260,545 281,044 279,842 279,842 285,156 285,156
AGENCY 9,209 9,634 14,547 10,048 10,048 10,048 10,048
GIFT 175 93 95 0 ol 0 0
Total Financing 293,009 303,282 327,555 320,711 335,505 326,312 332,875
FTE BY EMPLOYMENT TYPE:
FULL TIME 196.1 190.7 226.0 2255 2255 2255 2255
PART-TIME, SEASONAL, LABOR SER 9.4 9.9 6.0 6.0 6.0 6.0 6.0
OVERTIME PAY 0.3 04 0.0 0.0 0.0 0.0 0.0
Total Full-Time Equivalent 205.8 201.0 232.0 231.5 231.5 231.5 231.5
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2000-01 Biennial Budget

Agency Budget Brief
($ in thousands)

Agency: Employee Relations, Department of (DOER) Fund: General

E.Y. 2000 F.Y. 2001 Biennium

BASE-YEAR (F.Y. 1999)

Appropriations (F.Y. 1999) $7,528 $7,528 $15,056
BASE ADJUSTMENT
One-time Appropriation $(110) $(110) $(220)
Biennial Appropriations (75) (75) (150)
Open Appropriation Forecast Adj.-WCRA (300) (300) (600)
Lease Increase 76 77 153
Salaries and Benefits 167 339 506,
Transfer Between Agencies 140 140 280
Uniform Pension Bifl ®) ®) (16)
Statewide Admin System 3 3 6
BASE LEVEL (for 2000 and 2001) $7,421 $7,594 $15,015
CHANGE ITEMS
Right to Know $(34) $(34) $(68)
Staffing HRI 215 100 315
Self Insure 13,903 6,097 20,000
Long Term Care 310 -0- 310
Open Appropriation-WCRA 300 300 600
Youth Internship Program 100 100 200
GOVERNOR’S RECOMMENDATION $22,215 $14,157 $36,372

Brief Explanation of Budget Base:

The base level budget was determined by identifying the direct appropriations from
the prior biennium and subtracting one-time appropriations, open appropriations,
or those appropriations due to sunset at the end of the current biennium, as follows:

B $300,000 reduction each year for an open appropriation to pay Workers
Compensation Reinsurance Associations annual premium.

& $75,000 was removed for the Quality College, which was a biennial appropria-
tion that sunsets on 6-30-99.

B $110,000 reduction for a one-time appropriation to study and plan development
for restructuring the state’s hiring practices.

Additional adjustments were made here as in other agencies to cover the increasing
cost of doing business.

Base resources are sufficient to maintain the current level of operations and
services for the next biennium. The purposed decision items are a proactive
approach to address changing employment and employee benefit conditions.
Contributing factors in the development of the budget include:

B the rising cost of medical insurance and worker’s compensation costs and the
need to find strategies to contain these costs,

B the pressures to streamline and consolidate hiring, recruitment, and retention
process,

B and the need to create innovative methods of attracting superior candidates to
state employment.

GOVERNOR’S RECOMMENDATION(S):

® $315,000 to continue implementation of a new classification system for state
agencies.

& $20 million to establish contingency reserves and self-insure all medical
coverage.

® $310,000 to implement an optional, participant paid, long term care insurance
program.

B $200,000 to implement a Youth Internship Program for all state agencies.

& $300,000 annually to continue open appropriation language for the Workers’
Compensation Reinsurance (WCRA).

The Department of Employee Relations is planning to implement a technology
project by adding an insurance benefit component to the state’s payroll system in
connection with the payroll system upgrade project requested by the Department
of Finance. The cost of the insurance portion is estimated to be $4.4 million. The
project will be financed by a loan to the insurance trust fund to be repaid over a
five year period by administrative fees charged to state agency users. The ongoing
operating expenses of the new system are estimated at $1.5 million in F.Y. 2002
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(Continuation)

and $1.7 million in F.Y. 2003. The Department of Finance will work with the
Department of Employee Relations and other major agency users to determine a
fair and equitable method of allocating the operating expenses. DOER will work
to ensure that there is clear support from the agency user as to the benefits of this
project and understanding of the cost implications for the user.
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2000-2001 Biennial Budget
(Dollars in Thousands)

Biennial Change

F.Y. 2000 LY.
Summary of Adency Revenues Actual Actual Budgeted Y.2 F.Y. 2001 2000-01 Gov / 1998-99
m
ry ot Agency F.Y.1997 | F.Y.1998 | F.Y.1999 Governor Governor
Forecast Recomm. Forecast Recomm. Dollars Percent
NON-DEDICATED REVENUE:
OTHER REVENUES:
GENERAL 0 4956 0 0 0 0 0 (4.956) -100.0%
Total Non-Dedicated Receipts 0 4,956 0 0 0 0 0 (4.956) -100.0%
DEDICATED RECEIPTS:
DEPARTMENTAL EARNINGS (INTER-AGENCY):
SPECIAL REVENUE 1.004 1124 1.220 1.245 1.245 1.245 1.245 146 6.2%
STATE EMPLOYEES INSURANCE 2.462 3.162 4,003 4,020 4,020 4,020 4.020 875 12.2%
DEPARTMENTAL EARNINGS:
PRIVATE EMPLOYERS INSURANCE 353 130 163 0 0 0 0 (293) -100.0%
STATE EMPLOYEES INSURANCE 195 475 433 435 435 435 435 (38) -4.2%
OTHER REVENUES:
GENERAL 118 634 53 0 0 0 0 (687) -100.0%
SPECIAL REVENUE 19.301 19.780 19.839 21,588 21,793 21,588 21,793 3.967 10.0%
PRIVATE EMPLOYERS INSURANCE 62 68 47 0 0 0 0 (115) -100.0%
STATE EMPLOYEES INSURANCE 5.604 5.499 6.563 7419 7.419 8.712 8.712 4.069 33.7%
GIFT 16 57 0 0 0 0 0 (57) -100.0%
OTHER SOURCES:
SPECIAL REVENUE 314 430 602 0 0 0 0 (1.032) -100.0%
PRIVATE EMPLOYERS INSURANCE 7.556 4801 194 0 0 0 0 (4.995) -100.0%
STATE EMPLOYEES INSURANCE 231.608 257.223 273.005 284.980 284,980 294,480 294,480 49,232 9.3%
AGENCY 9.232 9.723 14,520 10.025 10.025 10.025 10.025 (4.193) -17.3%
GIFT 159 81 50 0 0 0 0 (131) -100.0%
Total Dedicated Receipts 277.984 303.187 320.692 329.712 329.917 340.505 340.710 46.748 7.5%
[ Agency Total Revenues 277.984 308.143 320.692 329.712 329,917 340.505 340.710 41,792 6.6%
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PROGRAM: Employee Insurance
AGENCY: Employee Relations, Department of (DOER)

PROGRAM PROFILE:

The Employee Insurance program provides insurance and services to approxi-
mately 165,000 individuals, including public employees, retirees and their
dependents. The program provides group medical, dental and life insurance to
about 70,000 employees of Minnesota state agencies, the University of Minnesota,
and several other entities. The program is also responsible for managing workers’
compensation benefits for 54,000 state employees and a purchasing pool that
makes affordable health, dental and life coverage available to some 3,800
employees of local units of government.

The Employee Insurance program provides a wide range of insurance and
insurance-related services, including:

negotiation with insurance carriers

enrollment, premium collection and payment

resolution of coverage and claims disputes

health promotion, disability management, and loss prevention
management of workers’ compensation claims

bargaining on insurance issues with labor organizations

The Employee Insurance program was established in 1945 and adopted its current
multi-health plan, managed competition model in 1989. The State Workers’
Compensation activity was established in 1935, and incorporated into the
Employee Insurance program in 1987. The activity adopted its managed care
approach to workers’ compensation medical services in 1993. The Public
Employees Insurance Program (PEIP) was launched in 1989 to provide the
advantages of a health care purchasing pool to political subdivisions around
Minnesota.

In response to recent concerns about state employee health care, the Employee
Insurance program began exploring potential modifications or alternatives to our
present health care purchasing/delivery model such as competition between “care
systems.” The program also launched in 1997 its business needs assessment
project, which is aimed at identifying and implementing improvements in our
policies, procedures, technology and use of resources. Implementation of business

solutions developed by this assessment will begin in 1999.

Last year, the State Workers” Compensation activity began to explore “24-Hour
Care” by taking part in a pilot clinic study with the Minnesota Health Partnership:
Coordinated Health Care & Disability Management Project.

Progress has also been made to develop of a long-term care insurance program
which could be offered as an employee-paid benefit in the year 2000. In addition,
PEIP reverted to a self-insured product in 1998 and added 3 new participating
health carriers.

The Employee Insurance program’s public goal is to furnish insurance coverage
as part of a comprehensive benefits package that attracts and retains high-quality
personnel for service in state government. Another goal of the Insurance program
is to interact responsibly with Minnesota’s insurance and health care marketplace.

STRATEGIES AND PERFORMANCE:

Strategies used by the Employee Insurance Program to advance these goals include:
negotiation of contracts, cooperation with state employee labor unions, managed
competition, managed health care, operation of the State Employees Health
Promotion activity, careful monitoring/analysis of health care services and
participation in many public-private organizations.

The program’s key objectives, goals and performance indicators are as follow:

B Purchase medical coverage for calendar years 2000-01 so that the trend in
premiums is at or below the trend for the North Central Region Medical
Consumer Price Index.

14.00% -
12.00% -
10.00%
8.00%
6.00% A
4.00% -
2.00%
0.00%
-2.00%
-4.00%
-6.00%

Annual % change, SEGIP employee premium & No. Central Region medical

1 SEGIP EEEEEE N. Cent. CPI
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(Continuation)

Program expenditures by fund (in thousands):

F.Y. 1996 | F.Y. 1997 | F.Y. 1998 | F.Y. 1999 est.

The State Employee Group Insurance Program (SEGIP) activity’s overall cost SEGIP $240233 | $246,471 | $261.679 $274,530

containment record is strong. However, the results began to slip in calendar wC $18,803 | $18,598 | $19,276 $19,969
year 1997 due in part to increased medical inflation and the health plans no
longer responding as aggressively to managed competition.

PEIP $10,117 $10,644 $8,658 $9,233

L o/
H ;rglrle):ase annually the number of participating employer groups by 15% in Program revenue by fund (in thousands):
FY. F.Y. FY. F.Y. FY. FY.
F.Y. F.Y. FY. F.Y. FY. FY. 1996 1997 1998 1999 2000 2001
1993 1994 1995 1996 1997 1998 est. est. est.
# of PEIP Groups 60 68 82 91 90 72 SEGIP | $234,111 | $229,833 | $256,896 | $286,808 | $313,360 | $325,894
0,
7 change 3% | 21% ] 1% ) W% ] Q0% we $18,569 | $19133 | $19524 | $20469 | $20992 | 821,662
The primary reason for the reduction in the number of participating groups in PEIP $10228 | $10,036 $9,461 $9,458 $9.930 |  $10,327
F.Y. }997?98 is Fhat the rates o‘ff‘ered }?y PE¥P have become noncompetitive. Pre-tax $876 $927 $960 $700 $725 $750
Self-insuring will allow flexibility in rating necessary to become more
competitive Total $263,784 | $259,920 | $286,841 | $317,525 | $345,007 | $358,633
B Maintain total workers’ compensation costs equal to or less than the annual
workers’ compensation cost-of-living adjustment (COLA). BUDGET ISSUES:

B Self-insuring SEGIP medical

: - ®  SEGIP long- i i
Total Workers’ Compensation Costs (in thousands) - one” term care implementation , .
B Administrative fee increase for workers’ compensation
F.Y. 1994 | FY. 1995 | F.Y. 1996 | F.Y. 1997 | F.Y. 1998
Bernefits $15,862 | $14,182 | $13458 | 813,527 | $13,611
Other $6,004 $5,878 $5,476 $4,916 $5,221
Totals $21,866 $20,060 $18,934 $18,443 $18,832
% change from prior F.Y. -6.7% -8.3% -5.6% -2.6% +6.2%
COLA 1.65% 2.64% 3.76% 4.00% 4.00%

Total workers’ compensation costs have decreased 13.8% since F.Y. 1994,
largely due to legislative reforms in the early 1990's.
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State of Minnesota
2000-2001 Biennial Budget
(Dollars in Thousands)

Agency: EMPLOYEE RELATIONS DEPT
Program: EMPLOYEE INSURANCE DIVISION
. E.Y. 2000 F.Y. 2001 Biennial Change
Program Summar Actual Actual Budgeted 2000-01 Gov / 1998-99
9 mary F.Y.1997 | F.Y.1998 | F.Y.1999 Governor Governor
Base Recomm. Base Recomm. Dollars Percent
EXPENDITURES BY ACTIVITY:
EMPLOYEE INSURANCE ADMINISTRAT 4,226 4,178 5,483 5,826 6,136 5,641 5,641 2,116 21.9%
PEIP 10,644 8,612 9,245 9,236 9,236 9,235 9,235 614 3.4%
MEIP 8,471 4,904 406 0 0 0 0 (5,310) -100.0%
WORKERS COMPENSATION 18,678 19,256 20,159 21,350 21,316 21,457 21,423 3,324 8.4%
PROG 02 NON-OPERATING 242,243 258,303 282,079 275,500 289,703 281,000 287,397 36,718 6.8%
Total Expenditures 284262 | 295,253 317,372 311,912 326,301 | 317,333 323696 | 37,462 6.1%
CHANGE ITEMS: _FUND_
(B) MN LONG-TERM CARE PROGRAM IMPLEMENTATIC GEN 310
(B) RIGHT TO KNOW APPROPRIATION REDUCTION GEN | (34) | (34)
(B) SELF-INSURING SEGIP MEDICAL GEN | 13,903 | 6,097
(B) WCRA OPEN APPROPRIATION GEN | 300 | 300
Total Change ltems | 14,479 | 6,363
FINANCING BY FUND:
DIRECT APPROPRIATIONS:
GENERAL 81 138 420 104 14,283 104 6,167
OPEN APPROPRIATIONS:
GENERAL 0 202 300 0 300 0 300
STATUTORY APPROPRIATIONS:
SPECIAL REVENUE 19,287 19,874 20,702 21,966 21,966 22,073 22,073
PRIVATE EMPLOYERS INSURANCE | 8,471 | 4,904 406 | 0 o | 0 0
STATE EMPLOYEES INSURANCE | 247316 | 260,545 281,044 | 279,842 279,842 | 285,156 285,156
AGENCY | 9,107 | 9,590 14,500 | 10,000 10,000 | 10,000 10,000
Total Financing 284,262 295,253 317,372 311,912 326,391 317,333 323,696
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Program: EMPLOYEE INSURANCE DIVISION

State of Minnesota
2000-2001 Biennial Budget
(Dollars in Thousands)

F.Y. 2000 .Y. 2001
Pro Su Actual Actual Budgeted F.Y.20
gram Summary F.Y. 1997 F.Y. 1998 F.Y. 1999 Governor Governor
Base Recomm. Base Recomm.

FTE BY EMPLOYMENT TYPE:

FULL TIME 90.2 84.6 101.0 101.0 101.0 101.0 101.0

PART-TIME, SEASONAL, LABOR SER 20 3.0 4.0 4.0 40 4.0 4.0

OVERTIME PAY 0.2 0.2 0.0 0.0 0.0 0.0 0.0
Total Full-Time Equivalent 92.4 87.8 105.0 105.0 105.0 105.0 105.0
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BUDGET ACTIVITY: State Employee Group Insurance Program (SEGIP)
PROGRAM: Employee Insurance
AGENCY: Employee Relations, Department of (DOER)

ACTIVITY PROFILE:

The State Employee Group Insurance Program (SEGIP) exists under the authority
of M.S. 43A, subds. 22-31. It exists to provide life, disability, medical and dental
benefits for employees of the state’s judicial, legislative and executive branches,
the University of Minnesota, and other groups defined in statute. The specific
benefits are negotiated by DOER with the unions representing state employees.
SEGIP provides and administers these benefits primarily through contracts
negotiated with insurance carriers, health maintenance organizations, and health
service plans. As the benefit program for the largest single employer in the state,
SEGIP provided these benefits in calendar year 1997 for approximately 153,500
covered individuals, including employees, retirees, and their dependents at a
combined employer and employee cost of approximately $286 million including
direct payments to vendors by University of Minnesota and retirees.

Long-Term Care Insurance. Chapter 384, section 8, 1996 Laws of Minnesota
directed the SEGIP to consider offering long-term care insurance as an optional
benefit to retiring state employees. The intent of this proposal was to determine the
feasibility of making such a program available, to encourage employees to insure
themselves against the financial effects of chronic illnesses and reduce their
reliance on state Medical Assistance programs for elderly long-term care.

STRATEGIES AND PERFORMANCE:

State Employee Group Insurance Program. Since 1989, SEGIP has successfully
maintained a strategy of managed competition among health plans. The strategy
bases the employer contribution on the lowest cost medical plan capable of
providing appropriate access to medical care throughout the employee’s work
county. Plans competed for low-cost status and met the goals consistently through
the 1996 plan year.

The current SEGIP benefit dollar can be broken down into the following
components:

STD

2%  LTD(Inc. IPP)
-~ 1%

Basic & Mgr's
Health e
81% 3%
N Optional Life
2%

Dental
" 1%

SEGIP has 2 major performance goals, both of which address medical coverage
which accounts for over 80% of expenditures.

# Maintain the cost of providing medical coverage at or below the cost of medical
inf