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Agriculture Agency Profile

https://mda.state.mn.us/

AT A GLANCE

535 employees across the state

Analyzed over 3,700 dairy product samples and 2,200 meat and poultry samples in partnership with the
MDA Laboratory Division

Conducted over 3,100 manufactured food, 10,200 retail food, and 560 animal feed inspections to
ensure the safety and quality of products manufactured and distributed in Minnesota.

Issue about 1,500 phytosanitary certificates annually providing worldwide market access.

Assisted Minnesota counties, townships, and cities with the enforcement of noxious weed issues
Annual Agricultural Growth, Research, and Innovation (AGRI) $14.354 million state investment in FY21
was matched by $33 million in private investment

1,290 farms and farmers’ markets licensed to use the Minnesota Grown logo

In partnership with all Minnesota counties, collected nearly 660,000 pounds of waste pesticides in 2021

PURPOSE

Our mission is to enhance Minnesotans' quality of life by ensuring the integrity of our food supply, the health of
our environment, and the strength of our agricultural economy.

The Minnesota Department of Agriculture (MDA) provides many services to Minnesota farmers, their consumers,
and the agriculture economy. Among our many efforts, we:

Invest in farmers through education and grants aimed at modernizing the family farm;

Invest in the future of the agricultural economy with grants for research and value-added processing;
Ensure that state and federal regulations for food and health safety are followed;

Educate producers, suppliers, and consumers on proper production and handling of food products;
Educate Minnesotans about environmental hazards to keep our farms, homes, businesses, and
neighborhoods safe;

Promote the consumption of Minnesota-grown foods; and

Promote the export of Minnesota crops and livestock.
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Our budget comes from various sources. The most significant funding resources are split between fee revenues
and general funds. Fee revenues must be spent to support the activities from which they are collected. The
state’s General Fund is used for various activities throughout the agency. A large portion of the general fund
budget passes through MDA’s Agricultural Growth, Research, and Innovation (AGRI) programs, Agriculture
Research, Education, Extension, and Technology Transfer (AGREETT) program, and other assistance

programs. Federal fund expenditures accounted for approximately 12 percent of MDA’s budget spend and the
Rural Finance Authority’s revolving loan program accounted for just under 14 percent.

STRATEGIES

We use a range of regulatory and voluntary strategies to support our mission. This includes the use of registration,
labeling, licensing, permitting, inspection, and enforcement efforts. Additionally, we coordinate and conduct
outreach activities such as workshops, conferences, and field demonstration projects.

Our staff conduct inspections and verify samples to ensure that producers, processors, wholesalers, haulers,
grocery and convenience stores, and other industry personnel are producing and handling dairy, food, meat, and
feed products in a safe manner to protect them from unintended alteration and contamination.

We ensure that Minnesota plant products meet the import requirements of our trading partners, meet grading
standards established in contracts, that seeds meet viability and purity standards, that general health standards
are met for nursery stock, and that standards for freedom from harmful plant pests are met.

Our marketing and promotional initiatives offer producers technical and financial assistance on a variety of issues,
including dairy and livestock development, business planning, and emerging water quality and conservation
practices.

Our staff facilitates access to new markets through the Minnesota Grown Program, regional and domestic
marketing opportunities, and support for international trade missions, market research, and export assistance.
We also support the organic industry through education and direct financial support.

Minnesota Statutes Chapter 17, (https://www.revisor.mn.gov/statutes/?id=17) creates the Department of
Agriculture and provides specific authority to the commissioner.

State of Minnesota 2 Revised 2024-25 Biennial Budget
March 2023



Agriculture

Agency Expenditure Overview

(Dollars in Thousands)

Governor's
Actual Actual Actual Estimate Forecast Base Recommendation
FY20 FY21 FY22 FY23 FY24 FY25 FY24 FY25
Expenditures by Fund
1000 - General 46,511 46,236 44,767 65,728 51,413 52,029 71,236 64,406
1251 - COVID-19 Minnesota 1,239 10
2000 - Restrict Misc Special Revenue 1,474 1,250 1,185 1,229 1,247 1,267 1,247 1,267
2001 - Other Misc Special Revenue 6,068 6,308 6,425 7,360 7,412 7,650 7,412 7,650
2018 - Agriculture 41,351 41,188 39,854 46,292 46,743 46,183 49,042 52,157
2050 - Environment & Natural Resources 1,536 806 413 1,399
2301 - Arts & Cultural Heritage 358 366 532 406
2302 - Clean Water 12,044 14,491 15,205 14,499 16,115 16,115
2403 - Gift 21 147 1,161 6 6 6 6
2801 - Remediation 1,690 1,846 2,205 2,431 2,396 2,402 2,396 2,402
3000 - Federal 10,144 9,760 12,006 20,115 22,423 20,264 22,498 20,339
3010 - Coronavirus Relief 74 12,459
3015 - ARP-State Fiscal Recovery 5,993 7
6000 - Miscellaneous Agency 61 364 2
Total 122,551 135,104 128,730 160,629 131,640 129,801 169,952 164,342
Biennial Change 31,705 (27,918) 44,935
Biennial % Change 12 (10) 16
Governor's Change from Base 72,853
Governor's % Change from Base 28
Expenditures by Program
Protection Services 72,586 75,064 73,388 83,457 68,486 67,839 94,613 91,014
Promotion and Marketing 6,874 6,391 7,914 13,501 13,042 14,240 14,421 15,750
Value-added Products 26,205 30,993 24,860 29,072 27,022 27,022 31,522 31,522
Administration and Financial Assistance 16,885 22,656 22,568 34,599 23,090 20,700 29,396 26,056
Total 122,551 135,104 128,730 160,629 131,640 129,801 169,952 164,342
Expenditures by Category
Compensation 47,186 47,391 48,191 54,007 51,157 51,412 59,774 62,470
Operating Expenses 36,599 36,370 36,355 46,770 35,988 34,736 46,028 43,563
Grants, Aids and Subsidies 38,577 50,013 43,597 58,862 43,595 42,795 58,250 57,451
Capital Outlay-Real Property 7 714 515 903 867 825 867 825

State of Minnesota

Revised 2024-25 Biennial Budget
March 2023



Agriculture

Agency Expenditure Overview

(Dollars in Thousands)

Governor's
Actual Actual Actual Estimate Forecast Base Recommendation
FY20 FY21 FY22 FY23 FY24 FY25 FY24 FY25

Other Financial Transaction 181 615 72 87 33 33 5,033 33
Total 122,551 135,104 128,730 160,629 131,640 129,801 169,952 164,342
Total Agency Expenditures 122,551 135,104 128,730 160,629 131,640 129,801 169,952 164,342
Internal Billing Expenditures 6,149 6,616 6,115 7,271 6,808 6,684 7,665 7,642
Expenditures Less Internal Billing 116,402 128,488 122,616 153,358 124,832 123,117 162,287 156,700

486.79 468.45 459.63 499.99 462.34 457.28 510.11 510.85

Full-Time Equivalents

State of Minnesota

Revised 2024-25 Biennial Budget

March 2023



Agriculture

Agency Financing by Fund

(Dollars in Thousands)

Governor's
Actual Actual Actual Estimate Forecast Base Recommendation
FY20 FY21 FY22 FY23 FY24 FY25 FY24 FY25
1000 - General
Balance Forward In 6 3,785 14 11,650
Direct Appropriation 55,059 53,808 74,504 65,011 62,334 62,950 85,732 77,402
Transfers In 3,474 1,685 502 3,108 173 204 173 204
Transfers Out 10,210 11,421 18,173 14,041 11,094 11,125 14,669 13,200
Cancellations 1,606 429
Balance Forward Out 1,817 14 11,652
Expenditures 46,511 46,236 44,767 65,728 51,413 52,029 71,236 64,406
Biennial Change in Expenditures 17,747 (7,053) 25,147
Biennial % Change in Expenditures 19 (6) 23
Governor's Change from Base 32,200
Governor's % Change from Base 31
Full-Time Equivalents 175.34 164.01 163.72 182.08 174.79 172.99 187.64 157.45
1251 - COVID-19 Minnesota
Balance Forward In 10
Direct Appropriation 4,202
Balance Forward Out 2,963
Expenditures 1,239 10
Biennial Change in Expenditures (1,249) 0 0
Biennial % Change in Expenditures (100)
Governor's Change from Base 0
Governor's % Change from Base
2000 - Restrict Misc Special Revenue
Balance Forward In 7,860 7,032 7,804 9,668 5,890 2,700 5,890 2,700
Receipts 1,527 969 965 2,998 10,989 4,263 10,989 4,263
Transfers In 320 876 1,537 1,537 1,525 1,525 6,700 6,700
Transfers Out 200 716 38
Net Loan Activity (1,042) 894 584 (7,084) (14,457) (3,574) (19,632) (8,749)
Balance Forward Out 6,991 7,804 9,668 5,890 2,700 3,647 2,700 3,647
Expenditures 1,474 1,250 1,185 1,229 1,247 1,267 1,247 1,267
Biennial Change in Expenditures (311) 100 100
Biennial % Change in Expenditures (11) 4 4

State of Minnesota

Revised 2024-25 Biennial Budget
March 2023



Agriculture Agency Financing by Fund

(Dollars in Thousands)

Governor's
Actual Actual Actual Estimate Forecast Base Recommendation
FY20 FY21 FY22 FY23 FY24 FY25 FY24 FY25

Governor's Change from Base 0
Governor's % Change from Base 0
Full-Time Equivalents 10.91 9.98 7.28 6.99 6.83 6.86 6.83 6.86
2001 - Other Misc Special Revenue
Balance Forward In 7,416 7,469 7,697 7,238 7,013 6,380 7,013 6,380
Receipts 6,149 6,616 6,088 7,270 6,914 6,624 6,914 6,624

Internal Billing Receipts 6,149 6,616 6,088 7,270 6,914 6,624 6,914 6,624
Transfers In 2,869
Transfers Out 66 80 2,990 135 135 135 135 135
Balance Forward Out 7,431 7,697 7,238 7,013 6,380 5,219 6,380 5,219
Expenditures 6,068 6,308 6,425 7,360 7,412 7,650 7,412 7,650
Biennial Change in Expenditures 1,409 1,277 1,277
Biennial % Change in Expenditures 11 9 9
Governor's Change from Base 0
Governor's % Change from Base 0
Full-Time Equivalents 30.97 32.63 3331 38.19 38.19 38.19 38.19 38.19
2018 - Agriculture
Balance Forward In 27,909 25,909 24,654 29,008 27,170 23,823 27,170 27,650
Receipts 28,535 29,919 30,709 34,958 33,900 34,317 38,451 39,618
Transfers In 11,939 11,720 15,847 12,138 11,807 11,807 13,382 11,882
Transfers Out 2,453 2,334 2,351 2,642 2,311 2,311 2,311 2,311
Balance Forward Out 24,579 24,027 29,005 27,170 23,823 21,453 27,650 24,682
Expenditures 41,351 41,188 39,854 46,292 46,743 46,183 49,042 52,157
Biennial Change in Expenditures 3,607 6,780 15,053
Biennial % Change in Expenditures 4 8 17
Governor's Change from Base 8,273
Governor's % Change from Base 9
Full-Time Equivalents 178.40 172.68 171.88 178.51 184.31 183.22 185.31 218.41
2050 - Environment & Natural Resources
Balance Forward In 1,017 958 550 136
State of Minnesota 6 Revised 2024-25 Biennial Budget

March 2023



Agriculture

Agency Financing by Fund

(Dollars in Thousands)

Governor's
Actual Actual Actual Estimate Forecast Base Recommendation
FY20 FY21 FY22 FY23 FY24 FY25 FY24 FY25
Direct Appropriation 1,000 1,263 0 0 0 0
Cancellations 5 0 1
Balance Forward Out 476 152 136
Expenditures 1,536 806 413 1,399
Biennial Change in Expenditures (529) (1,812) (1,812)
Biennial % Change in Expenditures (23) (100) (100)
Governor's Change from Base 0
Governor's % Change from Base
Full-Time Equivalents 4.44 2.38 0.02 1.02 0.02 0.02 0.02 0.02
2301 - Arts & Cultural Heritage
Balance Forward In 21 73 143 6
Direct Appropriation 400 400 400 400 0 0 0 0
Cancellations 10 5
Balance Forward Out 63 98 6
Expenditures 358 366 532 406
Biennial Change in Expenditures 214 (938) (938)
Biennial % Change in Expenditures 30 (100) (100)
Governor's Change from Base 0
Governor's % Change from Base
2302 - Clean Water
Balance Forward In 5,087 7,444 9,475 4,379
Direct Appropriation 11,010 10,710 10,120 10,120 0 0 19,290 19,290
Transfers Out 60 3,175 3,175
Cancellations 161 12
Balance Forward Out 3,892 3,604 4,378
Expenditures 12,044 14,491 15,205 14,499 16,115 16,115
Biennial Change in Expenditures 3,169 (29,704) 2,526
Biennial % Change in Expenditures 12 (100) 9
Governor's Change from Base 32,230
Governor's % Change from Base
Full-Time Equivalents 29.16 28.19 28.72 31.76 0.01 0.01 33.43 33.43

State of Minnesota

Revised 2024-25 Biennial Budget
March 2023



Agriculture

Agency Financing by Fund

(Dollars in Thousands)

Governor's
Actual Actual Actual Estimate Forecast Base Recommendation
FY20 FY21 FY22 FY23 FY24 FY25 FY24 FY25
2403 - Gift
Balance Forward In 46 49 53 1,070 31 26 31 26
Receipts 1 25 1,163 122 1 1 1 1
Transfers In 4
Transfers Out 4
Balance Forward Out 47 53 1,070 31 26 21 26 21
Expenditures 21 147 1,161 6 6 6 6
Biennial Change in Expenditures 1,287 (1,296) (1,296)
Biennial % Change in Expenditures (99) (99)
Governor's Change from Base 0
Governor's % Change from Base 0
Full-Time Equivalents 1.00
2801 - Remediation
Balance Forward In 13 32 3 3
Direct Appropriation 399 399 399 399 399 399 399 399
Open Appropriation 1,304 1,469 1,838 2,000 2,000 2,000 2,000 2,000
Cancellations 35
Balance Forward Out 13 32 3 3
Expenditures 1,690 1,846 2,205 2,431 2,396 2,402 2,396 2,402
Biennial Change in Expenditures 1,100 162 162
Biennial % Change in Expenditures 31 4 4
Governor's Change from Base 0
Governor's % Change from Base 0
Full-Time Equivalents 2.80 2.43 2.60 2.60 2.60 2.60 2.60 2.60
3000 - Federal
Balance Forward In 2 0 1
Receipts 10,147 9,760 12,005 20,115 22,423 20,264 22,498 20,339
Balance Forward Out 4 0
Expenditures 10,144 9,760 12,006 20,115 22,423 20,264 22,498 20,339
Biennial Change in Expenditures 12,217 10,566 10,716

State of Minnesota

Revised 2024-25 Biennial Budget
March 2023



Agriculture

Agency Financing by Fund

(Dollars in Thousands)

Actual

FY20

Actual

FY21

Actual

FY22

Estimate

FY23

Forecast Base

FY24

FY25

Governor's
Recommendation

FY24 FY25

Biennial % Change in Expenditures
Governor's Change from Base
Governor's % Change from Base

Full-Time Equivalents

54.77

55.84

52.08

61

57.82

55.59

89

5389

33

150

56.09 53.89

3010 - Coronavirus Relief

Balance Forward In
Direct Appropriation
Transfers In
Transfers Out
Cancellations

Balance Forward Out

6,600

6,526

7,562

6,771

1,874

Expenditures

12,459

Biennial Change in Expenditures
Biennial % Change in Expenditures
Governor's Change from Base
Governor's % Change from Base

Full-Time Equivalents

031

(12,533)

(100)

3015 - ARP-State Fiscal Recovery

Balance Forward In
Direct Appropriation

Balance Forward Out

6,000

Expenditures

5,993

Biennial Change in Expenditures
Biennial % Change in Expenditures
Governor's Change from Base
Governor's % Change from Base

Full-Time Equivalents

0.02

6,000

0.02

(6,000)

(100)

(6,000)

(100)

6000 - Miscellaneous Agency

Balance Forward In

Receipts

State of Minnesota

227

(164)

364

Revised 2024-25 Biennial Budget

March 2023



Agriculture

Agency Financing by Fund

(Dollars in Thousands)

Governor's
Actual Actual Actual Estimate Forecast Base Recommendation
FY20 FY21 FY22 FY23 FY24 FY25 FY24 FY25
Balance Forward Out 2 2 2
Expenditures 61 364 2
Biennial Change in Expenditures (423) (2) (2)
Biennial % Change in Expenditures (100)
Governor's Change from Base 0
Governor's % Change from Base
8200 - Clean Water Revolving
Balance Forward In 8,213 11,039 13,040 17,104 9,660 660 9,660 660
Transfers In 5,500 1,000
Net Loan Activity (2,674) 2,001 3,064 (7,444) (9,000) (600) (9,000) (600)
Balance Forward Out 11,039 13,040 17,104 9,660 660 60 660 60
8250 - Rural Finance Administration
Balance Forward In 4,917 4,185 3,434 4,914 2,554 1,916 2,554 1,916
Receipts 85 24 22 17 83 83 83 83
Transfers In 900 8,810
Transfers Out 900 6,310
Net Loan Activity (1,212) (775) (1,042) (2,377) (721) (681) (721) (681)
Balance Forward Out 3,790 3,434 4,914 2,554 1,916 1,318 1,916 1,318
State of Minnesota 10 Revised 2024-25 Biennial Budget

March 2023



Agriculture

Agency Change Summary

(Dollars in Thousands)

Biennium

FY23 FY24 FY25 2024-25
Direct
Fund: 1000 - General
FY2023 Appropriations 65,011 65,011 65,011 130,022
Base Adjustments
All Other One-Time Appropriations (3,085) (2,219) (5,304)
Current Law Base Change 408 158 566
Approved Transfer Between Appropriation 0 0 0
Forecast Base 65,011 62,334 62,950 125,284
Change Items
Maintain Current Service Levels 3,411 4,644 8,055
RFA Capacity Increase 150 150 300
Meat Processing Liaison 75 75 150
MDA IT Modernization 1,200 1,200 2,400
Emerging Farmers Office Expansion 275 425 700
Food Licensing Modernization (3,827) (3,827)
Grain Indemnity Fund 5,000 5,000
Soil Health Equipment Grants 2,000 2,000 4,000
Increase AGRI Value-Added Entrepreneurial Support 250 250 500
Beginning Farmer Equipment and Infrastructure Grants 200 200 400
Replenish the Ag Emergency Account 1,500 1,500
Expand Minnesota Grown Program Promotion of Locally Raised and 75 75 150
Processed Meat and Poultry
Expansion of AGRI Meat Processing Grants 250 250 500
Noxious Weed Grants for Local Units of Government 400 400 800
Grants for Farmers Market Hubs 350 350 700
Biofuels Infrastructure Investment 1,500 1,500 3,000
Increase Second Harvest Milk Allocation 250 250 500
Aid to County and District Agricultural Societies and Association 200 200 400
Expanded International Trade Support 150 150 300
Bioincentive Program Increased Funding 2,500 2,500 5,000
Climate Implementation Coordinator Position 150 150 300
Farm Safety, Health, and Wellness 250 250 500
The Good Acre LEAFF Program 100 100 200
Pass-Through Grants to Agricultural Organizations 401 399 800
Funding for the Pollinator Research Account 100 100 200
AgBMP Revolving Loan Program Increase 2,000 2,000 4,000
Services to Immigrant and BIPOC Producer and Food-System Businesses 250 250 500
Legalizing Adult-Use Cannabis 411 411 822
Total Governor's Recommendations 65,011 85,732 77,402 163,134

Fund: 2050 - Environment & Natural Resources

State of Minnesota 11

Revised 2024-25 Biennial Budget
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Agriculture

Agency Change Summary

(Dollars in Thousands)

Biennium

FY23 FY24 FY25 2024-25
FY2023 Appropriations 1,263 1,263 1,263 2,526
Base Adjustments
One-Time Legacy Fund Appropriations (1,263) (1,263) (2,526)
Forecast Base 1,263 0 0 0
Total Governor's Recommendations 1,263 0 0 0
Fund: 2301 - Arts & Cultural Heritage
FY2023 Appropriations 400 400 400 800
Base Adjustments
One-Time Legacy Fund Appropriations (400) (400) (800)
Forecast Base 400 0 0 0
Total Governor's Recommendations 400 0 0 0
Fund: 2302 - Clean Water
FY2023 Appropriations 10,120 10,120 10,120 20,240
Base Adjustments
One-Time Legacy Fund Appropriations (5,120) (5,120) (10,240)
All Other One-Time Appropriations (5,000) (5,000) (10,000)
Forecast Base 10,120 0 0 0
Change Items
Clean Water Legacy - Monitoring for Pesticides in Surface Water and 350 350 700
Groundwater
Clean Water Legacy — Research Inventory Database 40 40 80
Clean Water Legacy — AgBMP Loan Program 3,250 3,250 6,500
Clean Water Legacy - Agricultural Research and Evaluation 750 750 1,500
Clean Water Legacy - Conservation Equipment Assistance 1,750 1,750 3,500
Clean Water Legacy — Expand Minnesota Ag Weather Station Network 1,500 1,500 3,000
Clean Water Legacy - Forever Green Initiative 3,000 3,000 6,000
Clean Water Legacy - Irrigation Water Quality Protection 150 150 300
Clean Water Legacy - Pesticide Testing of Private Wells 500 500 1,000
Clean Water Legacy - Technical Assistance 1,500 1,500 3,000
Clean Water Legacy - Minnesota Agricultural Water Quality Certification 3,500 3,500 7,000
Program
Clean Water Legacy - Nitrate in Groundwater 3,000 3,000 6,000
Total Governor's Recommendations 10,120 19,290 19,290 38,580
Fund: 2801 - Remediation
FY2023 Appropriations 399 399 399 798
Forecast Base 399 399 399 798
Total Governor's Recommendations 399 399 399 798
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Agriculture

Agency Change Summary

(Dollars in Thousands)

Biennium

FY23 FY24 FY25 2024-25
Open
Fund: 2801 - Remediation
FY2023 Appropriations 2,000 2,000 2,000 4,000
Forecast Base 2,000 2,000 2,000 4,000
Total Governor's Recommendations 2,000 2,000 2,000 4,000
Dedicated
Fund: 2000 - Restrict Misc Special Revenue
Planned Spending 1,229 1,247 1,267 2,514
Forecast Base 1,229 1,247 1,267 2,514
Total Governor's Recommendations 1,229 1,247 1,267 2,514
Fund: 2001 - Other Misc Special Revenue
Planned Spending 7,360 7,412 7,650 15,062
Forecast Base 7,360 7,412 7,650 15,062
Total Governor's Recommendations 7,360 7,412 7,650 15,062
Fund: 2018 - Agriculture
Planned Spending 46,292 46,743 46,183 92,926
Forecast Base 46,292 46,743 46,183 92,926
Change Items
MDA IT Modernization 615 615 1,230
Food Licensing Modernization 4,425 4,425
Replenish the Ag Emergency Account 1,500 1,500
Expand Minnesota Grown Program Promotion of Locally Raised and 95 95 190
Processed Meat and Poultry
Plan Review Fee Modernization 89 89 178
Fertilizer Tonnage Fee Increase 750 750
Total Governor's Recommendations 46,292 49,042 52,157 101,199
Fund: 2403 - Gift
Planned Spending 1,161 6 6 12
Forecast Base 1,161 12
Total Governor's Recommendations 1,161 6 6 12
Fund: 3000 - Federal
Planned Spending 20,115 22,423 20,264 42,687
Forecast Base 20,115 22,423 20,264 42,687
Change Items
Meat Processing Liaison 75 75 150
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Agriculture

Agency Change Summary

(Dollars in Thousands)

Biennium

FY23 FY24 FY25 2024-25
Total Governor's Recommendations 20,115 22,498 20,339 42,837
Fund: 6000 - Miscellaneous Agency
Planned Spending 2
Forecast Base 2
Total Governor's Recommendations 2
Revenue Change Summary
Dedicated
Fund: 2000 - Restrict Misc Special Revenue
Forecast Revenues 2,998 10,989 4,263 15,252
Total Governor's Recommendations 2,998 10,989 4,263 15,252
Fund: 2001 - Other Misc Special Revenue
Forecast Revenues 7,270 6,914 6,624 13,538
Total Governor's Recommendations 7,270 6,914 6,624 13,538
Fund: 2018 - Agriculture
Forecast Revenues 34,958 33,900 34,317 68,217
Change Items
MDA IT Modernization 615 615 1,230
Food Licensing Modernization 3,827 3,827 7,654
Expand Minnesota Grown Program Promotion of Locally Raised and 20 20 40
Processed Meat and Poultry
Plan Review Fee Modernization 89 89 178
Fertilizer Tonnage Fee Increase 750 750
Total Governor's Recommendations 34,958 38,451 39,618 78,069
Fund: 2403 - Gift
Forecast Revenues 122 1 1
Total Governor's Recommendations 122 1 1 2
Fund: 3000 - Federal
Forecast Revenues 20,115 22,423 20,264 42,687
Change Items
Meat Processing Liaison 75 75 150
Total Governor's Recommendations 20,115 22,498 20,339 42,837
Fund: 8250 - Rural Finance Administration
Forecast Revenues 17 83 83 166
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Agriculture

Agency Change Summary

(Dollars in Thousands)

Biennium

FY23 FY24 FY25 2024-25
Total Governor's Recommendations 17 83 83 166
Non-Dedicated
Fund: 1000 - General
Forecast Revenues 4,099 4,099 4,099 8,198
Change Items
Food Licensing Modernization (3,827) (3,827) (7,654)
Total Governor's Recommendations 4,099 272 272 544
Fund: 2801 - Remediation
Forecast Revenues 134 134 134 268
Total Governor's Recommendations 134 134 134 268
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Agriculture

FY 2024-25 Biennial Budget Change Item

Change Item Title: Maintain Current Service Levels

Fiscal Impact ($000s) | FY 2024 | FY 2025 | FY 2026 | FY 2027
General Fund
Expenditures 3,411 4,644 4,644 4,644
Revenues 0 0 0 0
Other Funds
Expenditures 0 0 0 0
Revenues 0 0 0 0
Net Fiscal Impact = 3,411 4,644 4,644 4,644
(Expenditures — Revenues)
FTEs 20.15 23.45 23.45 23.45
Recommendation:

The Governor recommends additional funding of $3.411 million in FY 2024 and $4.644 million in each subsequent
year from the general fund to maintain the current level of service delivery at MN Department of Agriculture
(MDA).

Rationale/Background:

Each year, the cost of doing business rises—employer-paid health care contributions, FICA and Medicare, along
with other salary and compensation-related costs increase. Other operating costs, like rent and lease, fuel and
utilities, and IT and legal services also grow. This cost growth puts pressure on agency operating budgets that
remain flat from year to year.

Agencies face challenging decisions to manage these costs within existing budgets, while maintaining the services
Minnesotans expect. From year to year, agencies find ways to become more efficient with existing resources. For
the MDA the following efficiencies have been implemented to help offset rising operating costs:

e Leases rate reductions

e Reducing device management costs

e Shifting cost to other appropriate use funds

However, cost growth typically outstrips efficiencies, and without additional resources added to agency budgets,
service delivery erodes.

For MDA, operating cost pressures exist in multiple categories—increases in compensation and insurance costs at
the agency, increasing costs to maintain our current staff compliment in a challenging labor market, and
increasing IT costs. If an operational increase is not provided, the services MDA delivers to Minnesotans will be
impacted. Some examples of potential impacts include:

e Reducing FTE

e Delaying projects

e Putting a strain on dedicated fee accounts
Reducing visibility and recognition of agency services

Proposal:
The Governor recommends increasing agency operating budgets to support maintaining the delivery of current
services. For MDA this funding will cover compensation, IT, grants and contracts.

Results:

This proposal is intended to allow MDA to continue to provide current levels of service and information to the
public.
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Agriculture

FY 2024-25 Biennial Budget Change Item

Change Item Title: RFA Capacity Increase

Fiscal Impact ($000s) | FY 2024 | FY 2025 | FY 2026 | FY 2027
General Fund
Expenditures 150 150 150 150
Revenues 0 0 0 0
Other Funds
Expenditures 0 0 0 0
Revenues 0 0 0 0
Net Fiscal Impact = 150 150 150 150
(Expenditures — Revenues)
FTEs 1.2 1.2 1.2 1.2
Recommendation:

The Governor recommends an annual general fund increase of $150,000 to administer and support the various
Rural Finance Authority (RFA) programs.

Rationale/Background:

The RFA administers 13 different loan programs, 1 grant program and 1 tax credit program. In FY15 the RFA
processed 36 loans. As of FY19 the RFA was processing 139 loans. There was a dip in loan origination in FY20-22
due to the Coronavirus pandemic, but volume is returning in force. The loans the RFA services has tripled to over
720 loans for more than $97 million. The RFA also processes over 1,100 tax credit applications per year.

Proposal:

This proposal adds additional resources that will reduce bottlenecks in processing and service times. This will
allow for more timely approval and funding of loans the RFA provides, as well as the timely processing of tax
credits and grants.

Impact on Children and Families:

This tax credit program potentially provides a pathway to farming. It can be difficult to measure the exact effect
upon the lives of children outside of this potentially helping their parents provide healthy food or additional
income to support their families.

Equity and Inclusion:

This program does not currently specifically target any protected group individual from Minnesota but is open to
all that qualify. By doubling the incentive to sell/lease to an emerging farmer, this change is projected to have a
significant positive impact to traditionally under-served groups which will enhance equity and inclusion. This
program can be the difference between having the access to land or equipment in order to begin, continue, or
expand small(er) scale farming. This would be viewed as a significant net positive for the people receiving loans
and/or credits.

Tribal Consultation:
Does this proposal have a substantial direct effect on one or more of the Minnesota Tribal governments?

(lYes
XINo
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Results:

Type of Name of Measure | Current Value Date Projected Value | Projected Value Date

Measure (without) (with)

Quantity | RFA loans 72 loans for FY22 80 loans for 130 loans for FY23

$10.4 million $11.5 million $18.7 million

Quantity | Tax Credit 1100 Cy21 1100 1200 CY23
applications applications applications applications

Quantity | Down payment 0 FY23 31 grants 47 grants FY24
grants

Statutory Change(s):
No statutory changes
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Agriculture

FY 2024-25 Biennial Budget Change Item

Change Item Title: Meat Processing Liaison

Fiscal Impact ($000s) | FY 2024 | FY 2025 | FY 2026 | FY 2027
General Fund
Expenditures 75 75 75 75
Revenues 0 0 0 0
Other Funds
Expenditures 75 75 75 75
Revenues
Net Fiscal Impact = 150 150 150 150
(Expenditures — Revenues)
FTEs 1 1 1 1
Recommendation:

The Governor recommends $75,000 in general funds to support a Meat Processing Navigator position at the
Minnesota Department of Agriculture (MDA). This position would assist new and prospective meat processing
plants to navigate the food safety regulatory requirements for becoming a meat processor, find available grants
and potential funding sources, and work through other local processor issues, such as zoning, plumbing and other
infrastructure requirements. The individual would have the tools necessary to work with diverse and limited
English populations, could acquire translation services as needed, and would work to ensure resources were
available in the necessary languages. These funds would support one FTE after being matched 50% by the United
States Department of Agriculture’s Food Safety Inspection Service (USDA FSIS) through the Minnesota Meat and
Poultry Inspection Program (MN MPIP) cooperative agreement. This funding would be an approximately five
percent increase to the MN MPIP General Fund appropriation (2.5 percent of total program budget).

Rationale/Background:

The shortage of local, small meat processing plants to serve rural communities has existed for many years. The
COVID 19 pandemic exposed and highlighted the shortage of reliable, local processors, and reinforced the
importance of these businesses to our local communities and the resilience of our food supply. Their existence is
critical to the success of Minnesota livestock and poultry farmers, to our local food supply, and rural economies.
Because of this, providing financial resources to support individuals that want to start new or expand a meat
processing business has become a strong focus of both Federal and State grant and assistance programs.

Providing financial assistance to prospective businesses is not enough to address this situation. Many other
challenges to success of small meat processing businesses have been identified, and many of these cannot be
solved simply by giving businesses money. One of the challenges identified is the complexity of navigating a
complicated network of local, State and Federal regulations. These regulations address many different areas,
including food safety, zoning, plumbing and other infrastructure requirements. The specific requirements may
even vary from county-to-county and city-to-city, and by the type of meat processing business that is desired.
Because of the many different jurisdictions and areas involved, these requirements are not easily streamlined or
changed, which leaves a complex web of requirements for new and existing businesses to navigate.

The MDA receives multiple inquiries from individuals interested in starting new meat processing business each
week. Often these individuals start with an inquiry about a license or permit needed, and then follow with other
questions about grants that are available, where to find technical assistance for writing food safety plans or how
to work with their local zoning agency. Increasingly, these individuals are also from more diverse backgrounds,
and may have limited English proficiency, and require more specialized attention or resources translated. This
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work requires not only excellent customer service skills, but also a strong knowledge of the regulatory
requirements and systems that processors need to navigate to start such businesses.

Meat inspection program staff work diligently to connect these individuals with the appropriate resources and
technical expertise; however, such work can be time consuming and program staff are consistently required to
balance mandatory inspection and program activities with providing guidance to individuals with inquiries and the
needs of those businesses that are working toward a license or “Equal To” Grant of Inspection. The surge in meat
processing businesses and interest since the pandemic began also means that the corresponding inspection
demand has increased, leaving inspection staff with less time to assist new businesses. In addition, such work
requires a deep knowledge of regulations, their application to the industry and how businesses work within the
established systems. Inspection experience and technical knowledge is a ‘must-have’ to effectively address the
guestions and inquiries, and to guide a business through the entire process.

In their recent report outlining potential solutions to the meat processing bottleneck (“Solving the Meat
Processing Workforce Bottleneck” https://misadocuments.info/Final Meat Bottleneck Report.pdf), researchers
and working group members identified a number of solutions that could be used to address some of the more
commonly identified issues in the industry. The group recommended the establishment of a ‘navigator’ position
within the MDA to assist small and mid-size processors in getting assistance of all sorts. This individual would be
able to assist meat and poultry processors in developing food safety related plans and navigating the certification
and inspection process. MDA would also be well equipped to connect potential processors to grants or financial
resources that might be available and provide other kinds of technical assistance.

Because meat processors work very closely with inspection staff, and in some cases, daily, such a navigator
position would advance the meat inspection program’s goals of increasing plant numbers and providing guidance
and assistance that contributes to the success of the businesses under its regulatory oversight. By creating such a
position to conduct the more time-consuming work involved in helping businesses navigate these requirements,
inspection staff would have more time available to conduct mandatory inspections, and thus serve more meat
establishments with existing funding.

Proposal:

The funding for this proposal would support one FTE that MDA would use to support new or existing meat
processing businesses in their efforts to begin operations, expand or grow, or transition into other types of meat
operations. This is expected to be a higher-level professional position, with an individual who has extensive
knowledge of the regulatory requirements, and strong skills in networking and customer service, as well as the
ability to interact well with diverse and limited English individuals.

The MDA has not previously initiated such a request; however, other local food system related organizations did
propose this concept in a past legislative initiative and MDA has expressed support. Because supporting new
businesses and providing technical expertise and outreach is a critical and required component of the MDA's
cooperative agreement with USDA FSIS for funding, the funds provided for this position can be matched by USDA.
Such a position is a vital part of MDA’s effort to provide interested individuals with adequate time and resources,
and to give them tools they can use to be successful.

Impact on Children and Families:

This proposal aligns program financial resources with the demand for outreach and consultative services needed
to assist potential and existing small and local meat processing businesses on their business journey; their success
is critical to the vitality of small, local and regional food systems, as well as the resiliency of the food supply from
which all Minnesotans benefit.
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Equity and Inclusion:

Increasingly, the MDA receives inquiries from diverse, and sometimes limited English individuals. Many meat
processing businesses already under the oversight of MDA inspection programs are operated and owned by
people of color, as well as from a variety of ethnicities and cultural backgrounds or protected groups; these
businesses are a key part of the meat processing industry, especially as many of these communities place value on
having local food sources or meat products consistent with their cultural or religious practices. This proposal
would help MDA dedicate additional resources to serving these communities and addressing barriers, and
especially to provide more specialized guidance to individuals of limited English skills, or with unique processes or
business needs. The intended results would be more meat processing businesses owned by individuals in diverse
and protected classes; this benefits those business owners, and provides employment opportunities, and safe,
culturally appropriate, and accepted food choices for their communities.

Tribal Consultation:
Does this proposal have a substantial direct effect on one or more of the Minnesota Tribal governments?

(lYes
XINo

Results:

As noted, the Meat Inspection program provides inspection services to very small, local processors who serve
livestock producers and as well as many small, ethnic and cultural markets. The program works to support these
industries through providing both inspection services and outreach and support for new and existing businesses
to start and grow their operations. The pandemic has had a major impact on this industry, and it continues to see
growth in many areas. The MN MPIP resources need to keep pace with this growth and change. Inspection staff
are asked to perform inspection and outreach activities, both of which are required to see industry growth.
Performance measures for this program reflect the continued focus on supporting the industry and ensuring the
program has adequate staff to meet program mandates and provide services for new and existing processors, and
especially technical expertise and to conduct needed outreach work.

Program growth, inspection capacity and performance are measured by evaluating the number of processors
participating in inspection programs (either “Equal to” (E2) or custom exempt) as a major reflection point. This
number demonstrates both industry growth trends and the ability of MDA to service inspection needs, as lack of
staffing will negatively influence plants numbers by limiting inspection or outreach capacity. Plant numbers are
reviewed and reported monthly, with an overall goal to support an increase in plant numbers over time. The
current trend is increasing; as of April 1, 2020, the program oversaw 279 establishments and is currently servicing
301 (as of October 1, 2022).

Table 1. Minnesota Meat and Poultry Inspection Plant Numbers (December 2020-October 2022)

12/1/2020 53 243 296
1/1/2021 53 240 293
2/1/2021 54 239 293
3/1/2021 56 242 298
4/1/2021 56 246 302
5/1/2021 55 245 300
6/1/2021 55 243 298
7/1/2021 56 243 299
8/1/2021 55 243 298
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Agriculture

FY 2024-25 Biennial Budget Change Item

Change Item Title: MDA IT Modernization

Fiscal Impact ($000s) | FY 2024 | FY 2025 | FY 2026 | FY 2027
General Fund
Expenditures 1,200 1,200 0 0
Revenues 0 0 0 0
Other Funds
Expenditures 615 615 615 615
Revenues (License Surcharge) 615 615 615 615
Net Fiscal Impact = 1,200 1,200 0 0
(Expenditures — Revenues)
FTEs 2 2 2 2
Recommendation:

The Governor recommends an ongoing appropriation of $1,200,000 from the General fund in Fiscal Years 2024
and 2025, coupled with the establishment of a Licensing and Inspection Fee surcharge to be deposited in the
Agricultural Fund to generate an estimated $615,000 per year that would be used to replace and integrate its
licensing and inspection applications. These funds will support efforts to replace MDA’s old and outdated systems
and to integrate its systems with modern technologies that facilitate improved customer self-service options, and
internal user efficiencies that allow MDA staff to provide better customer service. Specifically, funds will be used
to:
e Pay for contract vendors to gather information, design system requirements, identify appropriate
technology solutions, customize off the shelf applications, and deploy these solutions
e Purchase and support the cost of software licenses needed to implement new solutions
e Support the MDA staff positions needed to organize, coordinate, plan, implement and evaluate MDA
information technology projects and solutions

These systems support over 45,000 annual licensing and permit transactions each year, and the inspections and
other work associated with those licenses and permits. By instituting a 5% license and permit fee surcharge on
these transactions an additional $615,000 would be generated annually to supplement the general fund support.
An ongoing appropriation coupled with a dedicated fee fund would provide a stable base of funding for MDA
modernization projects designed to transform its service delivery process and tools.

MDA received $1.38 million across FY 2023 and 24 to begin this work, but has no other funding dedicated to
improving IT infrastructure or business technology. Current information technology projects must be supported
using funding designated to programs for inspection and program and administration or on a case-by-case basis,
with some programs left with little to no way to fund information technology work. This funding would also be
used to support MDA staff working with MNIT as they move to use more agile project management methods, and
a continuous improvement approach. This work requires partnership with MNIT State Agency staff, and as such
will require MDA to invest people resources (FTE’s) into ensuring information technology related projects are
implemented successfully, with desired outcomes achieved.

Rationale/Background:

As a government regulatory and customer-service driven Agency, the MDA views maintaining modern adaptable,
accessible, and efficient information technology systems as critical to accomplishing its missions and goals,
especially as they relate to One Minnesota and MDA's strategic plan. MDA’s customers and regulatory partners
expect user-friendly virtual and electronic tools, equivalent in quality and function to the private sector, so that
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they can engage in business transactions easily and efficiently. Having such systems is now necessary for MDA to
receive payments and conduct transactions with the businesses MDA works with.

The MDA is currently facing many challenges with its technology systems, primarily related to its use of several
‘legacy’ systems to accomplish much of the day-to-day work that is central to its mission. These systems are based
on outdated technology but are critical to our work to manage licensing, permitting, and inspection business
processes. MDA’s current systems are difficult for both customers and staff to utilize. For example, MDA Licensing
Information System (LIS), which provides the foundational database for tracking of licenses and permits, was
implemented in 2000, with only one update since. These systems are limited in their structure and capacity and
are unable to support effective customer self-service approaches, such as online applications, licensing, testing
and information updates. Customer information is scattered into multiple different databases and applications
and fails to meet standards for consistency and accuracy.

Beyond licensing and inspections, MDA's technical environment is a stitch-work of applications and databases
designed to support specific program needs. The application portfolio includes tools that have been discontinued
since the early 2000’s such as Foxpro and databases such as MS Access that lack modern security, identity and
access control security mechanisms. Other smaller programs also use other low-cost software to manage program
data due to lack of financial resources available to support information technology. These include use of
Salesforce, Microsoft SharePoint, OnBase, and the creative use of other Microsoft applications to cobble together
business and technology processes. These solutions, many of which are still paper based, have evolved over time
separately to ensure day-to-day work can be done, and still meet the reporting requirements for grants,
cooperative agreements, or stakeholder data requests, but cannot be easily integrated into Agency-wide data
platforms. This stitch-work of solutions also creates data siloes that impede MDA’s ability to share data between
programs and connect data for single entities under one umbrella; these are capacities needed to adopt improved
customer self-service approaches. MDA’s multitude of applications also relegates existing IT resources to primarily
keeping the lights on and lack the capacity to also work on delivering more modern customer-centric systems.

In recognition of these challenges, and the need to identify and implement solutions, MDA formed an IT
Modernization Steering team in 2020. This team is working in partnership with MNIT staff to identify needs,
gather information on business processes, generate solutions and implement IT related efforts to replace old
applications with new applications that serve both external and internal customers more effectively. This group
has worked to create a roadmap for the replacement and management of its technology and organizational
systems. MDA has initiated this work with FY 23 and 24 funding by focusing its first efforts on improving MDA's
data architecture and system structure as the foundation to other work that will later integrate and replace the
outdated systems.

Key components of the current work include:
e Establishing a data structure that facilitates the creation and maintenance of a customer account and
associated entity information that can be securely viewed by both internal and external users
e Building a customer database that serves as the foundation for a new customer relationship management
system/application
e Developing and maintaining a data structure that can easily be integrated with future technology
solutions for licensing, grants, payments, inspections, and other services

Upon completion of the current phase, MDA will need to move into additional phases of this project that involve
adding additional features into the user portal, such as online payments and applications, as well as the ability to
see inspections and other entity specific data. Projects to replace and/or integrate our licensing and inspection
applications will follow once the data infrastructure has been well established and other customer service
capabilities are in place. By replacing and integrating these systems MDA would be able to:

e Provide customers with more self-service options such as e-payment and e-applications;

e (Create better customer access to data related to their interactions with MDA
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e Reduce redundancies in administrative procedures across the Agency; and
e Ensure transactions are more efficient and accurate.

To be successful, MDA requires both business and technical staff resources to partner with MNIT on these
projects, and a consistent, sustained source of funding must be available to support these resources. None of
these staff resources are currently in place. Also, MNIT has moved to a more agile, flexible project management
approach called Project to Product (P2P). This approach matches well with MDA’s ability and plan to move
forward in smaller, more manageable, and incremental phases; however, MDA currently has no business or
technical staff resources dedicated to IT Modernization efforts, nor does it have staff available to routinely
coordinate and liaison with MNIT staff or external vendor partners to ensure projects are completed and
accountable to original scope and intended outcomes. Software licensing fees, and consultant development fees
will also be needed as MDA moves to new platforms; existing funding to support these activities and
infrastructure is not available.

This work aligns well with the needs and intended outcomes identified by the Governor’s Blue-Ribbon Council on
Information Technology report of February 2021, and subsequent reports and activities of the Technology
Advisory Council. The workgroups identified several areas of focus, including the expansion of customer self-
service opportunities, the development of a plan for technology modernization, and the use of pilot projects to
help agencies identify capability and resource gaps. By focusing our efforts on systems that will improve customer
experiences, our Agency can better serve both our external customers, and our internal staff, as they can work
more efficiently and consistently, and contribute to maintaining more accurate and secure data within our
systems.

Proposal:

This proposal builds on previous work being done by MDA and MNIT to lay the foundation for modernization of
MDA'’s agency-wide information systems. The funding requested with this proposal consists of a combination of
General Fund support, and fees generated with the new license surcharge; the funding would support multi-year
activities and work related to technology improvements and modernization and would provide a more sustainable
funding model. Funding would specifically support the following:

e Two MDA FTE’s ($300,000) to coordinate, direct, plan and implement MDA IT Modernization activities
and projects in cooperation with MNIT technical and project management staff, and outside consultants
or software companies. By adding a limited number of dedicated staff, MDA will also be able to build the
internal knowledge of its data structures and systems necessary to effectively plan for future efforts and
contribute to modernization projects and activities aside from MNIT support.

o One of these FTE’s would be a high-level manager with authority and oversight needed to
prioritize work efforts, recommend solutions, develop strategy, and manage IT related resources.

o One FTE would act as the MDA business architect, responsible for learning and understanding the
MDA business functions and processes, and then translating them into IT processes, in
conjunction with technical staff working with MNIT.

o Funding of this request would increase our work unit size from zero to two - MDA currently has
no dedicated staff for IT modernization or IT project oversight. Existing efforts are being
supported piecemeal by Agency indirect funds, and with staff through their program management
or support roles.

o MDA also expects to gain significant work efficiencies through this effort, and anticipates a net
zero effect on FTE’s, except for the two designated positions, as staff duties should change and
adapt over time.

e 5915,000 per year to support new development activities, to include:

o Projects needed to identify the specific requirements for new applications and identifying a best
fit software solution
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o Acquisition and maintenance of the necessary software licenses and customization for Off the
Shelf Software solutions (or SaaS)

o Funding vendor supported development work to design, create and implement a new customer
relationship management system

o Implementation and integration of new systems, including MNIT related charges for managing or
updating data connections, data storage capacity, security requirements or other related
expenses

o Replacement or integrating of licensing and inspection applications, over time, as funds are
available, and solutions are identified.

While this request includes new ongoing funding and would establish a new fee, MDA views this funding as key to
the future success of all its information technology and customer service-related work, and thus is necessary to
maintain our Agency’s current level of service as existing systems will need to be replaced regardless. Capabilities
such as e-licensing, payments, and applications are an expected part of our customers’ interactions with us, and
thus are necessary to provide quality service to them.

This effort encompasses a series of projects that are needed to move MDA technology forward. Because
requirements gathering and vendor reviews have not been completed and because “Modernization” will become
a way of doing business, and applicable to many efforts, it is not possible to accurately project total costs at this
time; however, based on similar projects from other Agencies, implementation of all the work described is
expected to cost at least $10 million dollars. This proposal would fund this project more slowly than if a lump sum
were provided; however, this approach matches well with MNIT’s change to using a more agile, continuous
improvement process for information technology delivery and MDA’s other available resources. The MDA project
would be broken into more doable phases, each building on the previous, with the intent of reaching measurable
milestones and visible improvements at each stage of the project. If sufficient funds were not available to start a
new phase, MDA would simply wait until sufficient funds have been collected to support the next step or act to
acquire additional funding through other means.

By establishing the licensing surcharge, the support for modernization of customer services would also fall, at
least in part, to MDA customers and users of MDA systems. The following details more fully describe the intent
and implementation plan for the fee:

e The surcharge would apply to all licenses, permits, registrations and certifications issued by MDA, for
which a fee is charged. These are issued on an annual basis (or bi-annual).

e The surcharge would not apply to other fees paid by regulated entities, such as tonnage fees (feed),
procurement fees (milk), inspection fees or other similar assessments.

e This application of a five percent surcharge would be expected to generate approximately $615,000 per
year, to be deposited into a dedicated fee account for use in MDA IT Modernization work, particularly
around licensing and inspection applications.

e Transactions for licenses, permits, and other types of certifications or registrations ranged from $10 -
$2300 between 2019-2021. This would result in a surcharge in the range of $.50 - $115.00.

e Many license fees, particularly those for food related businesses, are paid on a sliding scale, with
businesses that generate higher amounts of revenue paying the larger fees. The surcharge would also
impact businesses in the same way, with higher transaction amounts garnering larger fees. Individuals or
businesses paying very small fees ($10-S20 range) will see very little impact on their total payment.

As noted earlier, MDA processes over 45,000 transactions for licenses, permits and other related certifications or
registrations each year. This is a significant amount of work, and many of these processes still rely on paper-based
systems to handling of applications, fees, and other related supporting documents. By improving these systems,
MDA expects to gain significant efficiencies, improve accuracy and provide much better customer service.
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Impact on Children and Families:
This proposal aligns financial resources with the needed level of services to implement program directives and
missions; as such, it allows MDA to better optimize its service delivery levels which benefits all Minnesotans.

Equity and Inclusion:

By providing MDA with better resources related to information systems that serve the public, MDA can better
serve all Minnesotans, and improve system design to reach individuals in protected classes more effectively. MDA
customers have been involved in the creation of the MDA technology roadmap through consultation, focus
groups and feedback meetings.

Tribal Consultation:
Does this proposal have a substantial direct effect on one or more of the Minnesota Tribal governments?

(lYes
XINo

IT Costs
Category FY 2024 FY 2025 FY 2026 FY 2027 FY 2028 FY 2029

Payroll

Professional/Technical 500,000 500,000 500,000 500,000 500,000 500,000
Contracts

Infrastructure

Hardware

Software 415,000 415,000 415,000 415,000 415,000 415,000

Training

Enterprise Services

Staff costs (MNIT or $300,000 $300,000 $300,000 $300,000 $300,000 $300,000
agency)
Total $1,215,000 | $1,215,000 | $1,215,000 | $1,215,000 | $1,215,000 | $1,215,000
MNIT FTEs
Agency FTEs 2 2 2 2 2 2
Results:

This initiative is designed to improve MDA’s service delivery, and the functionality of systems we use to
administer licensing, permitting and other transactions as well as to efficiently collect fees or conduct other
financial transactions. Through MDA’s modernization efforts, the Agency is identifying performance metrics to
measure progress toward information technology goals. The following baseline data is currently available:
e Currently, 24 of 58 basic license types (41%) can be applied for and processed fully online. Many of these
use fillable forms and are not actually processed electronically.
e Of the 58 basic license types, only 21 basic license types (36%) can be renewed online through our
website.
e In calendar year 2019, approximately 41% of licensing related transactions were made using an electronic
means (credit card or electronic funds transfer).
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e The recent analysis of one business process (grain licensing) identified at least 10 human touchpoints
and/or process steps needed to get through the ‘normal’ grain licensing process.

In addition to the basic license types currently listed on the MDA website, the Department has many permits,
certifications and other services that are not manageable through the current entity management system (LIS)
and/or the MDA website and require ancillary data management systems to administer. These details are not
easily compiled, and the goal is to move these processes into the common Agency process through this
technology related work.

Using this information as a basis, the MDA intends to use the following measures to assess progress toward
modernization:
1. The percentage of Agency licenses, permits, or other certifications that can be applied for through
using a fully electronic process
2. The percentage of Agency licenses, permits, or other financial transactions that allow payment via
online or electronic payment types, both for initial licenses and renewals
3. The percentage of licenses using common process steps for application, handling, and processing
4. The average license turnaround time for representative license types

Statutory Change(s):
Authority to establish the new technology fee will be added to Ch 17.
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Agriculture

FY 2024-25 Biennial Budget Change Item

Change Item Title: Emerging Farmers Office Expansion

Fiscal Impact ($000s) | FY 2024 | FY 2025 | FY 2026 | FY 2027
General Fund
Expenditures 275 425 625 625
Revenues 0 0 0 0
Other Funds
Expenditures 0 0 0 0
Revenues 0 0 0 0
Net Fiscal Impact = 275 425 625 625
(Expenditures — Revenues)
FTEs 2 3 4 4

Recommendation:

The Governor recommends $275,000 from the general fund for FY24, followed by $425,000 in FY25, and $625,000
in FY26 and FY27 in addition to the $150,000 currently dedicated to the Emerging Farmers Office at the
Department of Agriculture. These funds will support the additional staff needed to provide services for emerging
farmers throughout Minnesota specifically in the areas of grant management, oversight, coordination,
communication and technical support, administration and logistics, overall office management, and $1,000 will
support the Tribal Liaison for Consultations. These positions are in addition to the existing position in the office,
the Emerging Farmer Outreach & Engagement Coordinator.

This proposal connects to two additional recommendations for Beginning Farmer Equipment and Infrastructure
Grants, and Services to Immigrant and BIPOC producer and food-system businesses. Staff within the Emerging
Farmers Office are needed to develop and manage services identified in these recommendations.

What is the change relative to your budget as a whole?

The office currently receives $125,000 annually for salary and expenses and $25,000 annually for translation
services. An additional $10,000 supports the Emerging Farmers Working Group, but this funding is set to expire in
2025, per MIN Statute 17.055.

The changes recommended here increase the budget for the office by $625,000 annually, with a gradual increase
over FY24 and FY25. A statutory change is recommended to eliminate the expiration for the Working Group and
the associated fund listed in MN Statute 17.055.

Rationale/Background:

The Emerging Farmers Working Group was established in statute in 2020 to serve women, veterans, persons with
disabilities, American Indian or Alaskan Natives, members of a community of color, young, and urban, and any
other emerging farmers as determined by the commissioner. The Department stood up the Emerging Farmers
Office to house and coordinate the working group, in addition to addressing recommendations in the Emerging
Farmers in Minnesota 2020 legislative report. There were seventeen recommendations included, covering needed
evaluation of bias and inequity in grant programs, assisting with student loans for emerging farmers, providing
training and translation services, grants specific to emerging farmers, and overall strategic planning to include
emerging farmers in the future of Minnesota agriculture. The Emerging Farmers Office currently has one staff
member and partial administrative support. These staff coordinate the working group, ensure ongoing
communication with working group members and other interested parties, and the full-time staff member spends
a significant and critical amount of time engaging with different communities. This engagement work is needed to
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build trust between communities and the Department, to encourage dialogue and comprehensive planning for
the future. These staff also work closely with the MDA Tribal Liaison, supporting communication with MN Tribal
Nations.

These engagement and coordination tasks take up more than one full-time position, leaving no additional time to
address the other equally important recommendations included in the 2020 legislative report. Additional funding
for staff is needed to ensure that the office provides a strategic, planned suite of services to emerging farmers.
Additional staff are needed to address, at a minimum, the following recommended areas:

e Create a one-stop shop for resources for emerging farmers, which includes training resources, grants and
funding opportunities, and other materials. One model is the Starting a Food Business Roadmap, hosted
by the MDA and developed in partnership with community organizations and businesses.

e Support equity and inclusivity training in farming communities to strengthen connections between
current farmers and emerging farmers, and audit state programs that support farmers for equity and
unintended biases and consequences of funding.

e Assess MDA’s lending and grantmaking practices to evaluate equity and create specific grant
opportunities for emerging farmers that assist with establishing a farm business, rather than improving or
expanding an existing farm business.

e Provide trainings to farm service providers that help reduce barriers for emerging farmers, including
equity and implicit bias training, and alternative models of agriculture (regenerative, direct-marketing,
perennial etc.).

e Dedicate further attention to the history of land ownership and farming in Minnesota. University research
on the cultural and social history of agriculture in the state would provide context for emerging farmers
and the communities in which they live.

e Articulate a vision for agriculture in Minnesota that encompasses emerging farmers and small/midsize
farming businesses. Work to reframe the story of farming as an opportunity for underserved
communities. Market the stories of emerging farmers to show examples of how
farming can be practiced.

Proposal:

This is recommended as a change to funding for an existing office to increase the level of service provided by the
Department through the Emerging Farmers Office and the Tribal Liaison role. The office must be expanded to
fulfill the needs of emerging farmers appropriately and successfully in Minnesota. The recommendation is to
increase General Fund support to $625,000, funding 4 additional staff members within the Emerging Farmers
Office, for a total of 5 employees. This increase is recommended with staggered amounts over the next three
years. The Office currently receives $125,000 annually to support one staff member, and an additional $25,000
annually to cover translation services. The total budget recommendation for the office is $785,000, to continue
the current funding, translation service amount, and add additional FTE funding

The recommendation is to add four additional staff to the Emerging Farmers Office. These staff will enable the
office to comprehensively address the needs of emerging farmers, which currently cannot be done with one staff
member. This increase in staffing will result in evaluation and analysis of current grant offerings and the
development of new, more tailored programs and the ability to apply for and successfully manage Federal grant
opportunities that directly impact emerging farmers. Staff focused on grant management would also oversee two
new, recommended programs, the Beginning Farmer Equipment and Infrastructure Grants, and Services to
Immigrant and BIPOC producer and food-system businesses. Additional staff will further support and expand
engagement with emerging farmer communities to increase trust and awareness of opportunities, assist with
coordinating multiple programs addressing land access concerns, and overall office management to increase
efficiency and ensure customer needs are met. Staff focused on communication, logistics, and administration will
support both the Emerging Farmers Office and the MDA Tribal Liaison.
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Additionally, the Governor’s Office recommends amending MN Statute 17.055 to eliminate the expiration date for
the working group. This group is essential for long-term office success, providing direct input and a place for
discussion and conversation around emerging farmer needs and programs.

This recommendation centers entirely around adding funding for staff, using the estimate of $125,000 - $150,000
per individual to include salary, fringe, and indirect costs, as well as cost of living increases and additional support
costs such as IT and communications. Positions needed in the Emerging Farmers Office are not entry level and will
require experience and advanced knowledge for success. These additional staff will allow the office to truly be an
office, serving the needs of emerging farmers throughout the state. Without additional staffing, none of the
recommendations stated above can be addressed. This office expansion is complementary to work seen
throughout the MDA and in other agencies relating to underserved populations, and diversity, equity, and
inclusion efforts. This recommendation is for a permanent funding increase out of the general fund, with an
effective date of 7/1/2023. Hiring will be staggered over 2023 and 2024 to allow for thoughtful planning and
development of positions, and successful hiring processes. The office is in the process of developing a workplan
and long-term strategic development plan that will include metrics and key goals. These goals and metrics will be
evaluated on an ongoing basis to determine success of development and implementation of this expansion.

Impact on Children and Families:

The Emerging Farmers Office supports emerging farmers, and indirectly the families supported by those
farmers. Better services and opportunities for new and emerging farmers throughout the state will result in
more stable farm businesses, and more stability for children and families directly related to those farmers.
Additionally, more small farms throughout the state have the potential to directly increase fresh, local food
consumption for all, including children and families. Lastly, increasing support for emerging farmers has a
strong potential to impact generational wealth disparities, leading to more long-term stability in the overall
population.

Equity and Inclusion:

This recommendation enhances an office dedicated to providing services for women, veterans, persons with
disabilities, American Indian or Alaskan Natives, members of a community of color, young, and urban, and any
other emerging farmers as determined by the commissioner. The Emerging Farmers Working Group has identified
a significant number of steps that need to be taken to better serve these populations throughout the state,
including expanded engagement, grants and funding opportunities focused specifically on emerging farmers, and
evaluation of current practices and policies for bias and inequity. Additional positions within the office can
address these needs directly, resulting in increased, more focused services developed through consultation and
engaged discussion. The Emerging Farmers Working Group has been instrumental in providing insight and ideas
for the office, clearly outlining needs and gaps. Additionally, the Department conducted listening sessions and
collected ideas with an online portal this fall, resulting in 47 unique proposals directly related to emerging
farmers. Additional proposals were submitted related to business development and environmental concerns that
connect directly to support for emerging farmers.

Tribal Consultation:
Does this recommendation have a substantial direct effect on one or more of the Minnesota Tribal
governments?

XYes
CINo

All Minnesota Tribal governments would be affected by this recommendation. Increasing staff in the Emerging
Farmers Office will allow more resources and opportunities to be shared with Tribal Nations, as one of the
identified groups included in the definition of emerging farmer. Additionally, staff focused on administration,
communication, and technical support will work with staff in both the Emerging Farmers Office and the Tribal
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Liaison. The Tribal Liaison works to ensure Consultation occurs when needed, manages a monthly collaboration
meeting, and facilitates communication when needed regarding situations involving the MDA. Staff support will
ensure more consistent, timely engagement, and an expanded engagement capacity with Tribal Nations. $1,000 is
requested for a tribal gift budget for Consultations, to come out of the requested amounts for payroll each fiscal
year.

Results:
Part A: Performance measures
The Emerging Farmers Office has been in existence for two years to support the Emerging Farmers Working
Group. The working group is required by statute, so current performance measures are tied directly to supporting
and coordinating this working group. Projected performance must be connected to measures around services
provided to emerging farmers, but this can only happen with additional staffing.
Current performance measures include the following:
e A processis in place to stand up the Emerging Farmers Working Group and receive, review, and accept
applications for members on an ongoing basis.
e The Emerging Farmers Working Group meets on a regular basis throughout the year with a facilitator and
staff from the MDA.
e Members of the group participate regularly, calling in to meetings and providing comments, questions,
and concerns to the Department.
o Staff of the office conduct regular engagement with working group members and emerging farmer
communities throughout the state to build relationships and gather input on agency services.

Additional staffing for the Emerging Farmers Office would allow the expansion of these performance measures to
include items addressing services provided. These would include grant and funding opportunities, evaluation of
current MDA programs for equity and inclusion, strategic planning for the office, and overall communication and
engagement with populations throughout the state.
e Historical data for the Emerging Farmers Office:

o Working Group meetings: 6 annually

o Average number of members: 16

o Average number of members attending Working Group meetings:

o Average number of engagement meetings: 25 monthly

= These are meetings with emerging farmer groups, organizations, and individuals

Statutory Change(s):
MN Statute 17.055 Emerging Farmers. Amend to eliminate the expiration date for the Emerging Farmers Working
Group and supporting funds.
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Agriculture

FY 2024-25 Biennial Budget Change Item

Change Item Title: Food Licensing Modernization

Fiscal Impact ($000s) | FY 2024 | FY 2025 | FY 2026 | FY 2027
General Fund
Expenditures 0 -3827 -3827 -3827
Revenues -3827 -3827 -3827 -3827
Other Funds
Expenditures 0 4425 4425 4425
Revenues 3827 3827 3827 3827
Net Fiscal Impact = 0 598 598 598
(Expenditures — Revenues)
FTEs 0 0 0 0

Recommendation:
The Governor recommends modernizing the food safety program funding through the following steps:

1. Establish an Agriculture Fund account to dedicate food handler license and inspection fees. Redirect non-
dedicated fee revenue of $3.827 million from the General Fund to the new Agriculture Fund account
beginning FY24 and on-going; and

2. Reduce by $3.827 million the Protection Services General Fund base appropriation in FY25 and FY26-27.

This proposal creates net loss to the General Fund of $3.827 million in FY24 and is net neutral to the General Fund
in FY25 and after.

Rationale/Background:

Food safety licensing and permitting, inspection, emergency response, enforcement, and administrative activities
including data and records management, outreach and quality control functions, are operated and maintained
through a combination of General Funds, federal contracts, federal cooperative agreements, and several small
Agriculture Funds which include commercial canneries assessment fee (MS 31.39), non-alcoholic beverage
inspection fees (MS 34.07), and food handler reinspection fees (MS 28A.085).

The Food and Feed Safety Division General Fund base appropriation is $6.541 million annually. Annual food
handler license and inspection fee revenues are approximately $3.827 million, which are deposited to the General
Fund.

The Food and Feed Safety Division operations budget is approximately 86 percent labor, with nearly three-
quarters of the division's staff directly conducting and supervising inspection and enforcement activities. The
remaining 14 percent of the operations budget covers many fixed costs including unemployment insurance,
workers compensation, and various agency and enterprise assessments.

Food safety inspection staff are highly trained technical staff who must remain up to date in food industry
practices, scientific and technical food safety knowledge, and regulatory interpretations to provide food safety
services to protect public health. Historically, General Fund appropriation and biennial budgeting cycles have not
allowed for program flexibility to address short and long staffing needs due to normal attrition cycle and changes
in the volume of food business entities. This lack of funding flexibility has historically resulted in long term staffing
budget concerns and inspection delays, reliant on appropriation change requests for resolution. The delays in
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timing due to legislative processes and the biennial General Fund budget cycle has adversely impacted program
capacities for service modernization and stability in long term staff planning.

Comparable industry specific food safety programs, such as commercial animal feed and dairy inspection, are
operated and maintained using Agriculture Funds from license and/or inspection fees paid by the respective
regulated industries. As a result, these programs have flexibility to address long term planning needs and adapt
more swiftly to industry changes with direct control and management of Agriculture Funds which are not limited
by biennial spending cycles.

Additionally, the food industries regulated by the food safety program staff are dynamic in nature due to business
modernization and advances in food science, production methods, consumer preferences, and sales and
distributions models. Examples of other food industries changes impacting program planning are licensed entity
numbers, facility operation sizes, modifications to operation types and activity combinations, and business
structure complexities.

Proposal:

The first phase of this proposal will establish an Agriculture Fund account to dedicate revenues generated from
food handler license and inspection fees to create a program fund balance to ensure short term staff salaries are
addressed.

The second phase of this proposal will reduce the General Fund Protection Services base appropriation by $3.827
million in beginning in FY25 to offset the license and inspection fees maintained by the food safety program in the
Agriculture Fund. The Agriculture Fund will absorb additional operating expenditures of $598,000 in FY25 and
FY26-27.

The on-going retained Agriculture Fund revenues will allow the Food and Feed Safety Division greater flexibility in
food safety program funding beyond the biennial cycle to proactively address short and long-term staff planning,
and subsequently provide stability to inspection program services through more responsive, longer-term
administrative planning. This will also increase both resiliency and responsiveness to changes in the volume of the
regulated businesses and complexities of facility inspections through retention of program fee revenues.

Impact on Children and Families:
No direct impacts expected.

Equity and Inclusion:

While this proposal does not have direct impacts on equity and inclusion, the funding for broad stakeholder
assessment would include traditionally underserved communities, consumers seeking increased access to
culturally diverse foods, and farmers or other businesses seeking to provide those food types. This is intended to
positively benefit both consumers and businesses through the development of future licensing models with
address their unique needs, and subsequently reducing barriers to access for safe foods.

Tribal Consultation:
Does this proposal have a substantial direct effect on one or more of the Minnesota Tribal governments?

(lYes
XINo

While this proposal does not have direct impact on tribes, the funding for broad stakeholder input would include
Minnesota Tribal governments. Licensing jurisdiction for food operators as it relates to Tribal sovereignty is
currently being clarified with the Attorney General and through the Tribal consultation process. These discussions

State of Minnesota 34 Revised 2024-25 Biennial Budget
March 2023



are expected to guide further needs for input to inform the recommendations development as part of this
proposal.

IT Costs
None identified

Results:
Please contact the Results Team at MMB (ResultsManagement@state.mn.us) if you have any questions about this
section.

Current food safety program measures

The Manufactured Food Regulatory Program Standards and Voluntary National Retail Food Regulatory Program
Standards are a critical component in increasing capacity and capabilities of state regulatory programs to support
the national Integrated Food Safety System (IFSS). The goal of the MFRPS and VNRFRPS is to implement a
nationally integrated, risk-based, food safety system focused on protecting public health. The ten standards for
regulatory programs provide a roadmap for effective program management and are based on a continuous,
quality management systems approach to regulatory food safety programs.

The Retail Food Program has achieved and maintained conformance with 8 of the 9 applicable program standards,
as demonstrated through successful program audits by independent, qualified regulatory agencies. The program
is expected to reach full conformance with all 9 Retail standards by FY24, with audits conducted per standard
every three years by qualifying independent regulatory agency representatives.

The Manufactured Food Program has achieved and maintained conformance with 10 out of 10 applicable
program standards, as demonstrated through successful program audit by the US Food and Drug Administration.
The Manufactured Food Programs would be expected to continue to maintain conformance with the national
MFRPS, as demonstrated through FDA audits on a three-year cycle.

Produce specific regulatory program standards are currently under development through Cooperative Agreement
Program with the Food and Drug Administration. The Produce Safety Program is designed based on existing food
safety regulatory program standards. The Produce Safety Program would be expected to fully comply with
applicable regulatory program standards within 3 years of the publication of an applicable program standard.

Retail Food Inspection: Inspection Rates

The Retail Food Program is responsible for inspecting and licensing all retail food handlers in Minnesota and
consists of 24 field inspectors, five plan review staff, five supervisors, and one program manager. There are
approximately 5,900 retail food facilities and 1,000 retail mobile food licenses in the state. Retail facilities are
classified according to food safety risk based on food handling activities. Retail facilities are inspected at different
frequencies based on their specific risk classification.

The Retail Food Program has steadily increased the rate of inspections conducted according to the risk-based
schedule as a result of added staff that were hired within the last seven years. The inspections include a review of
food handling practices and sanitary conditions necessary to meet the requirements of the Minnesota Food Code.
These inspections are essential to protect public health and serve to inform retail food handlers when food
handling practices require changes to prevent foodborne illness. Quality metrics based on input from inspection
specific surveys of regulated operations are currently under development.

Table 1: Number of Retail Food Inspections Conducted by Fiscal Year

Fiscal Year 2016 2017 2018 2019 2020 2021 2022
Inspection Count | 2,365 | 3,388 | 5252 | 3931 | 3,780 | 5799 | 5,086
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Manufactured Food Inspection: Inspection Rates

The Manufactured Food Program is responsible for inspecting and licensing all wholesale food processors and
distributors in Minnesota and consists of 15 field inspectors, two supervisors, one quality administrator, and one
program manager. There are approximately 1,070 food processors and 720 food distributors in the state.
Wholesale facilities are classified according to food safety risk based on food handling activities. Wholesale
facilities are then inspected at different frequencies based on their specific risk classification and compliance
history.

The Manufactured Food Program has significantly increased the rate of inspections conducted according to the
risk-based schedule for the past three years. This change has been a result of program level annualized work
planning and monitoring improvements. The inspections include a review of food handling practices and sanitary
conditions necessary to meet the requirements of the federal Food Safety Modernization Act Preventive Controls
and Current Good Manufacturing Practices regulations. These inspections are essential to protect public health
and serve to inform food handlers when food handling practices require changes to prevent foodborne illness.

Table 2: Percentage of Facilities Inspected by Established Risk Frequency

Inspection Type 6/30/2019 6/30/2020 6/30/2021 6/30/22
) o) ) [v)
Distributor 81.35% 65.28% 76.86% 82.73%
57.83% 61.86% 67.31% 85.81%
Food Processor

Produce Safety Program: Response Activities

The Produce Safety Program is responsible for maintaining an inventory of produce farms in Minnesota and
conducting inspections according to MN Food Law and the federal Produce Safety Rule. The majority of program
activities are currently funded through Cooperative Agreement Program from the Food and Drug Administration.
Current Protection Services activities include response and food safety assessment for food crops impacted by
pesticide drift and misuse. The capabilities of this response program have been increasing, with the number of
cases supported increasing from 10 and 11 in calendar years 2019 and 2020 respectively, to 24 in calendar year
2021 and 29 to date in calendar year 2022. The number of days for food safety assessment determination and
communications to food producers are relevant metric which has been identified for data collection and
assessment in FY23-24.

Statutory Change(s):
MS 28A.08 — amended to read

Subd. 4.Food handler license account; appropriation.

A food handler license account is established in the agricultural fund. Money in the account, including interest, is
appropriated to the commissioner for expenses relating to licensing and inspecting food handlers under chapters
28 to 34A or rules adopted under one of those chapters.

MS 28A.09 — amended to read

Subd. 3.Vending machine inspection account; appropriation.

A vending machine inspection account is established in the agricultural fund. Money in the account, including
interest, is appropriated to the commissioner for expenses relating to identifying and inspecting food vending
machines under chapters 28 to 34A or rules adopted under one of those chapters.
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Agriculture

FY 2024-25 Biennial Budget Change Item

Change Item Title: Grain Indemnity Fund

Fiscal Impact ($000s) | FY 2024 | FY 2025 | FY 2026 | FY 2027
General Fund
Expenditures 5,000 0 0 0
Revenues 0 0 0 0
Other Funds
Expenditures 0 0 0 0
Revenues 0 0 0 0
Net Fiscal Impact = 5,000 0 0 0
(Expenditures — Revenues)
FTEs 0 0 0 0
Recommendation:

The Governor recommends a one-time $5 million appropriation from the General Fund to establish a grain
indemnity fund that will protect producers who have unpaid grain sales when grain buyers or warehouses become
financially insolvent. We are requesting a one-time investment from the state to establish the fund which will
then be replenished through fees associated either with sales of grain or in lieu of current bonding costs.

Currently, the only protection that producers have when an elevator fails is the bond held by the elevator, and
potentially some portion of any grain held. The maximum bond required in Minnesota is $150,000. Past bond
claims filed by producers have allowed them to recoup only 8%, 11% and 17% of their losses from unpaid grain.

Rationale/Background:

The grain licensing program issues grain buying and grain storage licenses to entities in Minnesota and
neighboring states that buy or store Minnesota Grain. Licenses issued are contingent on the applicant holding a
bond to protect sellers or those storing grain in the event of non-payment. Currently there are 310 such entities
who hold licenses issued by the State of MN. Those licenses cover $16+ billion of grain purchases annually.
Registered with the program are 213 locations storing grain with the capacity to store 307+ million bushels of
grain. Available to growers in the event of nonpayment is a total of $51 million in bond coverage, a drastically
small number compared to the amount of grain purchased annually. Additionally, the $51 million is not available
to the growers equally in the event of nonpayment, but rather each entity that is buying or storing grain holds a
bond, and only that bond covers the grain purchased or stored by that business. This limits the amount of money
available to growers and in most cases is split amongst several growers for a pro rata share. Since 2011 twelve
separate bond claims have been executed. Ranging from total claims of as little as $6,000 to more than $5.5
million for a total of $13 million. In most cases the bond did not cover all of what was lost by producers. While
bonding grain entities has been the practice for years, given the increasing costs of commodities and the scale of
failures an indemnity fund is increasingly appealing, additionally it follows the path that other grain producing
states have taken to protect their growers.

Recent Failures:

Porter Elevator and North Country Seed both had bond claims in 2015, the result of the claims was an 11% and an
8 % payout respectively. This resulted in $2.87 million dollars that was not paid to claimants, and only $250,000
that was. These claims could have been covered by an indemnity fund and while some voluntary extension of
credit contracts was included, an indemnity fund would have covered a significantly larger portion than the
$250,000 that was paid by the bonds.

In 2018 Ashby received a great deal of attention, due in large part to the fraud and impact to the community. The
program received over $2.4 million in claims, with $723k considered valid, the bond covered $125,000 of those
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valid claims for a 17% coverage. An indemnity fund would have certainly covered the remaining 83% of the valid
claims. Many of the claims that were denied were due to producer thinking they had grain balances with the
elevator that were established years ago. The bond only allows for those to file a claim within 180 days of the
breach of contract, and these claims fell outside that window.

More recently Pipeline Foods was a total closure in 2021. Pipeline Foods held several buy and store licenses with
the MDA, however due to the bankruptcy the MDA had no claim to the sale of the grain on hand at the time of
closure., The program has received $5.5 million in claims from 31 claimants, while only having a $500,000 bond on
hand. The payment to producers impacted by this closure has been delayed significantly due to the bankruptcy,
court hearings and all requests going through the bankruptcy trustee. This delay has meant that a normal
investigation timeline has extended far beyond what is intended and has been ongoing for over one year. Pipeline
foods operated in several other states and those states with Indemnity Funds have already paid their claimants
minimizing the already extreme financial impact the bankruptcy has had on farmers in the region.

Proposal:

An indemnity fund is a reserve of money held by a third party that is available to sellers or depositors in the event
of nonpayment for specific types of produce or commodities. Indemnity funds typically range from 4 million to 10
million dollars and have a maximum value and minimum value. The largest indemnity fund is $35 million and is
managed by the state of Indiana, which many consider to be a model for indemnity funds. In the event that the
fund dips below the minimum value then, depending on the terms, funds are raised through a small payment per
transaction until the maximum value of the fund has been reached. Often times a limit is set for the amount of
payout each individual can receive for one failure.

States with Indemnity Funds include Wisconsin, North Dakota, lowa, Washington, Idaho, lllinois, Indiana,
Michigan, Ohio, Kentucky, Tennessee, New York, South Carolina, Louisiana and Oklahoma.

Risks: The most obvious risk to an indemnity fund is that multiple failures happen and the fund is depleted. Some
states have taken the approach of capping the dollar value for claims, others have said that those who are not
paid will be paid once the fund has the available balance. In a catastrophic event of multiple claims of millions of
dollars this could take years for the fund to back up to a maximum value.

Additionally, several states have struggled with having a state-run fund that cannot be touched in years of
economic struggles by the government. Michigan went so far as to have the fund managed by an external party so
that the fund did not appear on any state register as being available funds.

The establishment of an indemnity fund could put the state in the position of going after facilities that have had
claims filed against them to recoup costs. In the event of a bankruptcy this can take months to years and requires
a significant investment in legal aid. Michigan, and some other states made this easier by changing the laws
regarding liens on the sale of grain.

Finally, building the fund up to what would be considered a functional amount will take time and likely need a
transition plan. Some states choose to use bonds and the indemnity fund at the same time to create an extra level
of protection, this could be an option while the fund is being built up. Otherwise, there could be a period of time
where the fund is too low and would have to pay out once the money is available, putting the state in the
potential position of owing money to growers out of the fund before it is even available.

Options for funding: Using some guidelines and limits set by other states a reasonable maximum value for the
indemnity fund would be $10 million, or ~0.01% of the total purchases in Minnesota. If the state can afford the
initial cost of establishing the fund, it will provide an opportunity to implement a mechanism for ongoing financial
support gradually. If the indemnity fund operates as in other states, collection for the fund can be “turned off”
when it is fully funded and only “turned on” when funds need to be collected.
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We propose one of two methods to sustain the fund going forward.
1) Sales Paid Indemnity Fund

This method of funding would tie the fund directly to the dollar value of what is sold and stored. The rate
would be established based on bushel sold or stored and once the indemnity fund reached a $10MM the
collection of the fee would cease. In execution it would be much like a checkoff, which MDA marketing
helps to run for some agricultural programs and could provide guidance on the implementation and
execution of a new program. In order to collect $3 million annually the fee per dollar of grain purchased
and stored would be roughly $0.00021. This would likely be paid by the grower, as elevators are likely to
push that cost onto them.

Pros: Directly correlated to dollars on the line, those who pay are protected, Easier to predict fund value,
likely supported by elevators as it removes bonding requirements, creates an option where growers can
opt out.

Cons: Would be a big change to process, cuts into growers’ bottom line, likely to be opposed by growers’
groups, fund generation would fluctuate with commodity prices, those selling large amounts may opt out,
may see large facilities who are less likely to default have more opt out participants, no risk to the
elevators.

2) Bonding dollars “re-assigned”

Keep the costs with the buyers and run similarly to a bond but managed by the state. Annually the cost to
maintain a bond is roughly 1-3% of the value of the bond. This is a fee each seller must pay annually, so in
theory the elevators would pay less over the long term. A facility paying $3,000 annually for their bond
over 10 years will pay $30,000. However. common practice is to set a maximum value for the indemnity
fund and once reached collections for payments it will stop. This can result in elevators paying in little to
nothing once the max has been reached and until there is another claim. The opposition to this proposal
would be that the larger elevators could shoulder a larger financial burden than the smaller elevators who
may be more likely to fail. The current bonds in Minnesota total $51 million, in order to achieve the
generation of $3 million annually we would ask the facilities to forego the bonds and pay a fee to the
state of 5.88% of their current bond, which is more than their current rate, but could be sold as a long-
term investment, as they may not pay in every year. This could be adjusted too to be based on annual
purchases and storage liability rather than the bond they currently hold.

Pros: Little change to current system in terms of cost to license holders, could result in lower cost to
elevators over time, Producers protected but at no direct cost to them, changes are simpler to implement
for elevators, would be easier to execute for all parties over bonds.

Cons: no known opinion in industry on this proposal, likely to increase the amount paid by elevators in
short term, MGFA likely opposed, if no caps large facilities pay the bulk.

Impact on Children and Families:
This proposal does not have an impact in this area.

Equity and Inclusion:
This proposal does not have an impact in this area.

Tribal Consultation:
Does this proposal have a substantial direct effect on one or more of the Minnesota Tribal governments?

ClYes
XINo
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IT Costs
This proposal does not have an impact in this area.

Results:

Part A: Performance measures

During the past 5 years, only 11% of the total amount filed on valid bond claims has been paid out to producers
(Figure 1). This is because of the small size of bonds relative to the value of grain purchased (Figure 2). Under an
indemnity fund, this figure should approach nearly 100% payment of valid claims for unpaid grain sales.

Grain Bond Claims 2016-2020

paid claims,
$435,752

Unpaid valid
claims,
$3,441,245

Figure 1. Value of bond claims paid and unpaid valid claims.
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Figure 2. Value of grain purchased annually in Minnesota and value of bonds held.
Statutory Change(s):
Chapters 223 and 232
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Agriculture

FY 2024-25 Biennial Budget Change Item

Change Item Title: Soil Health Equipment Grants

Fiscal Impact ($000s) | FY 2024 | FY 2025 | FY 2026 | FY 2027
General Fund
Expenditures 2,000 2,000 0 0
Revenues 0 0 0 0
Other Funds
Expenditures 0 0 0 0
Revenues 0 0 0 0
Net Fiscal Impact = 2,000 2,000 0 0
(Expenditures — Revenues)
FTEs 1.25 1.25
Recommendation:

The Governor recommends a FY2024-25 General Fund appropriation of $4,000,000 to fund soil health equipment
grants in the piloted Soil Health Financial Assistance Program.

The Soil Health Financial Assistance Program (SHFAP) has been piloted to support and meet a Healthy Soil
Management Plan for the state of Minnesota through the voluntary implementation of soil health management.
Individual farmers, agricultural trade and member organizations, conservation interests, and prominent food-
system corporations all have specified a primary obstacle to soil health implementation is access to financial
support for specialized equipment and machinery necessary for successful and efficient adoption of soil health
practices. Soil health means the overall composition of the soil, including the amount of organic matter stored in
the soil, and the continued capacity of soil to function as a vital living ecosystem that sustains plants, animals, and
humans.

This recommendation is to support the need and demand for equipment grants beyond the $500,000
appropriation to pilot the SHFAP would equate to approximately 5 percent of the Minnesota Department of
Agriculture’s (MDA) annual budget.

Rationale/Background:

Healthy soil is fundamental to the economic and environmental sustainability of Minnesota’s agricultural lands
and industry. This is recognized and formally established in the State of Minnesota’s planning and policies. The
State Water Plan (https://www.leg.mn.gov/docs/2020/mandated/200899.pdf) sets Soil Health as the Goal 2.
Strategy 1. priority, further stating:

Healthy soil provides many benefits:
e |t contains organic matter that retains water, reducing runoff and the need for structural water storage.
e Itincreases the availability of water to plants, which can increase yield and improve resilience to dry
spells, reduce the need for supplemental irrigation, reduce the speed and volume of runoff, and reduce
nutrient losses into surface water and groundwater.
e |t can store large amounts of carbon, which means that soil health improvements have great potential to
reduce greenhouse gas emissions across Minnesota’s 20 million acres of cropland.
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In addition, the State Water Plan Goal 2 Action 1.4 specifically states:

Invest in regional equipment purchasing and sharing programs for agricultural cooperatives or SWCDs to
reduce the burden of investing in cover crop and perennial/small grain planting and harvesting
equipment.

The Minnesota Nutrient Reduction Strategy (https://www.pca.state.mn.us/sites/default/files/wq-s1-80.pdf) also
names Soil Health as a designated strategy, stating in part that:

Improved soil health will sustain soil productivity for future generations, absorb and hold rainwater for
use during drier periods, filter and buffer nutrients and sediment from leaving the fields, increase crop
productivity, and minimize the impacts that severe weather conditions can have on food production and
environmental quality. Thus the benefits of making widespread changes to cropland management, as
outlined in this strategy, extend beyond water quality improvement, and include protecting our soil
productivity for future generations.

Minnesota’s Climate Action Framework (https://climate.state.mn.us/sites/climate-
action/files/Climate%20Action%20Framework.pdf) additionally cites soil health in Goal 2 as a priority initiative:

Healthy Farmland
Accelerate soil health and nitrogen and manure management practices that reduce emissions and
enhance carbon storage, water quality, and habitat.

Individual farmers, agricultural trade and member organizations, conservation interests, and prominent food-
system corporations all seek greater emphasis on soil health. Those groups have specifically identified access to
specialized equipment and machinery necessary for successful and efficient adoption of soil health practices as a
barrier to greater expansion of soil health in Minnesota. This equipment grant funding will directly address this
central obstacle to achieving the recommended strategies and desired goals for Minnesota agriculture, and will
provide the basic means for securing healthy soil to sustain our State’s economy and environment.

Proposal:

The SHFAP was established as a pilot project at the Minnesota Department of Agriculture beginning FY23 with a
$500,000 general fund appropriation with spending authority expiring 6-30-24. This new soil health equipment
grant funding recommendation will function with existing FTEs. This recommendation includes the ability to apply
direct costs for administration of the program not to exceed 6.5% of total appropriation.

Examples of soil health equipment grant funding may include:
e purchase of new or used equipment
e purchases of parts and materials to modify equipment
e other equipment purchases or financial assistance deemed appropriate by the Commissioner to fulfill the
intent of statute

Eligible parties may include any owner or lessee of farmland, local government units, including cities, towns,
counties, soil and water conservation districts, Tribal nations, and joint powers boards. Grant applicants may
apply to share equipment purchased with grant funding. Applicants for equipment purchase grantsissued under
this grant program may be farm or ranch operations coordinating as individual businesses or as formal cooperative
ventures serving farm or ranch operations. A local government unit that receives a grant for equipment or
technology must make those purchases available for use by the public.

The grant program may prioritize or weight proposals based on consideration that applications:
e Support a soil health principle or principles.
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e Quantify number of acres of soil health management.

e Support a Minnesota Agricultural Water Quality Certification Program (MAWQCP) certified farm, or a
farm seeking MAWQCP certification, or support a USDA Resource Management Plan.

e Reduce or avoid greenhouse gas (GHG) emissions.

e Support other complimentary public or private programs or initiatives as determined by the
Commissioner, including programs and projects of the Board of Water and Soil Resources, the Natural
Resources Conservation Service, and others; or support other priorities.

This recommendation will directly act upon the identified challenges to expanding soil health efforts in Minnesota
and will further the specified goals and strategies contained in the State’s water plan, nutrient reduction strategy,
emission reduction targets, Climate Action Framework, and other established objectives. Further, the proposal
and grants are coordinated among partner agency efforts on soil health, particularly the Board of Water and Soil
Resources and the federal Natural Resources Conservation Service. The improved productivity and resiliency
rewards from increasing soil health will also further the economic performance of individual farms, the broader
agricultural and associated industries, and ultimately the availability and reliability of food access for consumers.

Impact on Children and Families:

This recommendation directly serves the purposes of the Minnesota state water plan, nutrient reduction strategy,
Climate Action Framework, the statutory GHG emission reduction targets of the 2007 Next Generation Energy Act,
and other economic and environmental objectives of the State. In so doing the program will further protections
of drinking water supplies and other water quality goals, resiliency to climate-derived challenges to food
production and availability, and other benefits relative to fundamental needs of Minnesota children and families.

Equity and Inclusion:

The MDA does not believe this proposal will adversely impact people of color, Native Americans, people with
disabilities, people in the LGBTQ community, other protected classes, or veterans. Further, the Minnesota Climate
Action Framework that informs this project includes equity and inclusion considerations which will be adopted
here as applicable.

Tribal Consultation:
Does this proposal have a substantial direct effect on one or more of the Minnesota Tribal governments?

ClYes
XINo

Results:
The SHFAP equipment grant funding includes performance measurement and reporting requirements, with the
commitment for an initial report due January 1, 2024 and every two years thereafter. The MDA shall report to the
legislature and the governor on the performance of the program, including:
e List of projects by year.
e List of acres impacted by year.
e List of grant funds awarded by year.
e List of funds leveraged, including any federal or other state financial resources, private participant
contributions and cost share matching, landowner contributions, and other sources.
e (Calculated outcomes, including means of calculation, by year for:
o GHG emissions reduced by projects.
o Carbon-equivalencies sequestered by projects.
o Practice-based estimates for reductions in soil loss, nutrient loss, sediment delivery, and other
indicators as available.
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Type of Name of Measure Current Date Projected Value | Projected Value Date
Measure Value (without) (with)
Quantity | Number of new acres | N/A (new | 10-3-22 Anticipated Anticipated 1-1-24
managed under soil project, range for acres | range for acres
health principles, no grants managed under | managed under
and cumulative have yet S500K total of $2 million
outcomes been equipment annual award
(reductions in GHG awarded) grants is 500 to | will be 4 times
emissions, soil loss, 2,000 acres per | greater on
nutrient loss, and grant. annual basis.
sediment; increase in
soil organic matter
and carbon
sequestered).
Quality Total grants N/A (new | 10-3-22 Maximum of Maximum of 1-1-24
successfully issued project, <$500,000 in <$2 million total
and properly no grants total grant grant awards
completed in have yet awards annually.
supporting the been
structure and goals awarded)
of the Healthy Soil
Management Plan
(scheduled to be
completed in 2024).
Results Biennial report N/A (new | 10-3-22 Report due 1-1- | Report due 1-1- | 1-1-24
(originating with project, 24 24
January 1, 2024 no grants
release) have yet
been
awarded)
Statutory Change(s):
No statutory change is required.
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Agriculture

FY 2024-25 Biennial Budget Change Item

Change Item Title: Increase AGRI Value-Added Entrepreneurial Support

Fiscal Impact ($000s) | FY 2024 | FY 2025 | FY 2026 | FY 2027
General Fund
Expenditures 250 250 250 250
Revenues 0 0 0 0
Other Funds
Expenditures 0 0 0 0
Revenues 0 0 0 0
Net Fiscal Impact = 250 250 250 250
(Expenditures — Revenues)
FTEs .15 .15 .15 .15

Recommendation:
The Governor recommends an additional $250,000 base appropriation beginning in FY 2024 to expand the
Agricultural Growth, Research, and Innovation (AGRI) program, focusing on two key areas of entrepreneurial
support:
1. Grants for co-packing, cold storage and commercial kitchens;
2. Expanded investment in the New Markets Cost-Share Program, focusing on food safety and
environmental sustainability

This results in a 1.42% increase to AGRI’s FY 2024-2025 base appropriation of $35.106 million.

The MDA will use no more than 6.5% of this appropriation for administration of the financial assistance and
outreach to the industry.

Rationale/Background:

Preliminary research backed by MDA and the Ag Utilization Research Institute indicates that growth in the
Minnesota food and beverage manufacturing sector yields the highest overall returns of any industry in the state,
with a 5% gain in manufacturing output yielding over $11 billion in impact to the state’s GDP.

A more local, diversified food supply chain can support economic development and community resiliency. Food
business development and a more resilient Minnesota food system relies on support to entrepreneurs, support
for food safety, and a strong copacking, commercial kitchen, and cold/frozen storage segment.

Copackers who work with small makers are essential to support retail-focused food company business
development. Community kitchens and restaurants are key to providing local opportunities for entrepreneurs to
innovate and launch new foodservice businesses. Leveraging local assets will provide a space for BIPOC and other
underserved groups to develop their businesses and could also provide an additional revenue stream for
restaurants and chefs.

The MDA has established a constituency of small-medium-sized food companies and farms that offer value-added
products, supporting the segment with innovative cost-share programs and other popular marketing services.
Despite listing more than 50 copackers on MDA’s website directory, small food and beverage makers often report
difficulty finding manufacturing partners in Minnesota. This often results in food makers partnering with
copackers outside of Minnesota, resulting in lost economic development, inefficiencies, and less resiliency.
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As we expand the pool of food entrepreneurs, food safety is critical. Our New Markets Cost-Share Program
supports marketing efforts but doesn’t have the resources to serve the demand for food safety and
environmental sustainability guideline planning.

Proposal:

This recommendation would establish a new competitive grant program designed to support manufacturers who
offer copacking or manage commercial kitchens and other key supply chain infrastructure, such as shared cold-
chain capacity.

It will expand the New Markets Cost-Share Program, which currently supports Minnesota food, beverage, or pet
food companies through a variety of high-impact marketing activities. Support will include food safety and
environmental sustainability guideline planning and consultant services.

Impact on Children and Families:
The MDA does not anticipate this proposal having a direct impact on children and families.

Equity and Inclusion:

The MDA’s New Markets Program has a history of working with underserved communities. For example, 67% of
MDA’s cost-share program participants in FY 2021 self-reported as either woman-owned, Hispanic/Latino/Latina-
owned, African American-owned, Native American-owned, or veteran-owned.

Tribal Consultation:
Does this proposal have a substantial direct effect on one or more of the Minnesota Tribal governments?

CYes
No
Results:
Type of Name of Measure Current Date Projected Value | Projected Value Date
Measure Value (without) (with)
Quantity | Number of copacker 0| FY2022 | O 3-5 FY 2024

and commercial
kitchen grants

Quantity | Number of New 0|FY2022 |0 10 FY 2024
Markets food safety
and sustainability
cost-share

Statutory Change(s):
No statutory changes will be needed.
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Agriculture

FY 2024-25 Biennial Budget Change Item

Change Item Title: Beginning Farmer Equipment and Infrastructure Grants

Fiscal Impact ($000s) | FY 2024 | FY 2025 | FY 2026 | FY 2027
General Fund
Expenditures 200 200 200 200
Revenues 0 0 0 0
Other Funds
Expenditures 0 0 0 0
Revenues 0 0 0 0
Net Fiscal Impact = 200 200 200 200
(Expenditures — Revenues)
FTEs 0.5 0.5 0.5 0.5

Recommendation:

The Governor recommends $400,000 from the General Fund to support a grant program specifically for new and
emerging farmers to increase market access and sales. This is part of the Department’s Value-Added Grant
Program. The funds will be used for grants to individuals and operating costs, including engagement and outreach
work associated with grant program development, execution, and administration.

Rationale/Background:

Incubator farms and new farms face specific, and often costly, equipment needs to increase production capacity,
take on new customers, and grow their businesses. The Value-Added Grant Program offered by the Department
has traditionally been available to meet the needs of farmers looking to expand, but new and emerging farmers
cannot afford the match requirement and require smaller amounts of funding per applicant. This new grant
program would be modeled after the Value-Added Grant Program but will be specific to new and emerging
farmers to increase market access and sales. The program will include a lower match requirement and lower
maximum award and will be administered by the Emerging Farmers Office. This grant program recommendation
builds on the State's commitment for supporting Emerging Farmers and building a more equitable food and
agricultural system.

Proposal:

This is a new grant program designed to provide services out of the Emerging Farmers Office. The current grant
programs offered by the Department are not specific to new and emerging farmers and are also not designed for
these populations. This grant program would be designed for and by new and emerging farmers to ensure their
needs are met by the Department.

This grant program will provide funds to farmers with a small match requirement. These funds may be used for
equipment and infrastructure development and would be available to farms throughout Minnesota. Funding is
recommended for 0.5 FTE to develop, coordinate, and administer this grant program out of the Emerging Farmers
Office. The office cannot take on grant development and coordination without additional staff capacity. The funds
recommended for other operating costs are needed to ensure engagement occurs during grant development and
administration. Direct contact with organizations, social media work and communication, listening sessions and
more is needed to ensure the grant serves the needs of new and emerging farmers.

The current Value-Added Grant Program requires a 75% match in funds that is not possible for many new and
emerging farmers. This grant program would require a much lower match and would award smaller grants (the
Value-Added Grant Program awards up to $150,000 per applicant). The smaller amount per awardee would
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compensate for the smaller match amount required. The lower match will make this grant more accessible,
allowing more new and emerging farmers access to funds that can help support business development. Metrics
will be kept on the number of applicants and their experience with the grant process from start to finish. These
metrics will be used to evaluate the success of the program.

Impact on Children and Families:

Better services and opportunities for new and emerging farmers throughout the state will result in more stable
farm businesses, and more stability for children and families directly related to those farmers. Additionally,
more small farms throughout the state have the potential to directly increase fresh, local food consumption
for all, including children and families. Lastly, increasing support for emerging farmers has a strong potential to
impact generational wealth disparities, leading to more long-term stability in the overall population.

Equity and Inclusion:

This proposed grant program directly impacts existing inequities in grant opportunities for farmers. By focusing
the grant program on new and emerging farmers, changing the matching funds requirement, and realigning
the award amounts this program will provide new, more accessible funding opportunities specifically for
people of color, Native Americans, people with disabilities, people in the LGBTQ community, other protected
classes, or Veterans. Infrastructure development and equipment costs are two of the biggest barriers to farm
business expansion, and both would fall within the allowable costs for this grant program. The Department
conducted listening sessions and collected ideas with an online portal this fall, resulting in 47 unique proposals
directly related to emerging farmers. Additional proposals were submitted related to business development and
environmental concerns that connect directly to support for emerging farmers. Several of these proposals
centered around grant opportunities for new and emerging farmers, especially those that could be used for
equipment and physical infrastructure development.

Tribal Consultation:
Does this proposal have a substantial direct effect on one or more of the Minnesota Tribal governments?

XYes
CINo

All Minnesota Tribal governments would be affected by this proposal. Indigenous farmers would be eligible and
prioritized for grant funding through this program, increasing support for farmers belonging to Tribal Nations in
Minnesota.

IT Costs

Please complete the table below to indicate costs for FY 2024-29. Specify the purposes of the funding proposal,
such as infrastructure, hardware, software, or training. If staff are associated with this recommendation, specify
the number of FTEs that are MNIT employees (i.e., MNIT@agency) and agency employees. For proposals with
significant IT investment, please also complete the IT addendum below.
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Category FY 2024 FY 2025 FY 2026 FY 2027 FY 2028 FY 2029
Payroll 0 0 0 0 0 0
Professional/Technical 0 0 0 0 0 0
Contracts
Infrastructure 0 0 0 0 0 0
Hardware 0 0 0 0 0 0
Software 0 0 0 0 0 0
Training 0 0 0 0 0 0
Enterprise Services 0 0 0 0 0 0
Staff costs (MNIT or 0 0 0 0 0 0
agency)
Total 0 0 0 0 0 0
MNIT FTEs 0 0 0 0 0 0
Agency FTEs 0 0 0 0 0 0
Results:

Performance measures
Performance measures for this grant program will center around accessibility, engagement, and community
impact. Examples of possible measures include the following:
e How many grants were issued each year of the program?
e How many applications were received each year?
e What is the overall funding rate for applicants to this program?
e How does this rate compare to comparable Department grant programs, such as the Value-Added Grant
Program?
e For engagement activities specifically related to grant development, how much input was received? How
many people attended?
e Do the demographics of grant awards indicate target populations are being served by this grant?
e What do follow-up conversations and data collection efforts with awardees show in terms of business
development and change over time?
e How many new relationships were established by the awardee of this grant to market their products,
specifically related to their business expansion?

Data will be collected through a variety of methods including listening sessions, surveys, application data, targeted
conversations with grantees, and facilitated conversations. Data will be communicated to awardees and
interested parties online, via regular electronic updates, and in-community communications channels.

Statutory Change(s):
None
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Agriculture

FY 2024-25 Biennial Budget Change Item

Change Item Title: Replenish the Ag Emergency Account

Fiscal Impact ($000s) | FY 2024 | FY 2025 | FY 2026 | FY 2027
General Fund
Expenditures 1,500 0 0 0
Revenues 0 0 0 0
Other Funds
Expenditures 1,500 0 0 0
Revenues 0 0 0 0
Net Fiscal Impact = 1,500 0 0 0
(Expenditures — Revenues)
FTEs 0 0 0 0

Recommendation:

The Governor recommends $1.5 million from the General Fund to replenish the Ag Emergency Account to
minimize response delays. This appropriation will be transferred to the Ag Fund account to be used for any
agricultural emergencies as authorized by the Commissioner under MN Statute 17.041.

Rationale/Background:

Since inception in 2016, the Ag Emergency Account has been a reliable source of funding for agricultural
responses. The MDA has used these funds to respond to animal disease outbreaks and supply chain disruption
emergencies. Even when federal funds are available, they are through reimbursement programs so the state
must be ready to cover contracting, equipment, supplies, payroll, and travel costs in advance.

Replenishing the Ag Emergency Account will allow the Department to take the lead on ag emergency response
when legislature is not in session by holding the funds until needed for a response. The immediate availability of
funds is essential to rapid deployment of an incident management team. It allows the flexibility to use on
methods and materials appropriate to any type of agricultural emergency. Additionally, it covers the gap between
necessary goods and services that are not allowed under a federal cooperative agreement.

As the effects of climate change become more frequent and pronounced, the expectation is that agricultural
emergencies will also increase in size and scope. A fully funded Ag Emergency Account will ensure that the
citizens of Minnesota see active responses that are efficient and effective over all ag sectors and in every county

Proposal:

The Ag Emergency Account was established in 2016 in response to an outbreak of Highly Pathogenic Avian
Influenza the previous year. Ever since, the MDA has been able to draw on these funds for emergencies such as
the 2020 swine supply disruption and the 2022 outbreak of Highly Pathogenic Avian Influenza. The addition of
$1.5 million will make the Account functional again. The anticipated costs of a single response are around
$250,000 after reimbursement. The goal of the fund is to cover up-front costs to begin the response immediately,
so balances may dip much lower than $250,000 before federal cooperative agreements are established and a
quarterly reimbursement plan reinstates the funds.

The extent and target species of any single incident is unknown. These funds will be used to fulfill the MDA’s
obligations in the Minnesota Emergency Operations Plan, as support to the Board of Animal Health’s directives, or
to bridge the gap when federal funds fall short. Reimbursement amounts are subject to change any time,
including during a response.

Funds may pay for state employee payroll. Staff are redirected from their normal work to respond to an ag
emergency and are in turn paid by the incident. This arrangement allows program supervisors some savings and
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therefore an incentive to allow staff the time away. Overtime, where allowed by labor contracts, may be paid to
employees. The MDA may hire temporary staff to fill needed positions for data entry or to manage permitted
movements if quarantine restrictions are in place.

State contractors for emergency response are often engaged in ag incidents. Funds will cover their work and
equipment maintenance and repair for state-owned items. The MDA may require additional workspaces to store
equipment and materials or to house employees dedicated to the incident. Leases are directed to these funds
along with any MNIT setup, services, networking, and maintenance plans necessary to make the space functional.
IT cost for dedicated help desk, workstation management and geospatial technology support are paid for by the
Ag Emergency Account.

Impact on Children and Families:

Families, often rural farm families, can be affected by agricultural emergencies. Funds used to support response
teams help these communities by offering them a point of contact, rapid assistance, counseling options and
ongoing communication. All of these alleviate the stress and anxiety associated with emergency impacts. Strong
continuity of business support means that suicides are less likely, and the development of individual and
community support mechanisms as part of a response results in better mental health outcomes not only for
victims and their families, but for the responders themselves and their loved ones.

Equity and Inclusion:

Natural disasters, animal disease outbreaks, and climate change effects don’t discriminate among their victims.
All Minnesota citizens are eligible to receive the same treatment by agricultural responders. As the effects of
climate change grow more visible and substantial from year to year, the expectation is that more people will be
affected. The Commissioner of Agriculture may use his/her best judgment to declare an emergency for any group
of citizens who are impacted by an agricultural disaster.

Tribal Consultation:
Does this proposal have a substantial direct effect on one or more of the Minnesota Tribal governments?

ClYes
XINo

Results:

Part A: Performance measures

The agriculture incident management team continues to train and exercise to respond to animal disease threats,
or any emergencies related to climate change, market disruption, or other unforeseen event. The details of
performance will change depending on the incident, but broadly speaking, the 23 critical activities set forth by
USDA-APHIS-Veterinary Services represent the goals for training, exercises, and response. These activities are, in
no particular order:

1. Etiology and ecology 13. Communications

2. Mass depopulation and euthanasia 14. Animal welfare

3. Case definitions 15. Health and safety, and personal protective

4. Disposal equipment

5. Surveillance 16. Modeling and assessment tools

6. Cleaning and disinfection 17. Biosecurity

7. Diagnostics 18. Appraisal and compensation

8. Vaccination 19. Quarantine and movement control

9. Epidemiological investigation and tracing 20. Finance

10. Logistics 21. Continuity of business

11. Information management 22. Incident Management

12. Wildlife management and vector control 23. Regionalization for international trade
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The MDA works closely with APHIS-VS for recommended coursework, a variety of exercise options, and expertise
to develop these competencies. All responses do not require mastery of all competencies, but growth and
development benchmarks are set upon the categories listed.

During a response, performance is gauged through feedback from customers such as producers, veterinarians,
laboratory representatives, extension agents, the media, social media, other state animal health officials, and the
citizens of Minnesota. After a response or any training mission, a hotwash is conducted with participants from
the response team and other players to report positive and negative reviews of the actions taken. This feedback

is distilled into an after-action review and an improvement plan is developed for the response team going
forward.

State of Minnesota 52 Revised 2024-25 Biennial Budget
March 2023



Agriculture

FY 2024-25 Biennial Budget Change Item

Change Item Title: Expand Minnesota Grown Program Promotion of Locally Raised and Processed
Meat and Poultry

Fiscal Impact ($000s) | FY 2024 | FY 2025 | FY 2026 | FY 2027
General Fund
Expenditures 75 75 75 75
Revenues 0 0 0 0

Ag Funds (Private
Contributions/Revenue)

Expenditures 20 20 20 20
Revenues 20 20 20 20
Net Fiscal Impact = 75 75 75 75

(Expenditures — Revenues)
FTEs 0 0 0 0

Recommendation:

The Governor recommends a Minnesota Grown Program increase of $75,000 annually. This General Fund
appropriation transfers to the Minnesota Grown Ag Fund account to expand the program’s ability to promote
locally raised and processed meat and poultry.

The $75,000 annual appropriation represents an 1.78% increase over the current combined FY 2022-2023
biennium Agricultural Marketing and Development appropriation ($8.415 million).

Rationale/Background:

The Minnesota Grown Program received its first state appropriation thirty-five years ago in 1987 to promote
products that were grown or raised on Minnesota farms. The program was originally focused on locally grown
produce and is still primarily associated with specialty crops even though more than 450 meat and poultry
producers are members of the program. The last increase to the state appropriation was more than a decade ago
in 2008. Since that time, the number of farmers and markets who purchase an annual membership has increased
by nearly 40% from 944 members to more than 1,300 members. This program was created as a public/private
partnership and statute requires the MDA to receive at least S1 in private contributions for every $4 invested by
the state. This proposal will increase the minimum amount of private contributions (revenue) by nearly $20,000
per year.

Increased investments in promoting processing facilities that source locally raised meat and poultry will create
greater opportunities for livestock producers to directly market their meat to consumers, restaurants, and
retailers. This recommendation for a modest increase to the Minnesota Grown Program's annual appropriation of
$186,000 will be a tremendous benefit to livestock and poultry producers as well as to small meat processors.

The Minnesota Grown logo is widely recognized by consumers and retailers as a way to identify locally grown and
raised products. The program’s online directory of more than 1,000 farms and markets at
www.minnesotagrown.com handles more than 350,000 users annually. This recommendation will drive additional
consumer traffic to the online directory for the purpose of purchasing locally raised and processed meat and
poultry products.
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Proposal:

This proposal expands the MDA’s Minnesota Grown Program’s ability to promote locally raised and processed
meat and poultry by increasing the annual appropriation from $186,000 to $261,000. The additional $75,000 will
be administered with existing program staffing levels and will allow the agency to invest in paid advertising, social
media promotion, public relations activities, and significantly expanded content on the popular

WWWw.minnesotagrown.com website.

This increase will generate a total of $20,000 new revenue through issuing additional Minnesota Grown Labeling
Licenses to livestock farmers and processors as well as from advertising revenue as these new licensees purchase

listings in the online Minnesota Grown directory.

Impact on Children and Families:
The MDA does not anticipate this proposal having a direct impact on children and families.

Equity and |

nclusion:

This proposal focuses specifically on family farmers who raise and market their own livestock and poultry products
as well as small processing plants. We will work closely with organizations such as the Latino Economic

Development Center to ensure that people of color are fully aware of these opportunities.

Tribal Consultation:
Does this proposal have a substantial direct effect on one or more of the Minnesota Tribal governments?

CYes
No
Results:
Type of Name of Measure Current Date Projected Value Projected Date
Measure Value (without) Value (with)
Quantity | # livestock and 450 2022 450 550 2024
poultry producers
who are licensed to
use the Minnesota
Grown logo
Quantity | # of meat processors | 15 2022 15 35 2024
who are licensed to
use the Minnesota
Grown logo on their
products
Statutory Change(s):
No statutory changes will be needed.
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Agriculture

FY 2024-25 Biennial Budget Change Item

Change Item Title: Expansion of AGRI Meat Processing Grants

Fiscal Impact ($000s) | FY 2024 | FY 2025 | FY 2026 | FY 2027
General Fund
Expenditures 250 250 250 250
Revenues 0 0 0 0
Other Funds
Expenditures 0 0 0 0
Revenues 0 0 0 0
Net Fiscal Impact = 250 250 250 250
(Expenditures — Revenues)
FTEs .15 .15 .15 .15

Recommendation:
The Governor recommends an increase of $250,000 each year beginning in FY 2024 for Agricultural Growth,
Research, and Innovation (AGRI) program for grants meat, poultry, egg, and milk processors.

This results in a 1.4% increase to AGRI’s FY 2024 and FY 2025 base appropriation of $17.553 million each year.

Consistent with existing AGRI policy, the MDA will use no more than 6.5% of this appropriation for administration
of the grants and outreach to the industry.

Rationale/Background:

The MDA has administered grants for meat, poultry, egg, and milk processing since FY 2013, primarily through the
Value-Added Grant. The Value-Added Grant program reimburses grantees for 25% of their costs to purchase
equipment and make related physical improvements to expand their capacity to utilize Minnesota agricultural
products. Grants range from approximately $1,000 to $150,000. All types of value-added companies (e.g.,
meat/poultry/egg/dairy processers, breweries/wineries/distilleries, consumer packaged goods manufacturers,
and renewable energy producers) are eligible to apply.

Since FY 2022, we have been offering a similar grant specifically for meat, poultry, egg and milk processors that
was based on the existing Value-Added Grant. The AGRI budget rider allocated $750,000 for Meat, Poultry, Egg,
and Milk Grants. The program has slightly more favorable terms for grantees, requiring a 1:1 match on the first
$50,000 of eligible project costs before reverting back to the typical 25% reimbursement for remaining costs.

Demand for the AGRI Meat, Poultry, Egg, and Milk Processing Grant far exceeded the total available funding in FY
2022. We received 67 applications requesting over $3.2 million in eligible costs. Of these, we awarded grants to
15 businesses totaling $709,235. The unfunded applications and those that were only partially funded were
allowed to resubmit their applications for consideration for an AGRI Value-Added Grant in the spring 2022.
Including the resubmitted meat/poultry processing applications, we considered 137 applications requesting $5.4
million in eligible costs for the FY 2022 AGRI Value-Added Grant. We awarded 23 applications totaling $1,050,950,
including $392,841 to 11 meat processing businesses.

In FY 2023, we received 54 applications requesting $3.1 million for the AGRI Meat, Poultry, Egg, and Milk Grant
and are currently making awards to 26 processors totaling $1.4 million.
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Proposal:

We are proposing to expand the AGRI appropriation by increasing the funding available specifically for grants to
meat, poultry, egg, and milk processors. The FY 2022-2023 budget rider allocated $750,000 each year for these
grants, and beginning in FY 2024, provided a base appropriation of $250,000 each year. We are proposing to
expand the AGRI appropriation by increasing the funding available for these grants by $3 million in FY 2024, $2
million in FY 2025, and the base beginning in FY 2026 by $750,000.

Impact on Children and Families:

The MDA does not anticipate this proposal having a direct impact on children and families.

Equity and Inclusion:
The existing AGRI Meat, Poultry, Egg, and Milk Grant prioritizes projects that expand Kosher and Halal processing
in the state. We anticipate that this priority will remain in future rounds.

Tribal Consultation:
Does this proposal have a substantial direct effect on one or more of the Minnesota Tribal governments?

CYes
No
Results:
Type of Name of Measure Current Date Projected Value | Projected Value Date
Measure Value (without) (with)
Quantity | # of AGRI Meat, 15 FY 2022 5 10 FY 2024
Poultry, Egg, and
Milk Grants
Quality # of AGRI Meat, 4 FY 2022 1 2 FY 2024
Poultry, Egg, and
Milk Grants Awarded
to Kosher/Halal
Processors
Statutory Change(s):
No statutory changes will be needed.
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Agriculture

FY 2024-25 Biennial Budget Change Item

Change Item Title: Noxious Weed Grants for Local Units of Government

Fiscal Impact ($000s) | FY 2024 | FY 2025 | FY 2026 | FY 2027
General Fund
Expenditures 400 400 400 400
Revenues 0 0 0 0
Other Funds
Expenditures 0 0 0 0
Revenues 0 0 0 0
Net Fiscal Impact = 400 400 400 400
(Expenditures — Revenues)
FTEs 0 0 0 0

Recommendation:

The Governor recommends $400,000 per year to the General Fund to make grants to local units of governments
and Tribal nations for noxious weed detection, control and management. The MDA has an ongoing appropriation
of $450,000 per fiscal year to support the Department’s Noxious Weed Program which provides statewide
support and coordination for noxious weed control work.

Rationale/Background:

Noxious weeds, such as Palmer amaranth, poison hemlock and wild parsnip, are a statewide issue and threaten
Minnesota’s agricultural systems and natural habitats. Effective management of noxious weeds requires local, on-
the-ground efforts with coordination at a regional or statewide scale since weed populations do not end at
property borders. Grants to local units of government and Tribal nations are an effective way for the Department
to provide coordination of efforts while enabling needed on-the-ground management.

The MDA has managed a noxious weed grant program since FY 2018. During that time, over 20,000 acres of
noxious weeds have been managed by 119 grant recipients. In addition, the Department, working with partner
agencies and producers, has been able to prevent the establishment of significant populations of Palmer
amaranth like has been seen in neighboring states.

Noxious weed work in Minnesota is well-coordinated amongst the various agencies and associations involved
through the Noxious Weed Advisory Committee. This committee is made up of representatives from over 20
organizations and is strongly supportive of grants for noxious weed management to local governments and Tribes.

Proposal:

The MDA has provided grants to local governments since FY 2018. For the FY 2018-2019 biennium, $300,000 per
year were appropriated from the general fund. For the FY 2020-2021 biennium, $1 million was proposed in the
governor’s budget for the grant program. However, that funding was not included in the final bill and instead the
department was appropriated funds from the Environment and Natural Resources Trust Fund. This amount was
S1 million for FY 2020-2022. As of FY 2024, the department does not have any funds appropriated to make grants
for this purpose.

M.S. 18.89 and M.S. 18.90 state that “the commissioner of agriculture shall administer a grant program to assist
counties and municipalities and other weed management entities in the cost of implementing and maintaining
noxious weed control programs and in addressing special weed control problems.” Local municipalities (counties,
townships, cities) and Tribal nations have limited funds available to establish and maintain noxious weed and
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invasive plant management programs. Grant funding from the MDA has shown to be highly beneficial to these
local units of government. The past four years of MDA grant funds awarded $1,200,000 to 119 recipients across
the state. In addition to treating over 20,000 acres, these projects have reported positive impacts ranging from
adjacent landowners managing weeds on their properties, to state and federal landowners managing weeds near
areas that grant projects are focusing on. Grant recipients have reported increased collaborations with multiple
stakeholders, including private landowners, and county and township highway departments. Furthermore,
focused treatments on targeted weed species with best management practices are reducing weed populations of
targeted species such as Palmer amaranth, non-native phragmites, knotweed, black swallow-wort, oriental
bittersweet, poison hemlock, and wild parsnip.

Historically, counties and municipalities were given the responsibility to enforce the Noxious Weed Law as an
unfunded mandate. Many municipalities are reluctant to levy taxes to fund even modest weed management
programs, and over the years Minnesota has seen the impact caused to farmers and other landowners by
increasing infestations of noxious weeds, such as Palmer amaranth, Canada thistle and wild parsnip.
Municipalities struggle even more with limited means of either enforcing the weed law or implementing a weed
management program. In addition, Tribal nations have been underrepresented in statewide noxious weed and
invasive plant management programs. This situation continues to worsen as climate change has contributed to
the spread of invasive species from southern regions of the U.S. into the upper Midwest.

Successful weed management relies on persistence and continuity. By providing counties and municipalities an
opportunity to develop local weed management programs and continue weed management on the ground,
noxious weed populations are reduced, lowering the threat to human health, livestock, and the environment.
States like Montana, Wyoming, Washington and Oregon have also implemented grant programs to help fund local
weed control efforts. Funding sources for these programs differs, but all states have reported that without grants
to local governments, their state noxious weed laws could not be effectively managed or enforced. Grant funding
allows many local governments to consider developing cost-effective weed control efforts that positively impact
their citizens and industries, especially crop and livestock production.

After funding from the Environment and Natural Resources Trust Fund expires at the end of FY23, the Department
no longer has funds available to make grants for local noxious weed work. From both the experience in Minnesota
during the past five years and that of noxious weed programs in other states, grants to local units of government
to conduct on-the-ground weed control are an integral part of a successful noxious weed program.

Impact on Children and Families:
This proposal does not have an impact in this area.

Equity and Inclusion:

This proposal seeks to detect, control and eradicate noxious weeds and invasive plants in the state
and as such will assist local units of government and Tribal nations rather than individual landowners.
Therefore, any grant award will be a benefit to all citizens. In particular, MDA will prioritize rankings
of grants for local governments and Tribal nations that show equity in their proposal for
underrepresented communities in their jurisdictions. Our past ranking criteria prioritized grant
submissions from Tribal governments and local governments with less than 10,000 residents.

This proposal will have positive impacts on all citizens of Minnesota through protection of existing
native ecosystems and restoration of invaded habitats. There are no negative impacts or unintended
consequences known. MDA has run a similar grant program since 2017 and no negative impacts to
communities have been documented. The grant program has been widely accepted statewide.
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Tribal nations, cities and counties are represented on the Noxious Weed Advisory Committee which
has advocated for grants of this nature.

Tribal Consultation:
Does this proposal have a substantial direct effect on one or more of the Minnesota Tribal governments?

ClYes
XINo

Results:
Part A: Performance measures

Noxious weed grant dollars requested scale to the amount available. Generally speaking, the amount
requested has been twice the amount available. This is an indicator of the need local governments have
for these grants to support weed control efforts and we anticipate this pattern to continue into the
future.

m Noxious Weed Grant Total Ask ($) ® Noxious Weed Grant Total Awards (S)

$1,000,000
$900,000
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Grants have been distributed across the different levels of local governments and organizations. We expect this
pattern to continue into the future where we hope to better engage Tribal nations to also participate in the grant
program.
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If the proposal will require statutory changes, include the statute number here.
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Agriculture

FY 2024-25 Biennial Budget Change Item

Change Item Title: Grants for Farmers Market Hubs

Fiscal Impact ($000s) | FY 2024 | FY 2025 | FY 2026 | FY 2027
General Fund
Expenditures 350 350 0 0
Revenues 0 0 0 0
Other Funds
Expenditures 0 0 0 0
Revenues 0 0 0 0
Net Fiscal Impact = 350 350 0 0
(Expenditures — Revenues)
FTEs 0.25 0.25 0 0
Recommendation:

The Governor recommends $700,000 from the General Fund split between FY 2024 and FY 2025 to create and
implement a new grant program for the growth and expansion of farmers market hubs. Grants will be made
available to farmers markets to start or expand aggregation and food hub services. This recommendation includes
the ability to apply directly costs for administration of the program.

The $700,00 appropriation represents an 8.3% increase over the current combined FY 2022-2023 biennium
Agricultural Marketing and Development appropriation ($8.415 million).

Rationale/Background:

In 2018, Renewing the Countryside, Minnesota Institute for Sustainable Agriculture, and Minnesota Farmers
Market Association received a USDA Specialty Crop Block Grant to pilot six farmers market hubs with a goal of
supporting market development for Minnesota producers and increasing community access to local foods.
Through additional grant support, this pilot has now grown to 11 farmers market hubs across the state. These
farmers market hubs aggregate food products from market vendors to sell to wholesale customers such as
schools, restaurants, and veggieRX programs.

What started as pilot has proven to be a successful and replicable model for strengthening local and regional
markets in Minnesota, to the benefit of both farmers and their communities. While market hubs require less
capital than brick-and-mortar food hubs, they do require funding to establish and operate. This includes
equipment (tents, tables, hand wash stations, scales, and totes), fees for an online ordering platform, staff time
and training, and licenses.

Proposal:

The Governor is recommending $700,000 to establish and administer a competitive grant program for farmers
market hubs in Minnesota. This grant will provide funding to start, sustain, and grow aggregation efforts at
farmers markets. Grants will support a variety of market hub expenses, such as investment in equipment and
infrastructure, staffing, training, and program development.

Impact on Children and Families:

Several existing farmers market hubs provide local food to schools. By providing grant opportunities to expand
market hubs in Minnesota, there will be increased support and infrastructure for Farm to School programs, which
increase children’s access to local food. In addition, hubs can provide consistent supply of local foods to individual
families through online sale platforms.
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Equity and Inclusion:

Farmers markets serve a significant number of Minnesota’s emerging farmers. The MDA expects that this
proposed grant will prioritize projects contributing to the success of emerging farmers including historically
underserved communities, such as, Black, Indigenous, and People of Color, immigrants, women, veterans, persons
with disabilities, young and beginning farmers, LGBTQ+ farmers, and others. Each of our competitive grant
programs prioritize underserved communities, consistent with Office of Grants Management policy.

Tribal Consultation:
Does this proposal have a substantial direct effect on one or more of the Minnesota Tribal governments?

ClYes
XINo

Results:

Farmers markets will evaluate their programs with support from organizations like Renewing the Countryside,
Minnesota Institute for Sustainable Agriculture, and Minnesota Farmers Market Association. The current
measures are based on the 2018-2020 Farmers Market Hubs Sales Summary Report.

Type of Name of Measure Current Date Projected Value | Projected Value Date

Measure Value (without) (with)

Quantity | # of farmers market N/A N/A 0 20 FY 2025
hub grants

Quantity | # of farmers selling 120 2020 160 200 FY 2025
through market hubs

Quantity | S sales through $295,199 | 2020 $350,000 $600,000 FY 2025
farmers market hubs

Statutory Change(s):
No statutory changes will be needed.
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Agriculture

FY 2024-25 Biennial Budget Change Item

Change Item Title: Biofuels Infrastructure Investment

Fiscal Impact ($000s) | FY 2024 | FY 2025 | FY 2026 | FY 2027
General Fund
Expenditures 1,500 1,500 1,500 1,500
Revenues 0 0 0 0
Other Funds
Expenditures 0 0 0 0
Revenues 0 0 0 0
Net Fiscal Impact = 1,500 1,500 1,500 1,500
(Expenditures — Revenues)
FTEs 1 1 1 1
Recommendation:

The Governor recommends an annual base appropriation of $1.5 million beginning in FY 2024 for the Agricultural
Growth, Research, and Innovation (AGRI) Biofuels Infrastructure Financial Assistance Program. These grants help
service stations upgrade their equipment (fuel dispensers, underground tanks, and associated equipment) to be
able to sell blends of gasoline containing 15% or more of ethanol. Grants are to be made to service stations in
Minnesota that are independently owned or belong to chains of 10 stations or less.

This results in an 8.54% increase to AGRI’s FY 2024-2025 base appropriation of $35.106 million.

Consistent with existing AGRI policy, the MDA will use no more than 6.5% of this appropriation for administration
of the grants and outreach to the industry.

Rationale/Background:

According to the Minnesota Department of Commerce, there are 435 retail stations selling E15/Unleaded 88
motor fuel out of approximately 3,100 total retail stations in Minnesota. According to the Minnesota Pollution
Control Agency (MPCA), only 15% of service-station sites were estimated to be compatible with E15/Unleaded 88,
leaving 85% of sites needing equipment upgrades. The MPCA estimates a total cost of bringing Minnesota stations
to E15/Unleaded 88 compatibility to be up to $784 million. The MDA received $6 million in FY 2022-2023 for the
Biofuels Infrastructure Financial Assistance Program which leveraged a $1 million contribution from the
Minnesota Corn Growers Association. Grant applications requesting funds greatly exceeded the $7 million
available for infrastructure upgrades. Additional funds for the Biofuels Infrastructure program are needed to assist
small business owners in making infrastructure upgrades that will make E15/Unleaded 88 and higher ethanol
blends more widely available in Minnesota. Most of the stations with incompatible equipment are independently
owned or belong to small retail chains. The $3 million recommendation per biennium would provide grants to
approximately 20 retail fuel stations to upgrade infrastructure necessary to dispense higher ethanol motor fuel
blends.

Additionally, the EPA recently allowed sale of E15 in Minnesota during the 2022 summer driving season and the
EPA is likely to promulgate rules allowing year-round sales of E15/Unleaded 88 as early as next year.
E15/Unleaded 88 appears to be on its way to becoming the "new normal" and most of the retail fuel stations in
Minnesota have incompatible infrastructure.

Proposal:
This proposal provides grants to retail fuel stations for biofuels infrastructure upgrades necessary to deliver motor
fuel containing 15% ethanol and higher blends (fuel dispensers, underground tanks, and associated equipment).
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The grants we administered during FY 2022-2023 were subject to the following requirements:
e Result in equipment compatible with blends of up to 25% ethanol (E25)
e Be to service stations in Minnesota that are independent stations or are part of chains of 10 stations or
less
e Be limited to 65% of total project cost; and
e Be capped at $199,999.

This proposal complements work of the MDA to promote the use of biofuels, and statutory goals including
petroleum replacement goals (MINN. STAT. 239.7911) and climate goals (the 2007 Next Generation Energy Act). It
is also consistent with November 2020 recommendations made by the Governor’s Council on Biofuels.

Impact on Children and Families:
This proposal has indirect benefits to children and families. Biofuels containing higher ethanol blends have fewer
cancer-causing aromatic and particulate matter emissions thus improving air quality and human health.

Equity and Inclusion:

This proposal indirectly benefits environmental justice areas and overburdened communities. The likelihood of
living in an area with air pollution at a level above health guidelines is higher if you are a person of color,
indigenous, or lower income. Poor air quality from vehicle emissions disproportionately impacts overburdened
communities and communities of color. Biofuels containing higher ethanol blends have fewer cancer-causing
aromatic and particulate matter emissions. Transitioning to higher ethanol blend fuels can improve local air
quality and human health.

Tribal Consultation:
Does this proposal have a substantial direct effect on one or more of the Minnesota Tribal governments?

ClYes
XINo

Tribal governments, communities, and members eligible to apply for many of the AGRI programs. For instance, in
FY 2022, Tribal communities and businesses received Farm to School, Urban Agriculture, Biofuels Infrastructure
Financial Assistance, Good Food Access Program Equipment and Physical Improvement. Of the 44 Biofuel
Infrastructure Grants we awarded in FY 2022-2023, eight grants served Tribal communities. Within our
competitive grant programs, we prioritize projects that meaningfully include or benefit emerging farmers,
including members of Tribal communities.

Results:
Type of Name of Measure Current Date Projected Value | Projected Value Date
Measure Value (without) (with)
Quantity | # of Biofuel Infrastructure | 44 FYs 0 20 FYs 2024-
grants awarded 2022- 2025
2023
# of gas stations selling 435 FY 2022 479 499 FY 2025
E15 or higher blends
Statutory Change(s):
No statutory changes will be needed.
State of Minnesota 64 Revised 2024-25 Biennial Budget

March 2023




Agriculture

FY 2024-25 Biennial Budget Change Item

Change Item Title: Increase Second Harvest Milk Allocation

Fiscal Impact ($000s) | FY 2024 | FY 2025 | FY 2026 | FY 2027
General Fund
Expenditures 250 250 250 250
Revenues 0 0 0 0
Other Funds
Expenditures 0 0 0 0
Revenues 0 0 0 0
Net Fiscal Impact = 250 250 250 250
(Expenditures — Revenues)
FTEs 0 0 0 0

Recommendation:

The Governor recommends an additional base appropriation of $250,000 each year to supplement the existing
grant provided to Second Harvest Heartland (SHH) to purchase milk, protein, and surplus agricultural items
(primarily fresh fruits and vegetables). These funds would be used specifically for milk purchases.

The $500,000 appropriation for FY 2024-2025 represents a 2% increase over the current combined FY 2022-2023
biennium Administration and Financial Assistance appropriation ($24.906 million).

Rationale/Background:

Milk is one of the most in demand foods at food shelves. In 2022, SHH did a series of listening session and the
need for additional milk was a frequent theme throughout them. The current $600,000 appropriation used to
cover about six months of milk. However, with rising food prices, the appropriation now only covers
approximately four months of milk for Minnesota food shelf partners.

Proposal:

This program would build off the existing General Fund appropriation to SHH (on behalf of all Feeding America
food banks serving Minnesota) to purchase milk, meat, and surplus agricultural items (mostly fruits and
vegetables). In FY 2022 and 2023, $1.7 million was granted each year. Of that amount, at least $600,000 had to be
used on milk purchases. This proposal would increase the minimum milk purchase to $850,000 each year.

Existing rider language requires that milk be purchased from Minnesota milk processors and based on low-cost
bids.

Consistent with the existing SHH appropriation, this request includes administrative costs of 2% for SHH.

Impact on Children and Families:

The MDA anticipates this program will have a positive impact on children and families. In 2021, Minnesotans
made 3,632,243 visits to food shelves. According to Hunger Solutions, 1,265,599 of the visits were made by
children.

Equity and Inclusion:
The MDA expects that this program will contribute to reducing inequities for targeted populations.
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Tribal Consultation:

Does this proposal have a substantial direct effect on one or more of the Minnesota Tribal governments?

[lYes
No
Results:
Type of Name of Measure Current Date Projected Value | Projected Value Date
Measure Value (without) (with)
Quantity | $ of Milk Purchased $600,000 FY 2022 $600,000 $850,000 FY 2024
Quality # of Months Milk 6 FY 2021 4 6 FY 2024
Available to Food
Shelves
Statutory Change(s):

No statutory changes will be needed.
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Agriculture

FY 2024-25 Biennial Budget Change Item

Change Item Title: Aid to County and District Agricultural Societies and Association

Fiscal Impact ($000s) | FY 2024 | FY 2025 | FY 2026 | FY 2027
General Fund
Expenditures 200 200 200 200
Revenues 0 0 0 0
Other Funds
Expenditures 0 0 0 0
Revenues 0 0 0 0
Net Fiscal Impact = 200 200 200 200
(Expenditures — Revenues)
FTEs 0 0 0 0
Recommendation:

The Governor recommends an increase of $200,000 annually to increase the aid to eligible county and district
agricultural societies and associations. This program has a base appropriation of $474,000. This change item
represents a 42.2% increase to the program.

Rationale/Background:

County and district agricultural societies and associations, typically county fairs, meeting a set of criteria defined
in law under Minnesota Statute 38.02 may submit a statement of premium allocations and receive aid for cash
awards paid to exhibitors for the merit of an exhibit of livestock, livestock products, grains, fruits, flowers,
vegetables, articles of domestic science, handicrafts, hobbies, fine arts, other products of a creative nature, and
articles made by school pupils, or the cash award paid to the merit winner of events such as 4H Club or Future
Farmer contests, youth group contests, school spelling contests and school current events contests.

The issue that if the total amount of state aid to which the agricultural societies and associations are entitled
exceeds the amount of the appropriation, the amounts paid to eligible societies or associations is prorated so that
the total payments by the state will not exceed the appropriation. An increase to the appropriation greatly
reduces the risk of agricultural societies and associations aid payments being reduced.

Proposal:
This proposal increases the existing appropriation by $200,000 to provide a total of $647,000 in aid to agricultural
societies or associations. Aid payments are computed as follows:

e The first $750 premiums paid by each society or association at the last fair held, the society or association

shall receive 100 percent reimbursement;

e The second $750 premiums paid, 80 percent;

e The third $750 premiums paid, 60 percent; and

e Any sum in excess of $2,250, 40 percent.

Impact on Children and Families:
The aid funding, in part, is provided to agricultural societies and associations for youth awards for merit of an
exhibit or for youth group contests such as school spelling contests and school current events contests.

Equity and Inclusion:
This proposal does not have an impact related to equity and inclusion.
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Tribal Consultation:
Does this proposal have a substantial direct effect on one or more of the Minnesota Tribal governments?

ClYes
XINo

IT Costs
This is not an IT related proposal.

Statutory Change(s):
No statutory changes will be needed.
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Agriculture

FY 2024-25 Biennial Budget Change Item

Change Item Title: Expanded International Trade Support

Fiscal Impact ($000s) | FY 2024 | FY 2025 | FY 2026 | FY 2027
General Fund
Expenditures 150 150 150 150
Revenues 0 0 0 0
Other Funds
Expenditures 0 0 0 0
Revenues 0 0 0 0
Net Fiscal Impact = 150 150 150 150
(Expenditures — Revenues)
FTEs 1 1 1 1
Recommendation:

The Governor recommends $150,000 as a base appropriation each year beginning in FY 2024 from the General
Fund for international trade. Funding will support a full time International Trade Representative based at the
Minnesota Department of Agriculture (MDA) for trade missions and international marketing support.

The results in a 3.57% increase over the current combined FY 2022-2023 biennium Agricultural Marketing and
Development appropriation ($8.415 million).

Rationale/Background:

Demand for the MDA'’s international marketing services has outgrown our capacity to provide services to farmers
and value-added processors and the MDA is unable to capitalize on new market development opportunities.
Without increased staff capacity, many of these market opportunities will be lost to producers and processors
from other states or countries.

Minnesota agricultural exports have increased by 118 percent since 2010, from $6.1 billion to $7.2 billion in 2020.
Minnesota is ranked 4th in the nation in total agricultural exports. To ensure this trends continues, additional
resources are required to maintain quality programming to producers, processors and companies around the
state.

The MDA needs more resources to keep up with industry and trade trends, communicate with our state’s food
and agricultural companies, and execute current marketing efforts including education, host Minnesota Pavilions
at global trade shows, and conduct inbound and outbound trade missions.

This proposal is designed to augment existing resources around marketing and trade. The MDA seeks to expand
services with the growing momentum around food, agriculture, and trade in Minnesota. If this request is not
funded, small to medium sized businesses will not receive vital marketing services necessary to give their products
visibility and receive connectivity to markets. Consequently, they will not be able to expand, create job growth,
and in a worst-case scenario, may go out of business.

Proposal:

This proposal will add one FTE to the Ag Marketing and Development Division dedicated to international trade
opportunities. Our programmatic capacity will be expanded by attending at least two international tradeshows,
serving additional exporting companies, developing business in new markets, and providing export education to
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companies new to exporting. This position will also leverage federal dollars available through Food Export of the
Midwest.

Impact on Children and Families:
The MDA does not anticipate this proposal having a direct impact on children and families.

Equity and Inclusion:

None of these groups are specifically impacted by the proposal. The MDA will recruit from diverse sources when
hiring and build on existing relationships with diverse farming communities. We do not anticipate any adverse
impacts on any of the groups.

Tribal Consultation:
Does this proposal have a substantial direct effect on one or more of the Minnesota Tribal governments?

(lYes
XINo

Results:

The new proposed investment will build on the success of our existing portfolio of trade shows, trade missions
and reverse missions to create additional jobs and economic growth with a modest level of additional public
investment.

Type of Name of Measure Current Date Projected Value | Projected Value Date

Measure Value (without) (with)

Quantity | Increase in actual $500,000 | 2021 $500,000 $1,000,000 2025
sales

Quantity | Increase in projected | $750,000 | 2021 $750,000 $1,500,000 2025
sales

Quantity | Number of 1 2021 1 3 2025
Minnesota pavilions
at international trade
shows

Statutory Change(s):

No statutory changes will be needed.
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Agriculture

FY 2024-25 Biennial Budget Change Item

Change Item Title: Extending the Agricultural Growth, Research, and Innovation (AGRI) Program
Sunset Date

Fiscal Impact ($000s) | FY 2024 | FY 2025 | FY 2026 | FY 2027
General Fund
Expenditures 0 0 17,582 17,582
Revenues 0 0 0 0
Other Funds
Expenditures 0 0 0 0
Revenues 0 0 0 0
Net Fiscal Impact = 0 0 17,582 17582
(Expenditures — Revenues)
FTEs 0 0 9 9

Recommendation:

The Governor recommends extending the sunset date of the Agricultural Growth, Research, Innovation (AGRI)
program statute (MINN. STAT. 41A.12) from June 30, 2025 to June 30, 2035. Without the extension, there would
be no legal authority to operate the program.

Rationale/Background:

The Minnesota Legislature established the Agricultural Growth, Research, and Innovation (AGRI) Program (MINN.
STAT. 41A.12) in 2009 to promote the advancement of the state’s agricultural and renewable energy industries.
The statute authorizes the Commissioner of Agriculture to issue grants, loans, and other types of financial
assistance for activities including, but not limited to grants to livestock producers under the Livestock Investment
Grant Program (MINN. STAT. 17.118); grants for the installation of biofuel blender pumps; and financial assistance
to support other rural economic infrastructure activities.

Through AGRI, the MDA implements roughly a dozen separate grant programs annually. In FY 2022, programs
included the Production Incentive Programs (MINN. STAT. 41A.16-41A.19), Biofuels Infrastructure Grants, County
Fair Grants, Crop Research Grants, Farm to School Grants, Good Agricultural Practices/Good Handling Practices
(GAP/GHP) Certification Cost-Share, Good Food Access Program (GFAP) Equipment and Physical Improvement
Grants (MINN. STAT. 17.1017) , GFAP Technical Assistance Grants (MINN. STAT. 17.1017), Livestock Investment
Grants (MINN. STAT. 17.118), Meat, Poultry, Egg, and Milk Processing Grants, New Markets Development Cost-
Share, Sustainable Agriculture Demonstration Grants (MINN. STAT. 17.114), Urban Agriculture Grants, and Value-
Added Grants.

Funding for these programs comes through annual General Fund appropriations. Without action, the authority to
expend funds through these appropriations will expire on June 30, 2025.

Proposal:
This proposal extends the Agricultural Growth, Research, Innovation (AGRI) program sunset date from June 30,
2025 to June 30, 2035 through a change to (MINN. STAT. 41A.12, subd. 4).

Impact on Children and Families:

The FY 2022-2023 budget rider provides “up to” amounts for the programs that have the most direct impact on
families and children, such as Farm to School, Good Food Access, and Urban Agriculture; we have consistently
funded these programs at the maximum allowable amounts.
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Equity and Inclusion:

Many AGRI grants prioritize projects contributing to the success of emerging farmers including historically
underserved communities, such as, Black, Indigenous, and People of Color, immigrants, women, veterans, persons
with disabilities, young and beginning farmers, LGBTQ+ farmers, and others. Each of our competitive grant
programs prioritize underserved communities, consistent with Office of Grants Management policy.

Tribal Consultation:
Does this proposal have a substantial direct effect on one or more of the Minnesota Tribal governments?

ClYes
XINo

Tribal governments, communities, and members eligible to apply for many of the AGRI programs. For instance, in
FY 2022, Tribal communities and businesses received Farm to School, Urban Agriculture, Biofuels Infrastructure
Financial Assistance, Good Food Access Program Equipment and Physical Improvement. Within our competitive
grant programs, we prioritize projects that meaningfully include or benefit emerging farmers, including members
of Tribal communities.

Results:

The MDA publishes an annual legislative report each year to report on results for each of the grant programs
funded by AGRI. This legislative change will allow these programs to continue at their current funding levels
through June 30, 2035. Without this legislative change all of these programs would cease to exist after June 30,
2025.

Statutory Change(s):
MINN. STAT. 41A.12, subd. 4 will need to be amended to reflect the new sunset date.
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Agriculture

FY 2024-25 Biennial Budget Change Item

Change Item Title: Bioincentive Program Increased Funding

Fiscal Impact ($000s) | FY 2024 | FY 2025 | FY 2026 | FY 2027
General Fund
Expenditures 2,500 2,500 5,000 5,000
Revenues 0 0 0 0
Other Funds
Expenditures 0 0 0 0
Revenues 0 0 0 0
Net Fiscal Impact = 2,500 2,500 5,000 5,000
(Expenditures — Revenues)
FTEs 0.1 0.1 0.2 0.2
Recommendation:

The Governor recommends a $2.5 million increase in the base appropriation in FY 2024 and 2025 and a $5 million
increase in the base appropriation beginning in FY 2026 to supplement the Agricultural Growth, Research, and
Innovation (AGRI) Bioincentive Programs.

This results in a 14.24% increase to AGRI’s FY 2024-2025 base appropriation of $35.106 million.

Consistent with existing AGRI policy, the MDA requests up to 6.5% of this appropriation for administration of the
grants and outreach to the industry.

Rationale/Background:

The purpose of the Bioincentive Programs is to spur private investment in production of advanced biofuels,
renewable chemicals, and biomass thermal energy. These successful programs are supported by a broad coalition
of partners including the Bioeconomy Coalition of Minnesota and have statewide impact. However, claims for
incentive payments greatly exceed funds appropriated for payments. In FY 2022, claims were over $7.5 million,
exceeding the $4.5 million appropriation by over $3.0 million. In 2022, the legislature increased the annual
appropriation to $5.75 million, although a substantial shortfall is still expected. The proposed increase of $2.5
million per year (to total $8.25 million per year) will reduce, but not eliminate, the shortfall. Fully funding the
Bioincentive Programs is one of the recommendations of the Governor's Council on Biofuels. Representatives of
bioproduct industries have also advocated for fully funding the Bioincentive Programs in previous legislative
sessions.

Proposal:

This proposal is a change to the Bioincentive Programs which were established by the Legislature during the 2015
session to encourage commercial-scale production of advanced biofuels, renewable chemicals, and biomass
thermal energy through production incentive payments (MINN. STAT., sections 41A.16-41A.18 and 41A.20).

Bioincentive payments are available for four types of production: advanced biofuels, renewable chemicals,
biomass thermal energy, and siding. Payment rates are established by statute. Also established by statute are
criteria for minimum production levels, and standards for the sourcing of the biomass feedstock. A minimum of
80% of the biomass must be obtained (“sourced”) from Minnesota, and there are standards for harvest of forestry
and agricultural cellulosic (i.e., fibrous material, such as wood or plant stalks) biomass intended to protect natural
resources and the environment.

State of Minnesota 73 Revised 2024-25 Biennial Budget
March 2023



Funding for the Bioincentive Programs is from the AGRI program appropriation. Funds appropriated from AGRI for

the Bioincentive Program are shown below in Table 1.

Table 1 Bioincentive Program appropriations

Biennium Year 1 Year 2
2016-2017 $500,000 $1,500,000
2018-2019 $1,500,000 $1,500,000
2020-2021 $2,500,000 $2,500,000
2022-2023 $4,500,000 $4,5000,000
2024-2025 S$5,750,000 $5,750,000

The $5,750,000 shown per year for FY 2024-2025 reflects an increase in the base amount for the Bioincentive
Program allocation contained in the 2022 appropriation language.

There have now been claims in six fiscal years of the Bioincentive Program. Details of reimbursements made to
date are summarized in Table 2 by fiscal year and production type.

Table 2. Program reimbursement by production type for FY2017-FY2023 Quarter 1

Fiscal Year Production Tvbe Amount Amount Amount Amount Not
(FY) YPE | Claim (unlt) Claimed (s) Paid (s) Paid (s)

FY17 Advanced Biofuel MMBtu

FY17 Renewable Chemical 986,636 Pounds $29,599 $29,599 SO
FY17 Biomass Thermal 0 MMBtu S0 S0 S0
Total FY17 $29,599 $29,599 SO
FY18 Advanced Biofuel 0 MMBtu S0 S0 S0
FY18 Renewable Chemical 3,234,517 Pounds $97,036 $97,036 SO
FY18 Biomass Thermal 3,589  MMBtu $17,945 $17,945 SO
Total FY18 $114,981 $114,981 SO
FY19 Advanced Biofuel 0 MMBtu SO SO SO
FY19 Renewable Chemical 23,150,019 @ Pounds $1,291,385 $1,264,495 $26,890
FY19 Biomass Thermal 47,100 MMBtu $235,505 $235,505 SO
Total FY19 $1,526,890 $1,500,000 $26,890
FY20 Advanced Biofuel 129,519 MMBtu $1,254,058 $435,706 $818,352
FY20 Renewable Chemical 20,653,952 | Pounds $3,417,802 $1,739,672 $1,678,130
FY20 Biomass Thermal 65,815  MMBtu $397,304 $324,623 $72,682
Total FY20 $5,069,164 $2,500,000 $2,569,164
FY21 Advanced Biofuel 851,192  MMBtu $1,792,015 $761,052 $1,030,963
FY21 Renewable Chemical 69,424,661 Pounds $4,165,480 $1,438,001 $2,727,478
FY21 Biomass Thermal 69,086  MMBtu $345,431 $300,946 $44,485
Total FY21 $6,302,926 $2,499,999 $3,802,926
FY22 Advanced Biofuel 1,320,201 = MMBtu $2,779,420 $1,458,565 $1,320,854
FY22 Renewable Chemical 69,684,633 | Pounds $4,181,078 $2,550,498 $1,630,580
FY22 Biomass Thermal 174,609 MMBtu $873,046 $397,185 $475,861
Total FY22 $7,833,544 $4,406,248 $3,427,295
Fy23 Q1 Advanced Biofuel 486,536  MMBtu $1,024,304 $1,024,304 SO
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Fiscal Year Production Tvbe Amount Amount Amount Amount Not
(FY) yp Claim (unit) Claimed (S) Paid ($) CET (S)

FY23 Q1 Renewable Chemical 26,450,733 @ Pounds $1,587,044 $1,587,044

Fy23 Q1 Biomass Thermal 60,931 | MMBtu $304,656 $304,656 $0
Total FY23 Q1 $2,916,003 $2,916,003 SO
Grand Total $23,793,107 $13,966,831 $9,826,275

Impact on Children and Families:

This proposal will indirectly benefit children and families because, in general, bio-based fuels, chemicals, and
thermal energy from biomass have lower emissions of carbon and air pollutants than petroleum-based fuels,
chemicals, and energy.

Equity and Inclusion:

This proposal will indirectly benefit people of color and Native Americans because these groups are
disproportionately affected by pollution and, in general, bio-based fuels, chemicals, and thermal energy from
biomass have lower emissions of carbon and air pollutants than petroleum-based fuels, chemicals, and energy.

Tribal Consultation:
Does this proposal have a substantial direct effect on one or more of the Minnesota Tribal governments?

ClYes
XINo

Results:
The following numbers are based on existing participants in the program.

Type of Name of Measure Current Date Projected Value | Projected Value Date

Measure Value (without) (with)

Quantity | Advanced Biofuel 1,412,977 | FY 2022 | 2,500,000 2,500,000 FY 2024
Production in
MMBtu
Renewable Chemical | 69,684,635 | FY 2022 | 185,833,000 185,833,000 FY 2024
Production in pounds
Biomass Thermal 174,609 | FY 2022 | 175,000 175,000 FY 2024
energy production in
MMBtu

Results S Value of unpaid $4,601,059 | FY 2022 | $8,838,240 $6,338,240 FY 2024
production claims
per FY

Statutory Change(s):

No statutory changes will be needed.
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Agriculture

FY 2024-25 Biennial Budget Change Item

Change Item Title: Climate Implementation Coordinator Position

Fiscal Impact ($000s) | FY 2024 | FY 2025 | FY 2026 | FY 2027
General Fund
Expenditures 150 150 150 150
Revenues 0 0 0 0
Other Funds
Expenditures 0 0 0 0
Revenues 0 0 0 0
Net Fiscal Impact = 150 150 150 150
(Expenditures — Revenues)
FTEs 1 1 1 1
Recommendation:

The Governor recommends a $150,000 annual base appropriation beginning in FY 2024 to establish a new climate
implementation coordinator position within the MDA.

The results in a 3.57% increase over the current combined FY 2022-2023 biennium Agricultural Marketing and
Development appropriation ($8.415 million).

Rationale/Background:
Like other sectors of Minnesota’s economy, agriculture both affects and is affected by climate change.

Minnesota’s agricultural and working lands are impacted by a changing climate, including more frequent and
more intense heavy rainfall events as well as droughts. These changes have adverse effects, such as delay or
prevention of planting, damage to crops, heat stress in livestock, and increased erosion and sedimentation.

Minnesota’s agricultural sector emits greenhouse gases (GHGs) that contribute to climate change, including
potent GHGs such as methane and nitrous oxide (NO2). However, agricultural producers and land managers have
the unique opportunity to adapt to climate change and mitigate GHG emissions by implementing best
management practices that store carbon in the soil and contribute to climate-resilient landscapes. Minnesota’s
natural and working lands, including agriculture, forestry, grasslands, and wetlands and peatlands, increase
carbon storage through improved soil health and management practices. Additionally, Minnesota crops and forest
resources are used as feedstocks for advanced biofuels and bioproducts that replace petroleum products, further
reducing GHG emissions.

Minnesota released the Climate Action Framework (CAF) in September 2022. This framework is Minnesota’s next
step in responding to climate change and includes an ambitious set of goals and initiatives for MDA and sister
agencies. Leading with action is paramount to MDA’s work to create climate-smart natural and working lands and
reduced GHG emissions from the agricultural sector. The MDA plays a pivotal role in the following CAF initiatives:
e Creating resilient landscapes and cropping systems that can adapt to the effects of climate change
e Promoting healthy soils and farmland through soil health and nutrient management practices that reduce
GHG emissions and enhance carbon storage, water quality, and habitat
e Developing multipurpose water storage and management practices that protect farmland, water
supplies, and infrastructure
e Investing in emerging crops, bioproducts, and local economies by supporting emerging agricultural and
forestry technologies and products that reduce waste, create jobs, and expand economic opportunities
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Proposal:
While staff across the agency are actively working on climate-related issues and challenges, effectiveness and
efficiency of public investment would be improved by a dedicated position focused on coordinating climate policy
and action. A climate implementation coordinator will be instrumental in:
e Coordinating activities among MDA staff and counterparts in other agencies to make measurable progress
towards goals outlined in the CAF.
e Tracking and responding to legislation and other policy initiatives.
e Developing strategic partnerships with industry, the private sector, and NGOs.
e Coordinating efforts seeking federal funding for climate-related initiatives. For example, the Infrastructure
Investment and Jobs Act (IIJA) and Inflation Reduction Act (IRA) both contain funding opportunities for
states on climate adaptation and mitigation efforts.

Impact on Children and Families:

This proposal directly benefits children and families by acting on the climate challenges facing Minnesota today.
The Intergovernmental Panel on Climate Change issued a “code red” for humanity last year, saying that urgent
action is required to ward off the worst consequences of global warming. This proposal will accelerate the
agency’s implementation of initiatives outlined in the CAF and will benefits current and future generations of
Minnesotans.

Equity and Inclusion:

The MDA acknowledges and addresses inequitable and inaccessible systems that contribute to some communities
experiencing disproportionate climate change impacts. The climate implementation coordinator would work
within the MDA and across other agencies to ensure equitable distribution of the costs and benefits of climate
action now and to future generations.

Tribal Consultation:
Does this proposal have a substantial direct effect on one or more of the Minnesota Tribal governments?

[lYes
No
Results:
Type of Name of Measure Current Date Projected Value | Projected Value Date
Measure Value (without) (with)
Quantity | # of federal grant 0 FY 2022 0 3 FY 2024
applications
submitted
Result Reduce annual GHG 0% FY 2022 0% -25% FY 2036

emissions in the
working lands sector
from 2018 levels

Result Increase carbon 0 FY 2022 0% +25% FY 2036
storage in natural
and working lands
compared to 2014-
2018 levels

Statutory Change(s):
No statutory changes will be needed.

State of Minnesota 77 Revised 2024-25 Biennial Budget
March 2023



Agriculture

FY 2024-25 Biennial Budget Change Item

Change Item Title: Clean Water Fund- Monitoring for Pesticides in Surface Water and Groundwater

Fiscal Impact ($000s) | FY 2024 | FY 2025 | FY 2026 | FY 2027
General Fund
Expenditures 0 0 0 0
Revenues 0 0 0 0
Other Funds
Expenditures 350 350 0 0
Revenues 350 350 0 0
Net Fiscal Impact = 0 0 0 0
(Expenditures — Revenues)
FTEs 2.04 2.04 0 0
Recommendation:

The Governor recommends a $700K FY2024-25 Clean Water Fund appropriation for the Monitoring of Pesticides
in Surface Water and Groundwater will provide ongoing pesticide monitoring support for the Minnesota
Department of Agriculture (MDA) Laboratory. This funding provides increased capability and greater capacity for
pesticides water samples and allows for cooperative projects with other agencies including MPCA, MDH and Tribal
partners. Funding is used to support staff positions in the MDA Laboratory to process and analyze an increased
number of pesticide samples along with equipment and supplies.

This proposal represents 1% of the Minnesota Department of Agriculture’s (MDA) Clean Water Fund request for
FY24-25.

Rationale/Background:

This program activity provides support for the laboratory analysis of pesticides in surface water and groundwater
samples. The results of those tests are compared with water quality benchmarks and standards to assess water
quality condition. Pesticides are frequently detected in surface water and groundwater and can result in surface
water impairments and pose a risk for drinking water. Having reliable long-term data about pesticides in surface
water and groundwater is extremely important for informed decision-making to protect human health and the
environment. These are ongoing issues of public concern. Long-term pesticide monitoring allows for the
evaluation of trends to protect water quality based on monitoring results. The majority of funding for pesticide
analysis at the MDA Laboratory is provided by fees paid on pesticide sales. The Clean Water Funding has
enhanced the program and allowed the MDA pesticide monitoring program to become one of the most
comprehensive programs in the nation.

This proposal is recommended and supported by the Clean Water Council.

Proposal:

This request is a continuation of funding for the MDA Laboratory to provide greater capacity to continue to
effectively monitor the waters of the state for pesticides. Having reliable long-term data on concentration trends
for pesticides in surface water and groundwater is extremely important for informed decision-making. These are
ongoing issues of public concern. This funding provides increased capability and greater capacity for pesticides
water samples and allows for cooperative projects with other agencies including MPCA, MDH and Tribal partners.
The funding is used primarily to support approximately 2 FTE to manage and analyze water samples in the
laboratory. Some of the funding is also used for lab supplies and equipment maintenance.
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Impact on Children and Families:

Monitoring for pesticides in surface and groundwater is important to protect children and families because
monitoring results provide information on whether the water is safe for consumption or other recreational or
contact uses. Clean Water Fund activities must be spent to protect, enhance, and restore water quality in lakes,
rivers, and streams and to protect groundwater from degradation. These activities protect public health and
thereby help to ensure that children and families have access to safe and reliable water sources. By tracking
pesticide con