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Re: Supplemental Budeet Items, Errata and Omissions to the Governor's 2002-03
' Biennial Budget Change Order #1 (Agency Budget revisions, excluding Health &
Human Services, Children, Families and Learning, and State & Local Finance)

This is to advise you and your colleagues that we will follow the same procedures used in previous
biennia for transmitting changes to the Governor's Budget.

Only changes submitted under my signature should be considered as official changes in the
Governor's Budget. This procedure is necessary to ensure control over the General Fund Balance
as well as eliminate confusion regarding the Governor's Recommendations. This process has’
worked well in past legislative sessions.

Sufficient detail is provided for clarification of errata, omission or change and reference to the
appropriate budget page. New numbers and language were inserted while deleting old
inappropriate language or references on the budget narrative pages. New or revised pages have
been copied with original budget data remaining on the opposite page side to allow for ease in
inserting and removal of pages into the budget books.

Any revisions to the language originally submiitted to implement the Governor’s budget will be sent
under a separate cover to the appropriate committee chairs.

As always, please feel free to contact the appropriate executive budget officer or team leader for
further clarification of these changes.
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Please find the following pége updates:

Higher Education Budget Book:

Higher Education Services Office
Pages B-8, B-13, B-30, B-31, B-41 and B- 43 were rev1sed to reallocate MN College Savings Plan
to Intervention Investment Grant

University of Minnesota: : '

Pages B-89, B-91, B-127, B-134 and B-135 were revised for a decrease in the forecasted tobacco
receipts from the Med1cal Education Research fund, affectmg the Umver51ty s fundlng for the
Academlc Health Center.

Environment & Natural Resources Budget Book:

Pollution Control Agency:

Pages D-7, D-17, D-19, D-20, D-71 and D-79 were revised to update the forecast for the latest
Federal fund receipt estimates and related expenditures. Federal fund receipts and expenditures
were increased by $503.0 for FY 2002 and FY _2003 for the Great Lakes Program.

Page D-17 was revised for forecast changes to the Env1ronmental Solid Waste and Closed Landfill
Investment fund.

Pages D-7, D-45, D-53, D-71 and D-87 were revised to update for forecast related expenditures
mostly due to the Superfund projections. Statutory expenditures:in the Environmental fund were
decreased by ($731.0) for FY 2001, increased by $1,825.0 for FY 2002 and decreased by $(204.0)
for FY 2003.

Pages D-7, D-71, D-87 and D-88 were revised to update for forecast related expenditures.

. Expenditures in the Solid Waste fund were decreased by $(15 722.0) for FY 2001, $(9,031.0) for

FY 2002 and increased by $3,848.0 for FY 2003.

Pages D-7, D-71 and D-88 were revised to correct an error on the funding type for Solid Waste.
The construction spending should have been coded Statutory instead of Open Appropriations.

Page D-54 was revised to correct a FY error in the Governor’s recommendation narrative.

Page D-82 was revised to correct a typo in the Basin Monitorfi_ng change item.



Office of Environmental Assistance:
Pages D-97 and D-107 were revised to reflect forecast expenditures. Expenditures decreased in the
Environmental Fund by $(254.0) for FY 2001. '

Pages D-97 and D-115 were revised due to an error under-Financing by Fund. Environmental
funding was shown as an Open Appropnatlons and should have been coded as Statutory
Appropriations. :

Department of Natural Resources

The decision was made to reprint the entire Department of Natural Resources’ budget for insertion
into the Environmental & Natural Resource budget book due to the volume of changes. Remove
the entire agency budget pages and insert the new pages. Pages that were changed are marked
revised. The pages listed below are the revised page numbers. -

Page D-141 was revised to correct a typographical error in the last sentence.

Page D-144 was revised to add a 2" bullet with explanation under the Governor’s
Recommendations for the Game and Fish Fund.

Page D-145 and D-146 was -‘revised because fiscal changes listed below impact the agency
summary page. Also, D-146 was revised to correct FTE.

Pages D-149, D-233 & D-235 were revised to show one-time increase in spending for FY 2002 of
$970.0 in the Game and Fish Fund for Wildlife Conservation and Restoration. Dollars will be
matched with Lottery receipts. Pages were revised because of a one-time increase in
Pitman/Robertson receipts of $970.0 for FY 2002.

Pages D-153, D-198, D-215, and D-263 were revised to reflect changes to the forecasted Lottery

* receipts of $(206.0) for FY 2001, $(86.0) for FY 2002 and $85.0 for FY 2003-05 in the Natural
Resources fund.

Pages D-153, D-222, D-228, D-234 and D-240 revised to reflect changes to the forecasted Lottery
receipts of $(206.0) for FY 2001, $(86.0) for FY 2002 and $85.0 for FY 2003-05 in the Game and
Fish fund.

Pages D-154, D-158 and D-260 were revised because of a one-time increase in Coastal
Stewardship (CARA) federal receipts of $1, OOO 0 for FY 2002

Pages D-154 & D-189 were revised to.add out state receipts that were omitted of $1,107.0 for FY
2000 and $1,500.0 for FY 2001-05 in the Special Revenue fund.

Page D-155, 2" bullet (bottom left side). Text was revised from $1.5 million to $2.5 million.
Page D-158, FY 2002 column was revised to reflect text change on page D-155.

Page D-166, wrong fund was listed under expenditures, should have been Environmental Fund.



Pages D-171, D-145 and D-146 were revised to reflect forecast changes of $1,332.0 for FY 2002,
$1,343.0 for FY 2003, $1,357 for FY 2004 and $1,368 for FY 2005 in the General fund. The FY
2001 change of $(4,425.0) to the General fund was due to an error in the estimated timing of PILT
- increase. ' ‘ ‘

Pages D-171, D-145 and D-146 were revised to increase General fund spending by $40.0 in FY
2002 and FY 2003 because the November forecast omitted Marshall County costs.

Page D-172 was revised to correct FY 2001 FTE.

Page D-177, 3™ bullet under Program profile, text eliminated, removed Minnesota Conservation
Corp, pie chart revised to reflect move of budget activity to Operations Support program.

Page D-178, Governor’s recommendation was revised to reflect budget activity move.

Page D-179, Youth Programs Budget Activity was moved to the Operations Support program, and
a rounding error corrected.

Page D-185, $247.0 was moved to Parks for Forest Campground security costs.

Page D-186 was revised to correct receipts in FY 2002 and FY 2003 that should be reported on
page D-198.

Pages D-191 through D-194 (old pages) were moved to new pages D-265 through D-268.

Page D-196 was revised to add LAWCON change item language to the Governor’s
recommendation. - -

Pages D-197 and D-198 were revised to add $247 from Forestry for campground security, add
campground revenues and changes fund abbreviations.

Pages D-197 and D-198a were revised to show an increase in Expenditures of $404.0 for FY 2002
and $340.0 in FY 2003 from the Minnesota Resources Fund that LCMR makes recommendations
. for. D-198a is a new change item page.

Page D-201 was revised to change fund abbreviations.

Page D-222 was revised to correct FY 2001-03 FTE in the both the base and the Governor’s
Recommendation.

Page D-227 was revised to increase open appropriation General fund spending by $36.0 in FY2002
and FY2003 because the November forecast omitted some costs.

Page D-228 was revised to correct FY 2001-03 FTE in both base and Governor’s recommendation.



Page D-232 was revised to add the Wildlife Conservation and Restoratlon change item to the
Governor’s Recommendation.

Page D-233 was rev1sed for Fi 1nanc1ng by Fund and fiscal year correction. Also, change.item fund
abbreviations were changed. '

Page D-234 was revised to correct F'Y 2001-03 FTE in both the base and Governor’s
recommendation.

Page D-235 was revised to add anew change item narrative for CARA funds.
Page D-239 was revised to correct a change item fund abbreviation.

Page D-240 was revised to correct FY 2001-03 FTE in both the base and Governor’s
recommendation.

Page D-241 Operations Support program narrative was revised to reflect the addition of the Youth
Programs budget activity to this program. Pie chart was revised to reflect the addition of the Youth
Programs budget activity to this program.

Page D-244 was revised to add Oliver Kelly Farm project to Governor’s recommendation.

Pages D- 245 and D-246 were revised to reflect the addltlon of Youth Programs budget activity and
changes to LCMR project financing.

Page D-249 was revised to correct FY 2001-03 FTE in both the base and Governor’s
recommendation.

Page D-253 was revised to correct a change item fund abbreviation.
Page D-257 pie chart was revised to add General fund.
Page D-259 was revised to correct a change item fund abbreviation.

Page D-2‘607W3S revised to correct FY 2001-03 FTE in both the base and Governor’s
recommendation and federal funds related to the change item on page D-232 was added.

Page D-263 was revised to correct an LCMR change item funding source and to correct change
item fund abbreviations.

Pages D-265 through D-268 were marked revised because of the Youth Programs budget activity A
was moved to the Operations Support program from the Forest Management program.



Department of Agriculture:

Pages D-307, D-312, D-314, D-315, D-321, D-325, D-326 D-331, D-332, D-349, D-350, D-353
and D-354 were revised to update the forecast for the latest Federal fund receipt estimates and
related expenditures. Federal fund receipts and expenditures were increased by $5.0 for FY 2001,
$164.0 for FY 2002, $114.0 for FY 2003, $14.0 for FY 2004 and $14.0 for FY 2005.

Pages D-307, D-322 and D-326 were revised to correct FTE errors.
Pages D-321, D-325, D-331, D-341, D-349 and D-353 were revised to correct a fund abbreviation.

The fund shown for change items was displayed as Special Revenue and should have been the
Agnculture Fund.

| Pages D-307, D-349, D- 350 D-353, and D-354 were updated to reflect revised forecast

expenditures related to the General fund Ethanol Open Appropriation. Expenditures are decreased
by $(1,705.0) for FY2001, increased by $14.0 for FY 2002, increased by $19.0 for FY 2003,
increased by $11.0 for FY 2004 and increased by $1,345.0 for FY 2005.

Pages D-307, D-349 and D-367 were revised to move all the funding for the LCMR change item to
the first year of the biennium. The integrated pest management in schools projects was all moved to
FY 2002 now $180.0. This increases MNR fund expenditures by $68.0 in FY 2002 and decreases

FY 2003 by $ (68.0).

Animal Health Board:

Page D-389 was revised to reflect Federal recelpts of $260 0 for FY 2002 and $263.0 for FY
2003. This was an error; the expenditures had been included in the budget. Second, object of
expenditure classification was changed on the Care Reallocation Change Item, causing the

expenditure to now be displayed under state operations.

Economic Development Budget Book:

Department of Trade and Economic Development:
Pages E-14, E-61 and E-63, forecast change caused updated revenue amounts for the Special
Revenue fund. The revenue changes were only to the Special Revenue fund.

PagesE-65 & E-66 were revised.

Pages E-6, E-7, E-8, E-18, E-70, E-71 and E-73 were revised to include a new change item for
Transition Team funding for workforce development reorganization. This change items is for one-
time General fund spending of $250.0 for FY 2002.

Minnesota Technology Inc:
Pages E-78, E-79, E-83 & E-87 was revised to update revenue estimates and internal fund balance

spending of $3 million on the industry cluster initiative.
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Department of Economic Security:
Page E-92, the graph in the upper left-hand corer was revised because the fiscal years were
omitted on the X-axis.

Page E-95, base adjustment numbers and narrative listed Displaced Homemakers at $(227.0) per
year, these should have been $(127.0), also base adjustment to reduce one time Juvenile Justice
match of $(50.0) per year. This is errata, no change to budget funding.

Pages E-94 & E-98 were revised (Table and Governor’s Rec ) YouthBuild changed to Youth
Curfew Truancy.

Pages E-101 & E-102, in the budget line numbers, the amount for State operations should be
$100.0 per year not $200.0, and Grants should be $1,400.0 per year not $1,300.0. Page E-102,
under the header of Financing: language was added to requ1re hard match from local sources. This
1s errata, no budget fundmg change.

Page E-106, Errata: narrative was revised for tﬁe Minnesota Youth Program, YouthBuild and the
Youth Intervention areas.

Page E-107, Errata change item renamed from YouthBuild to Youth Curfew/Truancy
Reallocation.

Page E-108, Errata: all references to YouthBulld were changed to Youth Curfew/Truancy
Reallocation.

Page E-110, Errata: under Federal Welfare to Work program, the second narrative bullet was
modified. Second, under Budget‘lssues: funds are now available until June 30, 2004.

Page E-116, Errata: in the budget line numbers, the amount for State operations should be $50.0
per year not $1,000.0, and Grants should be $950.0 per year from FY 2003 and forward. Second,
under Governor's Recommendation: recommends allocating $1 million in each year...not $2
million. Third, under Governor's Recommendation: narrative change in the last line of the second

paragraph.

Page E-136, révenue for FY 2005 was change from $10,000 to $5,000 in the budget line numbers
for the Special Revenue Fund.

Housing Finance Agency:
Pages E-150, E-151, E-155, E-156, E-189, E-191 & E-199 were revised to add $1,226.0 of federal

fund receipts and expenditures to FY 2001.

Pages E-187 was revised to correct a typo and Page E-188’s table was revised.
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Department of Commerce:
Page E-224, the first bullet should read reallocatlon of $6 6 million, this is errata, no fiscal impact. .

Page E-225 was revised to reflect omitted FTE positions related to the change items for the
Telecommunications Reform arid the transfer of Weights and Measures.

Pages E-231, E-251 & E-267 were revised to add additional non-dedicated General fund revenue of
$725.0 to the Governor's Recommendation column for FY 2002.This relates to the Managed Health
Care Regulation Transfer change item. It affects the fund balance by addlng General fund revenues
of $725.0 for FY 2002. .

Page E-283 was revised to reﬂect omitted FTE pos1t10ns related to the change item for
Telecommunications Reform.

State Government Budget Book:

Legislature: :
Page F-8 was revised because Governor’s non- salary inflation recommendation was allocated to
the wrong budget activity.

Campaign Finance and Public Disclosure Board "
Pages F-32, F-33, F-34 & F-35 were revised to change the type of funding for the Special Revenue
fund from Direct to Statutory Appropriations, which was coded incorrectly. Changes for Public
Financing were made related to the forecast and input errors in the Special Revenue fund. This

- affects the General fund by savings of $282.0 for FY 2001 and $1,500.0 for FY 2003 that will not

need to be transferred to cover costs in the Special Revenue ﬁlnd.} Also, the deficiency change level
request for FY 2001 was reduced by $40.0 for a savings to the General fund.

Governors Office:

Pages F-38 and F-39 were rev1sed to display new Governor's recommendations. Requested change
items have been eliminated for a savings to the General fund of $104.0 for FY 2002 and $123.0 for
FY 2003. This affects the fund balance by decreasing expenditures byva like amount.

State Auditor: ) _
Page F-51 was revised due to a typographical error in the Budget Brief Table. -

State Treasurer:
Pages F-77 and F-81 were revised to display changes in revenue estimates due to changes in
accounting methodology for Criminal/Traffic Surcharges.

Admmlstratlve Hearings:
Pages F-138 and F-140, errata: an error in calculating the new rates in the narrative.

Debt Service: , )
Pages F-298 and F-299 were revised to incorporate the new Governor’s recommendations on Debt
Service. '
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Department of Finance: ' '
Pages F-289 and F-297 were revised to correct FY 2002 and FY2003 FTEs.

Department of Employee Relations: :
Pages F-319 and F-329 were revised because internal reallocatlons were not distributed to the
expense budget level in the budget system. No net agency fiscal impact.

Page F-343 was revised to eliminate General fund dedicated receipts of $120.0 shown in error for
FY 2001 and expenditures were reduced by a like amount.

Gambling Control Board:

Pages F-494, F-495, F-497a and F-497b were revised to add new Governor’s recommendation to
cover a deficiency at the Board. This change item has a net effect to the General fund of 1 mcreasmg
expenditures by $114.0 for FY 2002 and $152.0 for FY 2003.

"Veterans Affairs:

Pages F-485 and F-487 were revised to correct the allocation of the change item reduction between
budget activities. No agency fiscal impact.

Lottery:

Page F-501 and F-502 were revised to reflect forecast changes.

Minnesota State Retirement System:

Pages F-505, F-507, F-508 and F-509 were revised to reflect forecast changes. This revised open
appropriation increase has a net effect to the General fund of increasing expenditures by
$2,756.0 for FY 2001, $2,686.0 for FY 2002 and $2,759.0 for FY 2003.

Transportation & Other Agencies Budget Book:

Department of Transportation:

Page G-11, federal funds in the Transit and State Roads programs were revised to reflect the latest
changes to federal fund receipt estimates and expenditures.

Pages G-20 through G-22, the Revenue Summary natrative and fiscal pages were revised to reflect
the latest revenue changes to federal highway funds deposited in the Trunk Highway Fund and
other federal programs.

Pages G-23 through G-28, the Federal Funds Summary were revised to reflect the latest federal
fund receipt estimates.

Page G-44 was revised to correct the tails for out years The correct amounts are $50.0 each year
from FY 2004 through 2007.
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Pages G-51, G-61, G-99, G-100 and G-121 were revised to reflect the latest changes to federal fund
receipt estimates and expenditures.

Pages G-71 and G-73 were revised to repoint capital outlay and real property expenditures from the
Railroads and Waterways Admin. activity to the Rail and Waterways Improvement activity.

Pages G-107 and G-131 were revised to correct an error in the Increase in Construction
Governor's change item by moving $6,945.0 of program delivery dollars from State Road
Construction activity to the Design & Construction Engineering activity.

Pages G-115 and G-121 were revised to correct the distribution of the Reduce Research Activities
change item between the Research and Investment activity and the Central Engineering
Services activity.

Pages G-159 and G-160, revised to correct the tails for out years. The correct amount is $6, 600 0
each year from FY 2004 through 2007.

Metropolitan Council:
Pages G-177 & G-178 are revised to remove references to expanding services outside the transit
taxing district. '

Department of Public Safety:

Pages G-189 and G-224 were revised to reflect the latest estimates for Motor Vehicle Registration
Tax and Motor Vehicle Sales Tax revenue. The Highway Tax Distribution revenue was increased
in FY 2003 through FY 2005 to include Motor Vehicle Sales Tax revenue that will be dep051ted to
the HUTD fund beginning in FY 2003.

Criminal Justice Budget Book:

Tax Court:

Pages H-84 & H-85 were revised to include a new Governor's Recommendation. A deficiency
request for unexpected severance costs in the amount of $14.0 for FY 2001. This is an additional
expenditure to the General fund and affects the fund balance.

Page H-85 was updated for fee collections omitted in the amount of $10.0 per year for a $20.0
revenue increase to the General Fund in the 2002-03 biennium o

Department of Human Rights:

Pages H-93, H-94 and H-103 were revised to reduce a base adjustment for a lease that was
renegotiated. Net effect to the General fund of reducing expenditures of $13.0 for FY 2002 $24.0
for FY 2003, $24 0 for FY 2004 and 24.0 for FY 2005.



Department of Corrections:

Page H-115 was revised to show a reduction in the caseload forecast base adjustment of $331.0 in
FY 2002 and $992.0 in FY 2003 and additional federal funds of $31.0 in FY 2001 and $19.0 in FY
2002. : '

Page H-116 was revised to show the updated caseload forecast base adjustment. Pages H-121 and
H-123 were revised to show the additional federal funds and to correct the usage of funds for the
juvenile justice and delinquency program.

Pages H-128, H-129, H-160, and H-161 were revised to show updated prison population
projections and the revised caseload forecast base adjustment.

Pages H-131 and H-132 were revised to show the updated prison population projections and to
correct the target per diem summary.

Pages H-134, H-136, H-138, H-140, H-142, H-144, H-146, H-148, H-150, H-154 and H-166-were
revised to show corrected and updated average daily population and costs, financing information,
and target per diems. -

Pages H-177, H-179, H-182, and H-183 were revised to show additional federal funds of $31.0in
FY 2001 and $19.0 in FY 2002.

Department of Public Safety:
Pages H-245, H-254, H-255, H-318, H-319 & H-321 were revised to lower Auto Theft Surcharge
revenue for FY 2002 to FY 2005 which reflects the sunset of the surcharge on January 1, 2002.

Pages H-247, H-255, H-259, H-261 & H-319 were revised to increase Federal funds by $4,700.0
for FY 2002 due to additional funds from the Crime Identification Technology Act. This is a
forecast change for increased revenues and expenditures.

Pages H-245, H-247, H-248, H249, H-274, H-275, H-275a and H-291 were revised to add a change

item for Bureau of Criminal Apprehension overtime. This change item is for $200.0 General fund
base budget increase.

Departmental Earnings Report

Children, Families and Learning Dept:
Pages 14 and 15 were revised to correct the receipts collected for Teacher and Administrator
Licensing in FY 2002 and FY 2003 from $1.5 million to $1.3 million.

Commerce Department:
Pages 372 and 373 were revised to reflect fee changes that were requested in the Worker’s
Comp/Self-Insurance revenue category.

Pages 348 and 349 were revised to reflect fee changes that were requested for the Collections
revenue category.



N

N’
Agency: HIGHER EDUCATION SVCS OFFICES
Agency Summary Actual Actual Budgeted ';Y 2002 G ';Y 2003
{Dollars in Thousands) FY 1999 FY 2000 FY 2001 gency overnor gency Governor
Base Request Recomm. Base Request Recomm.
Expenditures by Program:
STUDENT FINANCIAL AID SERVICES 130,700 132,915 157,665 151,184 161,687 149,831 151,301 174,064 158,908
STATE STUDENT LOAN SERVICES 73,187 92,689 109,069 114,053 114,053 114,053 119,053 119,053 119,053
RESEARCH & PROGRAM SERVICES 1,524 1,678 1,758 1,648 1,909 1,649 1,665 1,925 1,665
LIBRARY & TECHNOLOGY SERVICES 12,489 15,412 23,1682 13,816 17,116 15,616 13,816 17,041 15,541
AGENCY/LOAN ADMINISTRATION 2,185 1,980 12,915 12,896 13,060 12,896 | 12,956 13,073 12,956
Total Expenditures 220,085 244,674 304,559 293,598 307,825 294,045 | 298,791 325,156 308,123 |
Financing by Fund:
Carry Forward:
GENERAL 3 7 50 50 50 50 50 50 50
Direct Appropriations:
GENERAL 141,244 144,815 176,463 160,602 174,829 161,049 160,670 187,035 170,002
Statutory Appropriations:
GENERAL . 0 0 318 250 250 250 250 250 250
SPECIAL REVENUE 130 228 161 162 162 162 162 162 162
FEDERAL 1,522 2,402 3,242 3,206 3,206 3,206 3,306 3,306 3,306
MISCELLANEOQUS AGENCY 3,057 3,652 3,669 3,669 3,669 3,669 3,669 3,669 3,669
HIGHER EDUCATION SVCS OFFICE 74,129 93,570 120,656 125,659 125,659 125,659 130,684 130,684 130,684
Total Financing 220,085 244,674 304,559 293,598 307,825 294,045 298,791 325,156 308,123
FTE by Employment Type:
FULL TIME 636 83.4 86.7 85.7 88.7 85.7 86.7 89.7 86.7
Total Full-Time Equivalent 63.6 834 86.7 85.7 88.7 85.7 86.7 89.7 86.7
State of Minnesota 2002-03 Biennial Budget Page B-7



HIGHER EDUCATION SVCS OFFICES - BUDGET BRIEF

Fund: GENERAL
FY 2002 FY 2003 Biennium
BASE YEAR (FY 2001) ($000s)
Appropriations $160,527 $160,527 $321;054
BASE ADJUSTMENT
Doc. Space Rental/Lease 17 26 43
2002-03 Salaries & Benefits 58 117 175
BASE LEVEL (for 2002 and 2003) $160,602 $160,670 $321,272
CHANGE ITEMS
State Grants- Individual Tuition & Fees 450 5,140 5,590
State Grants- Length of Eligibility 5,090 5,560 10,650
State Grants- LME Adjustment &

Reallocation (4,880) (1,120) (6,000)
State Grants- Tuition & Fee Changes 3,230 6,540 9,770
State Grants- Summer Academic

Enrichment 50 50 100
State Grants- Program Rewrite 164 117 281
Child Care 2,150 2,150 4,300
Work Study 3,000 3,000 6,000
Learning Network of Minnesota 1,500 1,500 3,000
Post Secondary Service Learning 260 260 520
Student Parent Information 55 60 115
interstate Tuition Reciprocity 750 750 1,500
Intervention investment Grants 500 500 1,000
Get Ready- Greater Minnesota 100 125 225
Minitex 1,800 1,725 3,625
Midwestern Higher Education Commission 8 8 16

AGENCY REQUEST

174,829 187,035 361,864
GOVERNOR'S RECOMMENDATION
State Grants- Individual Tuition and Fees 450 5,140 5,590
State Grants- LME Adjustment & Reallocation (11,900) (8,100) (20,000)
State Grants- Length of Eligibility 5,090 5,560 10,650
State Grants- Financial Aid for Ind. Students 7,000 7,000 14,000
Interstate Tuition Reciprocity 750 750 1,500
Intervention Investment Grants 3,520 3,520 7,040
Reallocate Minnesota College Savings Plan (1,520) (1,520) (3,040)
Minitex 1,800 1,725 3,525
Child Care Consolidation (4,743) (4,743) (9,486)
TOTAL $161,049 $170,002 $331,051

State of Minnesota 2002-03 Biennial Budget

BRIEF EXPLANATION OF BUDGET DECISIONS:

The Budget Recommendations of the Minnesota Higher Education Services
Office (HESO) and the Services Council were developed following careful review
of the Governor's Big Plan priorities and an extensive process of public hearings
and focus groups around the State.

The public hearings and focus groups enabled students, parents, financial aid
administrators, and members of the public to present their views on the programs
administered by the Office and to offer advice and recommendations. The public
hearings were held in Duluth, Mankato, Moorhead, Rochester, St. Cloud, and St.
Paul and the focus groups in Duluth, Moorhead, and Pipestone.

Further, HESO management utilized the agency mission to ensure that budget
proposals were mission aligned. Agency staff questioned whether programs
established ten or more years ago were meeting contemporary needs of
Minnesotans. Non-mission-relevant proposals were discarded and program
innovations were introduced wherever evaluative information or research showed
that contemporary service needs were not being met as fully as possible.

Finally, HESO examined ways in which federal dollars received within the State
could be leveraged to fund innovations in successful services and to minimize
new spending. One primary example of this is the use of state revenues freed by
federal increases in the maximum Pell Grant award to fund significant innovation
in the length of student eligibility for Minnesota State Grants.

Collectively, these resources, processes and actions guided HESO and the
Services Council in making budget decisions.

GOVERNOR'’S RECOMMENDATION(S):

The Governor recommends an increase of $447,000 in FY 2002 and $9.332
million in FY 2003 for the Higher Education Services Office (HESO). This
appropriation increases State Grant awards for independent students, extends
the period which a student is eligible to receive a State Grant, and includes
individual tuition and fees in the grant calculation. It reallocates $1.52 million per
year from the Minnesota College Savings program to the Intervention Investment
Grants program. It also provides funding to continue the Interstate Tuition
Reciprocity program, increases funding for Intervention Investment Grants, and
increases support for MINITEX library services. )

Revised Page B-8



Program: STUDENT FINANCIAL AID SERVICES
Agency: HIGHER EDUCATION SVCS OFFICES
Program Summary Actual Actual Budgeted :Y 2002 G FY 2003
(Dollars in Thousands) FY 1999 FY 2000 FY 2001 gency overnor Agency | Governor
Base Request Recomm. Base Reguest Recomm.
Expenditures by Activity:
STATE GRANTS 113,903 114,366 133,286 129,162 135,252 125,059 129,162 147,482 134,019
MN COLLEGE SAVINGS PLAN 8 15 3,025 1,520 1,520 0 1,620 1,520 0
INTERSTATE TUITION RECIPROCITY 4,111 4,195 4,805 4,500 5,250 5,250 4,500 5,250 5,250
STATE WORK STUDY 11,398 11,955 12,933 12,444 15,444 12,444 12,444 15,444 12,444
STUDENT & PARENT INFORMATION 646 1,749 2,845 2,829 3,484 6,349 2,934 3,619 6,454
STUDENT FINANCIAL AID SERVICES 634 635 771 729 737 729 741 749 741
Total Expenditures 130,700 132,915 157,665 151,184 161,687 149,831 151,301 174,064 158,908
Change ltems: Fund
(B) STATE GRANTS- LENGTH OF ELIGIBILITY GEN 5,090 5,090 5,560 5,560
(B) STATE GRANT- LME ADJ & REALLOCATION GEN (4,880) (11,900) (1,120) (8,100)
(B) STATE GRANTS-INDIVIDUAL TUITION & FEES GEN 450 450 5,140 5,140
(B) STATE GRANTS- TUITION & FEE CHANGES GEN 3,230 6,540
(B) STATE GRANTS- SUMMER ACADEMIC ENRICH GEN 50 50
(B) FINANCIAL AID-INDEPENDENT STUDENTS GEN 7,000 7,000
(B) CHILD CARE GEN 2,150 2,150
(B) CHILD CARE CONSOLIDATION GEN (4,743) (4,743)
(B) REALLOCATE MN COLLEGE SAVINGS PLAN GEN (1,520) (1,520)
(B) INTERSTATE TUITION RECIPROCITY GEN 750 750 750 750
(B) STATE WORK STUDY GEN 3,000 3,000
(B) GET READY - GREATER MINNESOTA GEN 100 125
(B) INTERVENTION INVESTMENT GRANTS GEN 500 3,520 500 3,520
(B) STUDENT PARENT INFORMATION GEN 55 60
(B) MIDWESTERN HIGHER EDUCATION COMM GEN 8 8
Total Change Items 10,503 (1,353) 22,763 7,607
Financing by Fund:
Carry Forward:
GENERAL 3 7 50 50 50 50 50 50 50
Direct Appropriations:
GENERAL 129,926 131,414 154,853 148,441 158,944 147,088 148,458 171,221 156,065
Statutory Appropriations:
GENERAL 0 0 - 318 250 250 250 250 250 250
SPECIAL REVENUE 12 3 0 0 0 0 0 0 0
FEDERAL 759 1,491 2,444 2,443 2,443 2,443 2,543 2,543 2,543
Total Financing 130,700 132,915 157,665 151,184 161,687 149,831 151,301 174,064 158,908
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Program: STUDENT FINANCIAL AID SERVICES
Agency: HIGHER EDUCATION SVCS OFFICES

Program Summary Actual Actual Budgeted ';Y 2002 G ';Y 2003 S
(Dollars in Thousands) FY 1999 FY 2000 FY 2001 gency overnor gency overnor
Base Request Recomm. Base Request Recomm.
FTE by Employment Type:
FULL TIME 18.2 37.8 40.7 41.7 43.7 41.7 42.7 44.7 42.7
Total Full-Time Equivalent 18.2 37.8 40.7 4.7 43.7 41.7 42,7 44.7 427

State of Minnesota 2002-03 Biennial Budget

Revised Page B-14



N /

BUDGET CHANGE ITEM (62016) (Continued)

Budget Activity: STATE GRANTS
Program: STUDENT FINANCIAL AID SERVICES
Agency: HIGHER EDUCATION SVCS OFFICES
ltem Title: CHILD CARE CONSOLIDATION

Although the demand for the consolidated program will be forecast, it will
include a cost containment measure to limit program expenditures, if necessary.
Due to the lack of directly comparable historical data on which to base
forecasts, and the need to ensure that risk to the state budget can be mitigated,
the program will include a cost containment feature. If projected expenditures at
the end of any quarter exceed 110% of the forecast appropriation, program
entry will be limited until projected expenditures returned to forecasted levels.

OUTCOMES:

Consolidation of child care will emphasize self-sufficiency for families by
targeting resources in an equitable manner to the highest priority families. By
de-coupling access to the system from MFIP cash assistance, resources will
follow families as they transition to self-sufficiency without the disruptions that
risk contributing to families falling (back) into welfare. Consolidation will also
simplify administration at the county level.

DEATAILED FINANCING:

Child Care Consolidation (Nov 2000 Forecast)

Dollars in Thousands

FY 2002 FY 2003 FY 2004 FY 2005
General Fund $130,961 $127,980 $132,937 $135,999
Special Revenue 2,096 2,009 1,930 1,901
Federal Funds(CCDF) 51,852 53,761 54,254. 54,254
Federal Funds (TANF) 20,973 20,637 10,200 10,200
County Share 2,914 2,914 2,914 2,194
HESO (GF) 4,743 4,743 4,743 4,743
DCTC (GF) -0- 12,000 12,000 12,000
Total Current Resources 213,539 224,044 218,978 222,011
MFIP Changes (TANF) 2,663 18,857 24,148 27,657
Total Anticipated Resources 216,202 242,902 243,126 249,668
Total Consolidation Cost 226,545 233,704 245120 256,944
Marginal Cost (TANF) $ 10,343 $ (9,198) $ 1,994 $ 7,276

The proposal as presented in this document assumes the enactment of the
MFIP eligibility changes recommended in the Department of Human Services
(DHS) budget, which. have resulting child care assistance costs. If these
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proposals are not enacted, the resources required to fund this proposal will
change.
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BUDGET ACTIVITY SUMMARY

Budget Activity: MN COLLEGE SAVINGS PLAN
Program: STUDENT FINANCIAL AID SERVICES
Agency: HIGHER EDUCATION SVCS OFFICE

ACTIVITY PROFILE:

Individuals and families are encouraged to save for post-secondary education
with the Minnesota College Savings Plan. Tax advantages are provided by
Internal Revenue Code 529 and Minnesota Statutes 136A.241-136A.245. In
addition, the state of Minnesota provides a matching grant to low and middle
income Minnesota families.

STRATEGIES AND PERFORMANCE:

The Minnesota College Savings Plan is designed to provide federal tax
advantages included in the Tax Reform Act of 1997. Under Section 529 of the
Internal Revenue Code, taxpayers can receive tax deferment on investment
earnings in a “qualified state tuition program”. Parents, grandparents or other
individuals can establish an account on behalf of a designated beneficiary who
will attend college in the future. Contributions to a qualified state tuition
program are not tax deductible. Earnings on investments accumulate tax-free
until used to pay for college. At the time funds are withdrawn to pay for college
expenses, the tax on earnings is paid by the student, who typically is taxed at a
lower rate than the account owner.

Federal law does not permit the account owner or the designated beneficiary of
qualified state tuition programs to direct the investment. Minnesota College
Savings Plan investment decisions are made by the Minnesota State Board of
Investment.

Minnesota College Savings Plan funds can be used to pay for tuition and fees
at a public or a private post-secondary education institution located in any state.
Withdrawals can also be used to pay for room and board if the student is
attending half-time or more as defined by federal law.

Minnesota’s program offers a state paid matching grant based on family income
and contributions. The matching grant is available to Minnesota resident
designated beneficiaries whose parents file a Minnesota individual income tax
return with family income at or below $80,000. If the beneficiary's family
income is $50,000 or less, 15% of the contribution can be matched up to a total
of $300 annually. If the beneficiary’s family income is between $50,000 and
$80,000, 5% of the contribution can be matched up to a total of $300 annually.
A minimum $200 contribution is required in order to be considered for a
matching grant. Matching grants must remain invested for a minimum of three
years, cannot be transferred, and cannot be withdrawn for reasons other than a
qualified higher education expenditure as defined by federal law. The matching
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grant is not an entitlement. Availability is limited by the amount of funds
appropriated.

In 1999, legistation was approved permitting Plan investments in mutual funds. In
June 2000, the Minnesota Department of Administration approved a temporary
classification of account holder data as private. Both of these actions were
necessary to make the Plan viable.

The Minnesota Higher Education Services Office and the Minnesota State Board
of Investment are contracting with TIAA-CREF, Tuition Financing, Inc. to
administer the Minnesota College Savings Plan. TIAA-CREF, Tuition Financing
Inc. is administering state programs in New York, Missouri, and California.
Contract language has been agreed upon. The Plan’s participation agreement
and enrollment forms have been produced. Marketing materials and a draft web
page are in place. Pending the Minnesota Legislature’s approval of an extension
of special rule making authority for this program, the Plan is ready for launch.

FINANCING INFORMATION:

Investment management, record keeping and other administrative expenses are
paid by Minnesota College Savings Plan account owners through an annual fee
equivalent to .065% of their account balances. The Minnesota Plan wili be among
the least costly to account owners for a fully contracted plan in the United States.
Matching grants are financed from a General Fund direct appropriation.

BUDGET ISSUES:

The General Fund appropriation of $1.52 million is used to provide matching
grants to Minnesota College Savings Plan account owners. Because the
Minnesota College Savings Plan is not yet operational, it is not known whether the
base appropriation will be sufficient to meet the demand of matching grants.
Administrative expenses for the Higher Education Services Office are less than
$75,000 annually.

GOVERNORS RECOMMENDATION:

The Governor recommends the appropriation of $1.52 million each year be
reallocated to increase funding for the Intervention Investment Grant program.
This appropriation has cancelled to the General Fund each of the three years for
which funds have been appropriated, and the funds will also likely cancel again in
FY 01, while HESO has been establishing rules for the program. While the
concept has some merit, the delay in implementing the program suggests this
program is not a high priority for HESO. The Governor recommends that HESO
continue to make the program operational so taxpayers making qualifying
contributions can receive tax deferment on investment earnings.
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Activity: MN COLLEGE SAVINGS PLAN
Program: STUDENT FINANCIAL AID SERVICES
Agency: HIGHER EDUCATION SVCS OFFICES
! Budget Activity Summary Actual Actual | Budgeted ';Y 2002 s ';Y 2003 =
1 (Dollars in Thousands) FY 1999 FY 2000 FY 2001 gency overnor gency overnor
: Base Request Recomm. Base Request Recomm.
Expenditures by Cateqory:
State Operations
COMPENSATION 0 0 47 51 51 0 53 53 0
OTHER OPERATING EXPENSES 8" 15 28 19 19 0 17 17 0
Subtotal State Operations 8 15 75 70 70 0 70 70 0

PAYMENTS TO INDIVIDUALS 0 0 2,950 1,450 1,450 0 1,450 1,450 d
Total Expenditures 8 15 3,025 1,520 1,520 0 1,520 1,520 (ﬂ
Change ltems: - Fund

(B) REALLOCATE MN COLLEGE SAVINGS PLAN GEN (1,520) (1,520)

| Total Change Items (1,520) (1,520)
Financing by Fund:
Direct Appropriations:

GENERAL 8 15 3,025 1,520 1,520 0 1,520 1,520 0
Total Financing 8 15 3,025 1,520 1,520 0 1,520 1,520 0
FTE by Employment Type: j

FULL TIME 0.0 0.0 0.8 0.8 0.8 0.8 0.8 0.8 0.8
Total Full-Time Equivalent 0.0 0.0 0.8 0.8 0.8 0.8 0.8 0.8 0.8
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BUDGET ACTIVITY SUMMARY

Budget Activity: INTERSTATE TUITION RECIPROCITY
Program: STUDENT FINANCIAL AID SERVICES
Agency: HIGHER EDUCATION SVCS OFFICE

ACTIVITY PROFILE:

Minnesota’'s tuition reciprocity agreements enhance student access by
eliminating nonresident admission barriers and expand student choice by
reducing non-resident tuition prices. Minnesota has ongoing tuition reciprocity
agreements with Wisconsin, North Dakota, South Dakota, one institution in
lowa, and the Canadian province of Manitoba. The purpose of tuition
reciprocity is the mutual improvement of educational advantages for the
residents of Minnesota and other states or provinces with whom agreements
are made (Minnesota Statutes 136A.08).

Residents of the participating jurisdictions are considered residents for
purposes of admission to public post-secondary institutions under tuition
reciprocity. A Minnesota resident may enroll in an undergraduate or graduate
program at a public institution in Wisconsin, North Dakota, South Dakota,
Manitoba, or lowa Lakes Community College without paying higher non-
resident tuition rates, through tuition reciprocity. Similarly, residents of
Wisconsin, North Dakota, South Dakota, Manitoba, and the lowa Lakes
Community College attendance area may enroll at Minnesota public institutions
without paying higher non-resident tuition rates.

The Minnesota Higher Education Services Office is responsible for negotiating
and administering tuition reciprocity agreements. The University of Minnesota
Board of Regents and the Minnesota State Colleges and Universities Board of
Trustees must ratify the agreements. Modifications to Minnesota’s tuition
reciprocity agreements are negotiated as needed.

STRATEGIES AND PERFORMANCE:

Student participation in tuition reciprocity has grown since Minnesota first
entered an agreement with Wisconsin for academic year 1968-69. Over 36,000
tuition reciprocity students were enrolled in public institutions in the participating
states and province in fall, 1999. Through its mission, the Higher Education
Services Office is committed to helping students achieve financial access to
post-secondary education and enabling students to choose among post-
secondary educational options. Tuition reciprocity agreements support the
mission of the Services Office by reducing price and admissions barriers at
public institutions outside the student’s state or province of residence.

FINANCING INFORMATION:

The state appropriation for tuition reciprocity meets Minnesota's financial
obligation to Wisconsin and North Dakota. Agreements with South Dakota,
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Manitoba, and one institution in lowa do not require interstate payment
calcuiations.

. Students and taxpayers share responsibility for financing tuition reciprocity.

Minnesota’'s agreements with Wisconsin and North Dakota require each state to
pay the marginal instructional costs of their resident students attending in the other
state. Marginal instructional costs are defined in the agreements as 64% of
instructional costs. Marginal instructional costs in the Minnesota/Wisconsin and
Minnesota/North Dakota agreements exceed $150 million annually. Student paid
tuition is subtracted from marginal instructional costs to determine each state’s net
financial obligation. The state with the higher net financial obligation makes a
payment of the difference to the other state. Interstate tuition reciprocity payments
represent less than 5% of the total financial activity involved in the agreements.

BUDGET ISSUES:

Three variables drive Minnesota's tuition reciprocity financial obligation: 1)
marginal instructional costs, 2) reciprocity tuition rates, and 3) student enrollment
choices. Minnesota’s tuition reciprocity payments have varied as much as $4
million between any two fiscal years as marginal costs, tuition rates and student
enrollment choices vary. Minnesota’s interstate tuition reciprocity payments to
Wisconsin and North Dakota are estimated at $4.2 million in FY 2001. Increases
in reciprocity enrollment, marginal instructional costs, and changes in tuition rates
are projected to result in Minnesota interstate tuition reciprocity payments of $5.25
million in FY 2002 and $5.25 miliion in FY 2003.
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Activity: STUDENT & PARENT INFORMATION
Program: STUDENT FINANCIAL AID SERVICES
Agency: HIGHER EDUCATION SVCS OFFICES
Budget Activity Summary Actual Actual Budgeted ';Y 2002 G ':\Y 2003 G
(Dollars in Thousands) FY 1999 FY 2000 FY 2001 gency overnor gency overnor
Base Request Recomm. Base Request Recomm.
Expenditures by Category:
State Operations
COMPENSATION 381 799 1,402 1,621 1,702 1,621 1,728 1,816 1,728
OTHER OPERATING EXPENSES 263 481 948 713 787 713 711 808 711
Subtotal State Operations 644 1,280 2,350 2,334 2,489 2,334 2,439 2,624 2,439
LOCAL ASSISTANCE 2 469 495 495 995 4,015 495 995 4,015
Total Expenditures 646 1,749 2,845 2,829 3,484 6,349 2,934 3,619 6,454
Change Items: Fund
(B) GET READY - GREATER MINNESOTA GEN 100 125
(B) INTERVENTION INVESTMENT GRANTS GEN 500 3,520 500 3,520
(B) STUDENT PARENT INFORMATION GEN 55 60
Total Change Items 655 3,520 685 3,520
,’ Financing by Fund:
Direct Appropriations:
GENERAL 433 798 1,052 936 1,591 4,456 941 1.626 4,461
Statutory Appropriations:
SPECIAL REVENUE 12 3 0 0 0 0 0 0 0
FEDERAL i 201 948 1,793 1,893 1,893 1,893 1,993 1,993 1,993
| Total Financing } 646 1,749 2,845 2,829 3,484 6,349 2,934 3,619 6,454
Revenue Collected:
Dedicated
SPECIAL REVENUE | 20 20 0 0 0 0 0 0 0
FEDERAL I 204 947 1,793 1,893 1,893 1,893 1,993 1,993 1,993
Total Revenues Collected 224 967 1,793 1,893 1,893 1,893 1,993 1,993 1,993
FTE by Employment Type: i
FULL TIME 10.5 30.3 32.7 33.7 357 337 347 36.7 34.7
Total Full-Time Equivalent 10.5 30.3 32.7 337 35.7 33.7 34.7 36.7 34.7
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BUDGET CHANGE ITEM (45235)

Budget Activity: STUDENT & PARENT INFORMATION
Program: STUDENT FINANCIAL AID SERVICES
Agency: HIGHER EDUCATION SVCS OFFICE

Item Title: GET READY! - GREATER MINNESOTA

2002-03 Biennium 2004-05 Biennium
FY 2002 FY 2003 FY 2004 FY 2005

Expenditures: ($000s)

General Fund .

-State Operations $-0- $-0- $-0- $-0-

-Grants $100 $125 $125 $125
Revenues: ($000s)

General Fund $-0- $-0-_ . $-0- $-0-
Statutory Change? Yes No X
if yes, statute(s) affected:

New Activity X Supplemental Funding Reallocation

GOVERNOR’S RECOMMENDATION:

The Governor does not recommend funds for this request.

RATIONALE:

The proposed expansion of the Get Ready! early intervention/early awareness
program to two new Greater Minnesota sites recognizes demographic,
academic, and educational achievement trends occurring statewide. Many
communities outside the Twin Cities have significant populations of families of
color, low income, or no previous higher education and could benefit from Get
Ready! The program provides low income students and parents with the
motivation, information, skills, and academic support to finish high school and
pursue higher education. Students of color, low income, or no previous higher
education participate in higher education at much lower rates than their
counterparts from more affluent families with college experience. Helping
families obtain access to higher education through academic support and
information about planning for higher education fits with the goals of the Big
Plan. Closing gaps in educational achievement and opportunity will enhance
the self-sufficiency of individuals who will develop skills needed by Minnesota's
workforce and contribute to the state's economy and its communities.

FINANCING:

Get Ready! program funding represents a partnership with most of the support
($1.6 million in FY 2001) provided by the federal government, $283,000 per
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year in state appropriations, and additional in kind support from program partners.

FY 2002 FY 2003
Change Amount Change Amount
plus Current Base | plus Current Base

Early Intervention/

Early Awareness $383,000 $408,000
Current FY 2002 FY 2003
Base Percent Change Percent Change
$283,000 35.3% 44.2%
OUTCOMES:

Early awareness and intervention services would be provided to 50 students and
parents at each site. The program serves 4th to 6th grade students and their
families and connects them with middle school and high school programs. As a
result of the Get Ready! services, students who historically have not attended
post-secondary education are more likely to succeed academically, finish high
school, and pursue post-secondary education. In the short term, more students
and parents gain increased knowledge of higher education options and careers,
view higher education as a possibility, and demonstrate increased academic

success.
End of Year Student Get Ready! Evaluation
Somewhat
ltem Agree Agree Disagree
Get Ready! has: % % %
Helped me understand importance
of going to college 96% 3% 1%
Taught importance of accomplishing
goa! 95% 4% 1%
Helped me learn about careers 94% 4% 2%
Motivated me to do well in school 86% 11% 3%
Encouraged me to attend school
every day 82% 15% 3%
Helped me understand
what college campuses look like 88% 10% 2%
Helped me understand different
ways to pay for post-secondary 95% 4% 1%
education
Prepare for my future 94% 5% 1%
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BUDGET CHANGE ITEM (45233)

N
Budget Activity: STUDENT & PARENT INFORMATION
Program: STUDENT FINANCIAL AID SERVICES
Agency: HIGHER EDUCATION SVCS OFFICE
Item Title: INTERVENTION INVESTMENT GRANTS

2002-03 Biennium 2004-05 Biennium

FY 2002 FY 2003 FY 2004 FY 2005

Expenditures: ($000s)

General Fund

-State Operations $-0- $-0- $-0- $-0-

-Grants $500 $500 $500 $500
Revenues: ($000s)

General Fund $-0- $-0- $-0- $-0-
Statutory Change? Yes No X
If yes, statute(s) affected:

New Activity X__ Supplemental Funding Reallocation

GOVERNOR’S RECOMMENDATION:

The Governor recommends an increase of $3.52 million in FY 2002 and $3.52
million in FY 2003. This increase will be supported by the reallocation of $1.52
million each year from the Minnesota College Savings Plan. The Governor also
recommends that these grants be increasingly targeted to children of families
that do not have a history of participation in higher education.

RATIONALE:

Students from low income families that have not attended college participate in
higher education at much lower rates than those from more affluent, educated
families. A number of early intervention programs---supported by state, federal,
and private sources---have been established fo provide information and
academic support to these students. The funding supports tutoring, mentoring,
summer academic experiences, and parental involvement. The current level of
activity in these programs falls far short of the need resulting from demographic,
academic, and economic trends. This funding would enable the state to build
on programs like Get Ready! which works with elementary age students to
establish a continuum of service through college. An appropriation of $1 million
in 1999 enabled the Services Office to award 10 grants to community agencies
and colleges to expand or enhance existing early intervention programs.
However, the Services Office was able to fund only half the proposals received
with the funding available.
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Although these initial grant initiatives have not been operational long enough to
evaluate them thoroughly, many are patterned after existing early intervention
programs, such as Federal TRIO programs that for many years have helped low
income students enter college. Over the past 30 years, TRIO programs have
been successful in helping students overcome barriers to higher education. For
example, students in Upward Bound (one of the TRIO programs), are four times
more likely to earn an undergraduate degree than students from similar
backgrounds who did not participate in the program.

Helping families obtain access to higher education through academic support and
information about planning for future education fits well with the goals of the Big
Plan. Closing gaps in educational achievement and opportunity will enhance the
self-sufficiency of individuals who will develop skills needed by Minnesota's
workforce.

FINANCING:
FY 2002 FY 2003
Change Amount Change Amount

plus Current Base | pius Current Base

|_Intervention Grants $1,000,000 $1,000,000
Current FY 2002 FY 2003

Base Percent Change Percent Change
$500,000 100% 100%

Staffing is adequate for this activity. No additional FTE are needed
OUTCOMES:

This proposal would provide funding for seven to ten additional early intervention
programs.

As a result of this proposal, more students and families will be motivated to plan
for and pursue higher education. The gap in achievement and college
participation will narrow; and as a result of the knowledge and skills acquired
through their educational experience, more students will become self-sufficient.
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BUDGET CHANGE ITEM (45207)

Budget Activity: STUDENT & PARENT INFORMATION FINANCING:
Program: STUDENT FINANCIAL AID SERVICES
Agency: HIGHER EDUCATION SVCS OFFICE Current base level funding for student and parent information is $153,000 per

year. This proposal would add $55,000 in FY 2002 and $60,000 in FY 2003.
Item Title: STUDENT PARENT INFORMATION

2002-03 Biennium 2004-05 Biennium FY 2002 FY 2003
FY2002  FY 2003 FY 2004  FY 2005 Change Amount Change Amount
Expenditures: ($000s) plus Current Base | plus Current Base
General Fund Student/Parent Information $208,000 $213,000
-State Operations $55 $60 $60 $60
FY 2002 FY 2003
Revenues: ($000s) Current Base Percent Change Percent Change
Genera| FUnd $_O_ $_0_ $'O‘ $_0_ $1 53,000 3590A) 392%
Statutory Change? Yes No_ X QUTCOMES:
if yes, statute(s) affected: By transiating additional information into foreign languages, the Services Office will
give parents and students the tools to access information in order to prepare for
New Activity . _ X __ Supplemental Funding Reallocation higher education opportunities.

GOVERNOR'S RECOMMENDATION:

The Governor does not recommend funds for this initiative.
RATIONALE:

In view of changing demographics and growing diversity of its population,
Minnesota has an expanded number of people who do not speak English. The
number of languages spoken in Minnesota has increased significantly. For
example, more than 84 languages are spoken in Minneapolis, over 79
languages in St. Paul, and over 50 languages in Rochester. Language barriers
deny many families the information they need to help their children succeed
academically. In a recent survey by the Blandin Foundation of key issues
affecting rural Minnesota, more than four in ten respondents indicated their
communities had become more diverse. An increased investment in translating
and interpreting information can help non-English speaking populations access
information about planning for higher education. The Services Office has
translated some publications into Spanish, Hmong, and Somaiian, but has
identified a need to do more in these and to other languages.
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Agency: UNIVERSITY OF MINNESOTA
Agency Summary Actual Actual Budgeted FY 2002 FY 2003
(Dollars in Thousands) FY 1999 FY 2000 FY 2001 Agency | Governor Agency | Governor
b Base Request Recomm. Base Request Recomm.
Expenditures by Program:
MAINTENANCE & OPERATIONS 742,359 752,410 784,494 777,928 851,628 791,319 784,254 923,654 811,481
UNIVERSITY SPECIALS 72,199 72,279 73,109 73,259 77,294 73,259 73,259 77,624 73,259
OTHER APPROPRIATIONS 4,214 14,759 12,792 13,358 14,996 22,493 15,449 16,157 15,929
LCMR/MN RESOURCES 0 200 0 0 0 0 0 0 0
Total Expenditures 818,772 839,648 870,395 864,545 943,918 887,071 872,962 1,017,435 900,669
Financing by Fund:
Direct Appropriations:
ENVIRONMENT & NATURAL RESOURCE 0 1,723 1,972 0 708 480 0 708 480
GENERAL 574,147 582,471 604,382 597,966 675,701 619,357 604,292 748,057 631,519
MINNESOTA RESOURCES 0 950 o 0 840 565 0 0 0
¢ STATE GOVERNMENT SPECIAL REVENUE 0 0 0 0 90 90 0 0 0
' HEALTH CARE ACCESS 2,537 2,837 2,837 2,637 2,537 2,537 2,637 2,637 2,537
SPECIAL REVENUE 0 200 0 0 0 0 0 0 0
MEDICAL EDUCATION & RESEARCH 0 7,840 7,031 7,499 7,499 7,499 7.844 7,844 7,844
Statutory Appropriations: ’
GENERAL 240,411 242218 253,221 253,221 253,221 253,221 253,221 253,221 253,221
MISCELLANEOUS AGENCY 1,677 1,409 952 3,322 3,322 3,322 5,068 5,068 5,068
Total Financing 818,772 839,648 870,395 864,545 943,918 887,071 872,962 1,017,435 900,669
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UNIVERSITY OF MINNESOTA - BUDGET BRIEF

Fund: GENERAL

FY 2002 FY 2003 Biennium
BASE YEAR (FY 2001) ($000s)
Appropriations $604,382 $604,382  $1,208,764
BASE ADJUSTMENT )
One-time appropriations (240) (240) (480)
Enrollment adjustment 1899 (3,163) 0 (3,163)
Enrollment adjustment 2000 (3,163) 0 (3,163)
Dept of Natural Resources Transfer 150 150 300
BASE LEVEL (for 2002 and 2003) $597,966 $604,292  $1,202,258
CHANGE ITEMS
Strengthening the Foundation / Gross Amount 76,335 126,865 203,200
Less Tuition Revenue (7,600) (15,400) (23,000)
l'ess Reallocation (15,100) (15,100) (30,200}
Strengthening the Foundation / State Request 53,635 96,365 150,000
Investing in the Future 24 100 47,400 71,500
Change ltem TOTAL 77,735 143,765 221,500
AGENCY REQUEST $675,701 $748,057 $1,423,758
GOVERNOR'S RECOMMENDATION
Strengthening the Foundation 27,986 40,638 68,624
Investing in the Future 16,105 17,089 33,194
Tuition Revenue (7,600) (15,400) (23,000)
Reallocation (15,100) (15,100) (30,200)
GOVERNOR'S RECOMMENDATION $619,357 $631,519  $1,250,876

BRIEF EXPLANATION OF BUDGET DECISIONS:

The University of Minnesota Board of Regents and President Mark Yudof have
set ambitious goals for the ‘U’. These goals, based on existing priorities, are
designed to keep University programs competitive and to address emerging
issues in Minnesota. The overall message of the University’s 2002-03 biennial
budget proposal is simple: a strong research university is critical to Minnesota’s
future economy and quality of life.

The biennial budget proposal is a two-part strategy that will simultaneously

strengthen the foundation of the University and make the investments needed for
Minnesota’s future. To use a building analogy, the first floor has to be secure
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before the second floor can be built. To “Strengthen the Foundation,” the first
floor in the U’s building, the University proposes $150 million in additional state
funding. To support the “Investment in the Future,” the second floor of the U’s
building, the University proposes $71.5 million in additional state funding.

The “Strengthening the Foundation” component of the biennial budget proposes
funds for inflationary salary adjustments, extraordinary health care costs, the
undergraduate experience, the Medical School, State Specials, facilities support,
libraries, and technology.

This initiative focuses on the University’s efforts to maintain existing strengths,
renew core programs and provide the basic level of services necessary to
compete with other world-class institutions. Once the foundation components of
the University’s proposal have been funded, the opportunity exists to make the
investments needed to fuel Minnesota’s future economic growth.

“Investing in the Future” is the second part of the biennial budget proposal. With
a properly supported foundation, working within the framework of established
priorities, the University can direct resources to areas critical to Minnesota's long-
term social, environmental, and economic health. Success, however, does not
happen by chance. As Minnesota makes its decisions about where to invest
resources, it needs to give careful consideration to its future. A well-educated
population, access to quality health care professionals, and industry partnerships
in growing technology-based fields are just some of the outcomes of future-
focused investments in the University of Minnesota.

This initiative focuses on the University’s efforts to attract and retain the highest
quality faculty, address emerging social and environmentai issues, meet industry
demands for a highly skilled workforce, and compete in rapidly developing
technology-based fields. Investments are proposed in competitive compensation;
interdisciplinary academic initiatives in the medical and bioclogical sciences,
computer and information sciences, and nanotechnology; health professional
education; and state special programmatic initiatives focused on rural,
agricultural, and environmental issues.

The University's 2002-03 Biennial Budget Proposal represents an increase of
$221.5 miliion in state funding over adjusted base level funding -- $150.0 million
for Strengthening the Foundation and $71.5 million for Investing in the Future. in
addition, the proposal includes a tuition model to average 3.0% for each of the
two years to yield a biennial increase of $23.0 million in tuition revenue, and a
reallocation model to average 2.5% of the University’s current state appropriation
to yield a biennial reallocation amount of $30.2 million. The total biennial
appropriation request is $1.423758 billion. The University’s current biennial
appropriation base is $1.208764 billion. The adjusted base, or starting point, for
FY 2002-03 is $1.202258 billion. :
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UNIVERSITY OF MINNESOTA - BUDGET BRIEF

Fund: GENERAL (Continued)

GOVERNOR’S RECOMMENDATION(S):

The Governor recommends an increase of $21.391 million in FY 2002 and
$27.227 miliion in FY 2003 from the General Fund. This will provide the
University with two-thirds of an inflationary adjustment of 3% per year for faculty
and staff compensation. The remaining third of the inflationary adjustment would
come from increased tuition revenues.

This recommendation alsc provides an increase of $8.0 million in FY 2002 from
the General Fund to stabilize core funding for the medical school. The Governor
also recommends an additional $8.237 million in FY 2003 and later years to the
Department of Health from the Medical and Research Education Fund,
generated by the tobacco endowment, as a contingent appropriation for the
University’'s Medical School. Additional details are provided in the Department of
Health's budget.

An important principle of the Governor's budget process has been to strongly
encourage agencies to reallocate within their existing budget to fund higher
priorities. The Governor is encouraged that the University has agreed with this
principle. Although the Governor does not recommend specific initiatives to be
funded by the University's reallocations, he encourages the University fo fund
priorities that exceed his recommendations out of these reallocations.

State of Minnesota 2002-03 Biennial Budget
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Program: OTHER APPROPRIATIONS
Agency: UNIVERSITY OF MINNESOTA
Program Summary Actual Actual Budgeted I;Y 2002 G ':\Y 2003 &
(Dollars in Thousands) FY 1999 FY 2000 FY 2001 gency overnor gency overnor
Base Request Recomm. Base Request Recomm.

Expenditures by Activity:

LCMR/MN RESOURCES 0 2,673 1,972 0 1,638 1,135 0 708 480

MINNCARE 2,537 2,837 2,837 2,537 2,537 2,537 2,537 2,537 2,537

PERMANENT UNIVERSITY FUND 1,677 1,409 952 3,322 3,322 3,322 5,068 5,068 5,068

TOBACCO MEDICAL EDUCATION 0 7.840 7,031 7,499 7,499 15,499 7,844 7.844 7.844
Total Expenditures 4,214 14,759 12,792 13,358 14,996 22,493 15,449 16,157 15,929
Change ltems: Fund

(A) DENITRIFICATION EVT 115 115 115 118

(A) EDUCATIONAL TV SERIES EVT 228 228

(A) FECAL POLLUTION MFR 275 275

(A) FOREST MANAGEMENT PRACTICES MFR 200 200

(A) GREEN STRATEGIES MFR 275

(A) IMPROVED AIR QUALITY SGS 90 90

(A) LANDSCAPE ARBORETUM EVT 365 365 365 365

(A) STARCH BASED PLASTICS MFR 90 90

(P) STRENGTHENING THE FOUNDATION GEN 8,000
Total Change Items 1,638 9,135 708 480
Financing by Fund:
Direct Appropriations:

ENVIRONMENT & NATURAL RESOURCE 0 1,723 1,972 0 708 480 0 708 480

GENERAL Q 4] 0 0 0 8,000 0 0 0

MINNESOTA RESOURCES 0 950 0 0 840 565 0 0 0

STATE GOVERNMENT SPECIAL REVENUE 0 0 0 0 90 90 0 0 0

HEALTH CARE ACCESS 2,537 2,837 2,837 2,537 2,537 2,537 2,537 2,537 2,637

MEDICAL EDUCATION & RESEARCH 0 7,840 7,031 7,499 7,499 7,499 7,844 7,844 7,844
Statutory Appropriations:

MISCELLANEQUS AGENCY 1,677 1,409 952 3,322 3,322 3,322 5,068 5,068 5,068
Total Financing 4,214 14,759 12,792 13,358 14,996 22,493 15,449 16,157 15,929
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BUDGET ACTIVITY SUMMARY

Budget Activity: LCMR/MN RESOURCES
Program: OTHER APPROPRIATIONS
Agency: UNIVERSITY OF MINNESOTA

ACTIVITY PROFILE:

Projects funded by the Legislative Commission on Minnesota Resources
(LCMR) provide research and public service support in accordance with
legislative initiatives in the areas of recreation, water, education, agriculture,
forestry, fisheries, wildlife, land management, minerals, waste, and energy.

BUDGET ISSUES:

The Legislative Commission on Minnesota Resources project recommendations
for the University of Minnesota in the 2002-2003 biennium include the following:

Evaluating Timber Harvesting and Forest
Management Guidelines $200,000

In cooperation with the Minnesota Forest Resources Council to initiate an
evaluation of the effectiveness of forest management timber harvesting
guidelines for riparian areas.

Green Infrastructure Design Strategies in

Washington, Ramsey, and Dakota Counties $275,000

To develop green infrastructure design strategies for incorporation into public
works projects.

Implementing Denitrification Strategies for Minnesota's

Contaminated Acquifers $230,000

To assess denitrification technology to remediate nitrate-contaminated
groundwater.

Improving Air Quality by Using Biodiesel
in Generators $90,000

To evaluate the use of biodiesel fuel in diesel powered generators and
associated impacts of emissions on air quality.

Determination of Fecal Pollution Sources in

Minnesota Watersheds $275,000

State of Minnesota 2002-03 Biennial Budget

To determine sources of fecal pollution in three impacted watersheds utilizing DNA
fingerprinting techniques, and evaluate the efficacy of implemented and proposed
abatement procedures to remediate fecal contamination.

Land Acquisition at the Minnesota

L.andscape Arboretum $730,000

To the University of Minnesota for an agreement with the University of Minnesota
Landscape Arboretum Foundation for the fourth biennium to acquire in-holdings of
the Minnesota Landscape Arboretum.

Uncommon Ground: An Educational

Television Series $455,000

To complete production of a multipart televised film series of the history of
Minnesota's natural landscapes.

Accelerated Technology Transfer for
Starch-Based Plastics $90,000

To produce and market biodegradable, starch-based piastic.

GOVERNOR’S RECOMMENDATION:

The Governor recommends that funding for the Green Infrastructure Design
Strategies and the Uncommon Ground video projects be reallocated to other
projects the administration considers to be higher priorities. A discussion of this
recommendation is included in the LCMR section of the Environmental Budget.
The Governor recommends all other LCMR projects.
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Activity: PERMANENT UNIVERSITY FUND
Program: OTHER APPROPRIATIONS
Agency: UNIVERSITY OF MINNESOTA
Budget Activity Summary Actual Actual Budgeted ';Y 2002 o ';Y 2003 5
(Dollars in Thousands) FY 1999 EY 2000 FY 2001 gency overnor gency overnor
Base Reguest Recomm. Base Request Recomm.
Expenditures by Category:

LOCAL ASSISTANCE 1,677 1,409 952 3,322 3,322 3,322 5,068 5,068 5,068
Total Expenditures 1,677 1,409 952 3,322 3,322 3,322 5,068 5,068 5,068
Financing by Fund: ]
Statutory Appropriations:

MISCELLANEQUS AGENCY 1,677 1,409 952 3,322 3,322 3,322 5,068 5,068 5,068
Total Financing 1,677 1,409 952 3,322 3,322 3,322 5,068 5,068 5,068
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BUDGET ACTIVITY SUMMARY

Budget Activity: TOBACCO MEDICAL EDUCATION
Program: OTHER APPROPRIATIONS
Agency: UNIVERSITY OF MINNESOTA

ACTIVITY PROFILE:

The 1999 legislature created the Medical Education Endowment Fund with
proceeds from the state’'s tobacco suit settlement lump sum payments.
Earnings from this fund are appropriated for medical education activities in the

state of Minnesota. A portion of these earnings is appropriated to the Board of

-‘Regents for the instructional costs of health professional programs at the
Academic Health Center.

Endowment funds are used within the Academic Health Center to support a
variety of medical education expenditures including: faculty salaries in the
medical school; nursing education; Twin Cities medical school accreditation
standards; rural health school programs; and Academic Health Center
programs in Rochester.

FINANCING INFORMATION:

Under M.S. 2000, up to 5% of the fair market value of the Medical Education
Endowment Fund is appropriated for medical education activities in the state of
Minnesota. The University of Minnesota receives quarterly appropriations
based on a percentage of this five percent of the fair market value of the fund.

At the time the endowment was established in statute, the appropriation to the
University was estimated to be $8.0 million per year. For FY 2000, the
appropriation totaled $7.8 million. For FY 2001, the appropriation is estimated
to be $7.0 million. Due to lower than anticipated lump sum payments from the
tobacco companies, the endowment principle is $24.4 million less than
originally intended by the legislature. The result of this lower principle is less
than intended earnings and therefore, less than intended appropriations to the
University for purposes of medical education. (The principle of the Tobacco
Prevention Endowment, also established by the legislature in 1999, is $38.1
million lower than anticipated due to the lower lump sum payment amounts.)

In order for legislative intent to be fully realized (i.e. the annual appropriation
from this fund to the University of Minnesota will total approximately $8.0
million), the principle of the Medical Education Endowment Fund needs to equal
the amount originally estimated when the endowment was established. The
principle of the endowment is currently $24.4 million less than originaily
intended. The University of Minnesota suggests that from the final lump sum
payments of the tobacco suit seftlement, the state appropriate $24.4 million to
the Medical Education Endowment Fund. In addition, the increased
appropriation will also benefit the medical education and research costs trust
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fund (MERC) through which the Commissioner of Health distributes funds to
Minnesota hospitals and clinics (i.e. those affiliated with the Academic Health
Center) to help cover the cost of providing clinical training sites for medical, dental,
pharmacy, advanced nursing, and other health professional students and
residents.

BUDGET ISSUES:

Budget plans for FY 2000 and 2001 are included as a supplement to this
document. ’

GOVERNOR’S RECOMMENDATION:

The Governor recommends an increase of $8.0 million in FY 2002 from the
General Fund to stabilize core funding for the medical school. The Governor
recommends an additional $8.237 million in FY 2003 and later years to the
Department of Health from the Medical. and Research Education Fund (generated
by the tobacco endowment) as a contingent appropriation for the University's
Medical School. Additional details are provided in the Department of Health's
budget.

Revised Page B-134



N i
Activity: TOBACCO MEDICAL EDUCATION
Program: OTHER APPROPRIATIONS
Agency: UNIVERSITY OF MINNESOTA
Budget Activity Summary Actual Actual Budgeted ';Y 2002 G ';Y 2003 G

‘ (Dollars in Thousands) FY 1999 FY 2000 FY 2001 gency overnor gency overnor
. Base Request Recomm. Base Request Recomm.
[ Expenditures by Category:

LOCAL ASSISTANCE 0 7,840 7,031 7,499 7,499 15,499 7,844 7.844 7,844
Total Expenditures 0 7,840 7,031 7,499 7,499 15,499 7,844 7,844 7,844
Change Items: Fund

(P) STRENGTHENING THE FOUNDATION GEN 8,000

| Total Change Items 8,000
Financing by Fund:
Direct Appropriations:

GENERAL o] 0 0 0 0 8,000 0 0 0

MEDICAL EDUCATION & RESEARCH 0 7,840 7,031 7,499 7,499 7,499 7,844 7,844 7,844
Total Financing 0 7,840 7,031 7,499 7,499 15,499 7,844 7,844 7,844
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Agency: UNIVERSITY OF MINNESOTA

RECONCILIATION OF F.Y.2001 TO BASE LEVEL
HIGHER EDUCATION BIL.L (GENERAL FUND)

2002-03
F.Y. 2001 F.Y. 2002 F.Y. 2003 BIENNIUM
INSTRUCTION:
APPROPRIATION --O & M 329,316 312,781 312,781 625,562
COST STUDY ADJUSTMENT (EST.) (16,535)
INCOME 253,221 0 0 0
INTENT TUITION 186,781 186,781 186,781
ADDITIONAL TUITION 66,440 66,440 66,440
FORMULA ADJUSTMENTS (actual only)
NON RECURRING (F.Y. 1999) (3,163) (3,163)
NON RECURRING (F.Y. 2000) (3,163) (3,163)
CURRENT SPENDING 566,002 559,676 566,002 1,125,678
NON-INSTRUCTION:
APPROPRIATION -- O & M (1) 201,937 218,492 218,492 436,984
COST STUDY ADJUSTMENT (EST.) 16,535
NON RECURRING (UMD Child Care) (220) (220) (440)
NON RECURRING (Parenting Education Curriculum) 20 (20) (20) (40)
APPROPRIATION -- SPECIALS 73,109 73,109 73,109 146,218
RECURRING (Transfer from DNR) 150 150 300
CURRENT SPENDING 291,601 291,511 291,511 583,022
BASE LEVEL SPENDING 857,603 851,187 857,513 1,708,700
DIRECT APPROPRIATIONS SUMMARY:
BASE LEVEL TOTALS 604,382 597,966 604,292 1,202,258
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Agency: POLLUTION CONTROL AGENCY

Biennial Change

Agency Summary Actual Actual Budgeted FY 2002 FY 2003 2002-03 Gov / 2000-01
(Dollars in Thousands) FY 1999 FY 2000 FY 2001 Governor Governor
Base Recomm. Base Recomm. Dollars Percent
Expenditures by Program:
WATER 14,233 16,639 23,270 22,171 23,859 22,351 23,639 7,589 19.0%
AIR 14,584 10,259 6,845 7,985 8,182 8,131 8,334 (588) (3.4%)
LAND 10,377 7,588 9,074 11,131 10,281 11,399 10,543 4,162 25.0%
INTEGRATED ENVIRONMENTAL PROGS 37,032 43,383 70,910 58,259 58,349 67,373 67,463 11,519 10.1%
ADMINISTRATIVE SUPPORT 10,648 11,007 12,587 12,410 12,410 12,835 12,835 1,651 7.0%
Total Expenditures 86,874 88,876 122,686 111,956 113,081 122,089 122,814 24,333 11.5%
Financing by Fund:
Direct Appropriations:
ENVIRONMENT & NATURAL RESOURCE 429 745 648 o] o] 0 0
GENERAL 14,092 13,485 16,090 17,184 17,909 17,481 18,206
MINNESOTA RESOURCES 0 50 50 0 313 0 0
PETROLEUM TANK RELEASE CLEANUP 3,571 3,382 3,594 3,511 0 3,616 0
STATE GOVERNMENT SPECIAL REVENUE 45 44 45 47 47 48 48
SPECIAL REVENUE 464 159 0 0 87 0 0
ENVIRONMENTAL 20,767 19,429 20,889 21,369 23,347 22,084 23,703
REMEDIATION 0 0 0 0 9,592 0 9,961 |
METRQ LANDFILL CONTINGENCY 125 0 0] 0 0 0 0
SOLID WASTE 6,712 6,643 7,643 7,394 0 7,629 0
Statutory Appropriations:
PUBLIC FACILITIES AUTHORITY 829 811 787 785 785 785 785
PETROLEUM TANK RELEASE CLEANUP 2,711 2,967 5,048 5,000 0 5,000 0
STATE GOVERNMENT SPECIAL REVENUE 1 1 1 1 1 1 1
SPECIAL REVENUE 12,086 9,410 6,401 11,333 11,333 11,454 11,454
FEDERAL 11,898 16,582 36,922 26,438 26,438 24,801 24,801
ENVIRONMENTAL 2,006 3,297 7,385 6,010 508 3,051 508
REMEDIATION o] 0 0 0 22,721 0 33,347
METRO LANDFILL CONTINGENCY 5 0 0 0 0 0 0
SOLID WASTE 11,133 11,871 17,182 12,884 0 26,139 0
Total Financing 86,874 88,876 122,686 111,956 113,081 122,089 122,814
FTE by Employment Type:
FULL TIME 754.3 764.6 750.1 698.4 712.9 673.7 688.2
PART-TIME, SEASONAL, LABOR SER 28.6 315 429 36.6 38.1 35.0 35.0
OVERTIME PAY 1.0 0.8 0.4 0.3 0.3 0.3 0.3
Total Full-Time Equivalent 783.9 796.9 7934 735.3 751.3 709.0 7235
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POLLUTION CONTROL AGENCY - BUDGET BRIEF

Fund: GENERAL

FY 2002 FY 2003 Biennium

BASE YEAR (FY 2001)  ($000s)

Appropriations $16,774 $16,774 $33,548

BASE ADJUSTMENT

One-Time Appropriations 9) (84) (€3)

Attorney General Costs 11 23 34

Space Rental/Lease 149 241 390

Salary & Benefits 259 527 786
BASE LEVEL (for 2002 and 2003) $17,184 $17,481 $34,665

CHANGE ITEMS

Feedlot Cost Share & Permit Admin 725 725 1,450
GOVERNOR'S RECOMMENDATION $17,909 $18,206 $36,115

BRIEF EXPLANATION OF BUDGET DECISIONS:

Background:
General funds are appropriated as base resources to support the water program

in the point source and non-point source activities which includes pass-through
doliars for the clean water partnership grants, county feedlot grant program, and
ISTS grants. The land program is appropriated general funds for hazardous
waste general operations and for the household hazardous waste program that
includes pass-through dollars to counties to subsidize their household hazardous
waste programs. Base resources are also appropriated to administrative
support, which includes the Commissioner’s Office, Fiscal Services, Information
Services, Organizational Development and Training, Human Resources, and
Public Information.

General Changes:
The one-time adjustment is for the Mercury Reduction program appropriation that

continues to be reduced each year.

The Attorney General base adjustment will be transferred to the Attorney General
to pay for same level services at increased hourly rates.

The Space Rental/l.ease base adjustment will help pay for added costs that wilt
be incurred as our lease rates increase. For our main office in St. Paul, this will
be the first per square foot rent increase in ten years.

The Salary and Benefits base adjustment reflects a portion of the added costs of
increases anticipated as a result of the next round of collective bargaining.
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Change ltems:

With one exception, all of the change items presented by the PCA are
reprioritizations and involve the reallocation of existing funds from one program
use to another program use. They will be most completely described as change
item requests in the area of the new use.

The Feediot change item involves a transfer from Clean Water Partnership
Program pass-through grants and reprioritization of that money for county
delegated program grants, and funding for cost share for farmers to fix up
feedlots to meet environmental standards in priority watersheds. In addition, an
appropriation is requested for PCA feedlot permit staff.

GOVERNOR’S RECOMMENDATION

The Governor recommends the agency’'s base level funding with the following
adjustments:

®  abiennial increase of $1.45 million for additional PCA feedlot permit staff;

" abiennial transfer of $1.4 million from Clean Water Partnership grants to the
Board of Water and Soil Resources for cost share assistance to livestock
producers for feedlot upgrades required under the revised feedlot rules;

B a biennial transfer of $1.07 million from Clean Water Partnership grants to
the Board of Water and Soil Resources for county feedlot grants to
delegated counties for permitting responsibilities. '
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Agency: POLLUTION CONTROL AGENCY

Biennial Change
Summary of Agency Revenues Actual Actual Budgeted FY 2002 FY 2003 2002-03 Gov / 2000-01
(Dollars in Thousands) FY 1999 FY 2000 FY 2001 Governor Governor
Forecast Recomm. Forecast Recomm. Dollars Percent
Non-Dedicated Revenue:
Departmental Earnings:

GENERAL 0 0 0 8 8 8 8 16

PETROLEUM TANK RELEASE CLEANUP 13 11 8 8 8 8 8 (3) (15.8%)

STATE GOVERNMENT SPECIAL REVENUE 39 36 30 37 37 37 37 8 12.1%

CAMBRIDGE DEPOSIT FUND 9 10 8 0 0 0 0 (18) (100.0%)

ENVIRONMENTAL 13,326 14,480 14,301 14,578 9,539 15,191 9,967 (9,275) (32.2%)

REMEDIATION 0 .0 0 0 62 0 262 324
Other Revenues:

GENERAL 23 16 10 260 260 260 260 494 1,200.0%

PETROLEUM TANK RELEASE CLEANUP 152 537 40 40 40 40 40 (497) (86.1%)

CAMBRIDGE DEPOSIT FUND 38 490 250 0 0 0 0 (740) (100.0%)

ENVIRONMENTAL 655 619 627 640 3,206 652 3,062 5,022 403.0%

REMEDIATION 0 0 0 0 3,148 0 3,040 6,188

METRO LANDFILL CONTINGENCY 77 201 166 220 0 273 0 (367) (100.0%)

CLOSED LANDFILL INVESTMENT 0 375 0 1,417 1,417 1,117 1,117 2,159 575.7%

SOLID WASTE 2,546 3,194 3,777 2,576 0 2,420 0 (6,971) (100.0%)
Taxes:

GENERAL 0 0 1 1 1 1 1 1 100.0%
Total Non-Dedicated Receipts 16,878 19,969 19,218 19,785 17,726 20,007 17,802 (3,659) (9.3%)
Dedicated Receipts:

Departmental Earnings: )

SPECIAL REVENUE 452 357 477 478 478 338 338 (18) (2.2%)

ENVIRONMENTAL 62 59 47 52 0 52 0 (106) (100.0%)
Grants:

SPECIAL REVENUE 3,377 2,925 3,200 3,131 3,131 2,900 2,900 (94) (1.5%)

FEDERAL 12,056 16,344 36,459 26,363 26,363 24,781 24,781 (1,659) (3.1%)
Other Revenues:

GENERAL 52 0 0 0 0 0 0 0

SPECIAL REVENUE 1,186 1,289 1,702 7,608 7,608 8,210 8,210 12,827 428.9%

ENVIRONMENTAL 4,713 3,609 3,466 3,048 30 2,889 32 (7,013) (99.1%)

REMEDIATION 0 0 0 0 100 0 100 200
Other Sources:

ENVIRONMENTAL 126 141 171 192 192 218 218 98 31.4%
Total Dedicated Receipts 22,024 24,724 45,522 40,872 37,902 39,388 36,579 4,235 6.0%

[ Agency Total Revenues [ 38902 44693 | 64740 [ 60,657 55628 | 59,395 54,381 576 0.5% |
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POLLUTION CONTROL AGENCY - FEDERAL FUNDS SUMMARY

In the 2000-01 biennium, the Pollution Control Agency (PCA) received
approximately 23% of its resources from the federal government. This funding
comes to the PCA in the form of several large, media specific grants, as well as
smaller, specific purpose grants. These grants are made by the United States
Environmental Protection Agency (EPA). The funds are important because they
enable the PCA to carry out activities specified in the current Environmental
Performance Partnership Agreement (EnPPA) between the PCA and EPA and
other EPA initiatives.

The PCA again received a Performance Partnership Grant (PPG), this time with
a budget period that aligned with state FY 2000-01. The PPG combines eight
specific grants into one award, increasing the PCA's flexibility to use federal
funds across PCA programs while maintaining its commitments on deliverables.
There are, however, 47 other grants—including cleanup and Water's nonpoint
source implementation programs—that are not included in the PPG. The EnPPA
serves as the program plan for the PPG. Having one award and one work plan
streamlines some of the administrative requirements of federal grants.

The PCA received a one-time grant of $300,000 for the One Stop Project. This
grant provides a means for the PCA to make further progress toward meeting our
integrated data management needs, including geographic presentation.

Although EPA grants to the PCA increased from 1999 to 2001, reduced funding
for administrative expenses is projected for the period FY 2002-03 as compared
to' FY 2000-01. Most of the increase in federal grant funds from 1999 to 2001 is
attributed to receiving funds for cleanup projects moving into the remedial phase,
pass-through grants, and contracted services. A decrease however is projected
for FY 2002-03 for clean-up projects moving into the remedial phase and pass-
through grants. Revenues for staffing and operating costs are also expected to
decline overall.

FEDERAL FUND DISTRIBUTION BY CATEGORY

40,000 W Cleanup,
’ Contracts, Pass-
30,000 throu-gh
& O Staffing
S 20,000
£ 10,000 M Operating

FYS9 FYO0O FYO01 FY02 FYO03
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FEDERAL FUND DIRECT EXPENDITURES BY CATEGORY

Table 1 FY 2000-01 FY 2002-03 | Change From
2000-01 to 02-03

Operating Costs & 27,872 25,590 (2,282)

Staffing

Cleanup, Contracts 25632 24,643 (989)

and Pass-through ’

Grants

Totals 53,504 50,233 (3271)

Land Program activities expect funding changes during the biennium. The
Superfund Block Funding Grant (Superfund administrative support, site
assessments, brownfields, and voluntary investigation and cleanup (VIC)
program) declined by approximately $400,000 for FY 2001. ltis believed that the
grant will increase by about $200,000 in FY 2002 and hold at that level for
FY 2003. Total federal Superfund funding will also eventually begin to decline as
the number of federal Superfund sites in Minnesota decreases.

Air Program activities expect relatively stable grant funding in the coming
biennium for the Section 105/Air Pollution Control program. The PCA received
funding for the ambient monitoring of fine particulate matter (PM2.5) which is part
of the Section 103/Air Research and Development Program grant. This funding
has enabled the PCA to deploy a monitoring network and gather data to
determine compliance with the National Ambient Air Quality Standard for PM2.5.
Funding levels may decrease slightly once the monitoring networks have been
established, largely because equipment purchases will have been completed.
Funding should remain relatively stable as the program matures.

Water Program activities have experienced some increased funding. The Water
106/Water Pollution Control funding portion of the PPG is anticipated to increase
by $1.1 million in FY 2002, but it is too early to know if the funds will be
earmarked for specific activities. After increasing sharply in 1999 and
experiencing relative stability in 2000, the Water 319/Nonpoint Source
Implementation program is anticipated to increase by $1.5 million in FY 2002. It
is anticipated that this funding will stabilize in future years.

The PCA received several competitive grants in the air and water programs.
One of the larger ones is an $850,000 grant to study methylmercury in
watersheds. Another Air Section 103 grant will provide funding to research the
reaction of mercury in various wastes or solids applied to agricultural lands. The
PCA has also received a number of grants through the Great Lakes National
Program Office (GLNPO) of EPA Region 5 that protect the Great Lakes.
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POLLUTION CONTROL AGENCY - FEDERAL FUNDS SUMMARY (Continued)

Reimbursement of Technical Services -0- State Operations 353 532 532 532
Air Pollution Control Program Support -0- State Operations 37 -0- -0- -0-
Grants — Political
Lake Restoration Cooperative Agreement -0- Sub. -0- -0- -0- -0-
Water Quality Management Planning_ -0- State Operations 192 268 310 310
Grants — Political

Non-point Source Implementation Grants 133 Sub. 1,940 6,897 4,132 4,132
Non-point Source Implementation Admin 1,782 State Operations 2,615 2,965 3,012 3,002
Wetlands Protection: Development Grants 33 State Operations 150 124 -0- -0-
National Pollutant Discharge Elimination 9 State Operations 138 100 -0- -0-
Great Lakes Programs 4 State Operations 163 369 700 700
Environmental Protection: Consolidated

Research 2 State Operations 195 529 238 -0-
Air Pollution Research 15 State Operations 247 184 68 58
Wastewater Pollution Control — Research -0- State Operations 10 -0- -0- -0-
Performance Partnership Grants 4,364 State Operations 5,237 5,822 6,162 5,100
Surveys, Studies, Investigations, and Special
Purpose Grants 103 State Operations 704 1,321 605 493
Training and Fellowship Grants for EPA 13 State Operations 37 33 33 33
One Stop Reporting -0- State Operations 7 300 80 -0-
Toxic Substances Compliance Monitoring —

Cooperative Agreements 4 State Operations 1 48 55 16
Pollution Prevention Grants Program 7 State Operations 27 -0- -0- -0-
State and Tribal Environmental Justice -0- State Operations -0- 58 31 -0-
Superfund State Site-Specific Cooperative

Agreements 27 State Operations 2,711 15,328 9,095 9,095
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POLLUTION CONTROL AGENCY - FEDERAL FUNDS SUMMARY (Continued)

L
State and Tribal Underground Storage Tank
Program -0- State Operations 5 12 -0- -0-
Leaking Underground Storage Tank Trust
Fund Program 127 State Operations 1,656 1,329 1,310 1,310
Grants - Political
Brownsfield Pilot Cooperative Agreements -0- Subdivision 16 150 -0- -0-
Capitalization Grants for Drinking Water
Revolving Fund -0- State Operations -0- 90 -0- -0-
Special Project Grants -0- State Operations 3 -0- -0- -0-
Total (Federal Direct) 16,344 36,459 26,363 24781 .
Total (Federal Indirect — Special Revenue
(P02) 2,953 3,310 3,390 3,190
| Agency Total 6,623 19,297 39,769 29,753 27,971
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Program: AIR
Agency: POLLUTION CONTROL AGENCY
Biennial Change
Program Summary Actual Actual Budgeted FY 2002 FY 2003 2002-03 Gov / 2000-01
(Dollars in Thousands) FY 1999 FY 2000 FY 2001 Governor Governor
Base Recomm. Base Recomm. Dollars Percent
Expenditures by Activity:
REGULATORY COMPLIANCE 4,548 4,062 4,869 5,521 5,521 5,580 5,580 2,170 24.3%
COMMUNITY & ASSISTANCE 10,036 6,197 1,976 2,464 2,661 2,551 2,754 (2,758) (33.7%)
Total Expenditures 14,584 ° 10,259 6,845 7,985 8,182 8,131 8,334 (588) (3.4%)
Change Items: Fund
(B) AIR TOXICS/MOBILE SOURCE REDUCTION ENV 197 203
Total Change Iltems 197 203
Financing by Fund:
Direct Appropriations:
GENERAL 0 84 240 135 135 62 62
SPECIAL REVENUE 464 159 0 0 0 0 0
ENVIRONMENTAL 6,245 5,712 6,126 7,456 7,653 7,689 7,892
Statutory Appropriations:
SPECIAL REVENUE 7,615 4,086 154 130 130 130 130
FEDERAL 58 23 48 14 14 0 0
ENVIRONMENTAL 202 195 277 250 250 250 250
Total Financing 14,584 10,259 6,845 7,985 8,182 8,131 8,334
FTE by Employment Type:
FULL TIME 77.9 83.6 723 66.9 69.9 65.4 68.4
PART-TIME, SEASONAL, LABOR SER 23 48 5.8 6.7 6.7 6.7 6.7
OVERTIME PAY 0.2 0.2 0.2 0.2 0.2 0.2 0.2
Total Full-Time Equivalent 80.4 88.6 78.3 73.8 76.8 723 75.3
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Activity: COMMUNITY & ASSISTANCE
Program: AIR
Agency: POLLUTION CONTROL AGENCY
Biennial Change
Budget Activity Summary Actual Actual | Budgeted FY 2002 FY 2003 2002-03 Gov / 2000-01
(Dollars in Thousands) FY 1999 FY 2000 FY 2001 Governor Governor
Base Recomm. Base Recomm. Dollars Percent
Expenditures by Category:
State Operations
COMPENSATION 1,711 1,220 1,218 1,306 1,477 1,370 1,652 591 24.2%
OTHER OPERATING EXPENSES 8,123 4,782 482 909 935 932 953 (3,376) (64.1%)
OTHER FINANCIAL TRANSACTIONS 202 195 276 249 249 249 249 27 5.7%
Total Expenditures 10,036 6,197 1,976 2,464 2,661 2,551 2,754 (2,758) {33.7%)
Change Items: Fund
(B) AIR TOXICS/MOBILE SOURCE REDUCTION ENV 197 203
Total Change Items 197 203
Financing by Fund:
Direct Appropriations:
SPECIAL REVENUE 464 159 0 0 0 0 0
ENVIRONMENTAL 1,795 1,822 1,619 2,139 2,336 2,226 2,429
Statutory Appropriations:
SPECIAL REVENUE 7,575 4,021 80 75 75 75 75
ENVIRONMENTAL 202 195 277 250 250 250 250
Total Financing 10,036 6,197 1,976 2,464 2,661 2,551 2,754
FTE by Employment Type:
FULL TIME 30.2 227 21.3 21.6 246 21.7 24.7
PART-TIME, SEASONAL, LABOR SER 0.9 1.7 1.4 1.4 14 1.4 1.4
Total Full-Time Equivalent 31.1 24.4 22.7 23.0 26.0 231 26.1
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BUDGET CHANGE ITEM (46409)

Budget Activity: COMMUNITY & ASSISTANCE
Program: AIR
Agency: POLLUTION CONTROL AGENCY

Item Title: AIR TOXICS/MOBILE SOURCE REDUCTION

2002-03 Biennium 2004-05 Biennium

FY 2002 FY 2003 FY 2004 FY 2005
Expenditures: ($000s)
Environmental Fund $197 $203 $203 $203
Revenues: ($000s)
Statutory Change? Yes No X
If yes, statute(s) affected:
New Activity Supplemental Funding X __Reallocation

GOVERNOR’S RECOMMENDATION:

The Governor recommends that $197,000 in FY 2002and $203,000 in FY 2003
be reallocated from the Environmental Fund within the Pollution Controt Agency
(PCA) to raise awareness among stakeholders and citizens on new air quality
issues and to encourage opportunities for self-sufficiency in reducing air
pollution. This would be accomplished by developing a better scientific
understanding of emerging air quality issues, and using that knowledge to
develop incentives for less polluting behavior.

RATIONALE:

This reallocation will allow the PCA to reduce potential cancer risk, asthma, and
other health effects associated with breathing outdoor pollutants from nonpoint
sources as well as reduce the impacts on wildlife and other ecological systems.
Traditional smokestack industries are estimated to be responsible for less than
10% of total air toxics emissions while mobile and area sources, often referred
to as nonpoint sources, make up the balance. This reallocation also focuses on
educating Minnesotans about the new air pollution issues facing us.

As one of the objectives of the PCA Five-Year Strategic Plan, the agency will
reduce exposure to toxic air pollutants by further assessing the extent of the
exposure to air toxics, proposing reduction strategies where appropriate, and
starting a process to build partnerships to address problems. This is part of a
multi-year effort to develop state policy on important environmental problems,
one of which is reducing the threat to Minnesota citizens and wildlife from toxic
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pollutants. The agency’s Five-Year Strategic Plan requires the identification and
implementation of partial solutions that are obvious and easy to implement. The
requested reallocation will enable the PCA to attain these goals.

One FTE is needed to design and implement the strategies to reduce air
emissions from the higher priority area sources, such as gas stations, wood
burning stoves, and certain other industrial sectors that are not being addressed at
the federal level. Currently, no FTEs are allocated to this effort, even though more
than a third of toxic air emissions come from these smaller sources.

One FTE is needed to continue to develop an even better understanding of future
air toxics and ozone trends in Minnesota, and potential environmental and
economic impacts resulting from those trends.

One FTE is needed for communication of air issues. Currently, air pollution
issues, such as greenhouse gases, ozone (smog), and air toxics, are
communicated separately on a limited and reactive basis by the PCA. As a result,

- it is difficult to educate citizens about the environmental problems caused by

mobile sources (cars, trucks, and off-road vehicles), which are the largest source
of smog-forming and cancer-causing air pollution in Minnesota. Until recently, the
PCA only addressed carbon monoxide pollution from these sources, but the PCA
has shown that in many parts of the state, concentrations of toxic substances and
levels of smog are of concern. At the current level of staffing, it is difficult for the
PCA to engage effectively in a proactive air communications campaign. The PCA
has developed this reallocation request based on the requirements of the
Governor's Big Plan and a larger PCA reorientation toward emerging
environmental issues. This reallocation request also responds to stakehoider
requests that PCA enhance its communication and demonstrate leadership on this
environmental issue.

FINANCING:

Reallocation would be from the salvage yard on-site technical assistance program
(in the Land/Community Assistance Budget Activity). The Motor Vehicle Title
Transfer Fee currently funds this program. The primary purpose of the Salvage
Yard Program has been achieved. The funding is shifted to address more
pressing environmental problems caused by motor vehicles and other dispersed
sources of air pollution. This reallocation represents an 11% increase in activity
directed at reducing air toxics and other pollutants from area and mobile sources.
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BUDGET CHANGE ITEM (46409) (Continued)

Budget Activity: COMMUNITY & ASSISTANCE
Program: AIR
Agency: POLLUTION CONTROL AGENCY

Iltem Title: AIR TOXICS/MOBILE SOURCE REDUCTION

OUTCOMES:

The PCA will measure its success by

B  estimating tons of air toxics and other air pollutants emitted from source
categories targeted for reductions;

B estimating tons of air toxics and other air pollutants emitted from all source
_categories on an annual basis;

B measuring the levels of toxic air pollutants in the ambient air;

®  measuring the levels of toxic air pollutants at selected facilities;

®  using emissions estimates to model the number of Minnesotans exposed to
concentrations of air toxics above health benchmarks; and

||

conducting a survey to determine whether the public’'s awareness of air
issues is changed from earlier baseline surveys.
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Program: INTEGRATED ENVIRONMENTAL PROGS
Agency: POLLUTION CONTROL AGENCY
Biennial Change
Program Summary Actual Actual | Budgeted FY 2002 FY 2003 2002-03 Gov / 2000.01
(Dollars in Thousands) FY 1999 FY 2000 FY 2001 Governor Governor
Base Recomm. Base Recomm. Dollars Percent
Expenditures by Activity:
INTEGRATED ENVIRONMENTAL PROGS 4,257 5,428 6,664 6,693 8,693 5,490 5,490 91 0.8%
ENVIRONMENTAL OUTCOMES 7,129 7,891 10,174 8,283 9,038 8,059 8,484 (543) (3.0%)
CLEANUP 25,646 30,064 54,072 43,283 42,618 53,824 53,489 11,971 14.2%
Total Expenditures 37,032 43,383 70,910 58,259 58,349 67,373 67,463 11,519 10.1%
Change items: Fund
(A) PCA ENVIRONMENTAL TAX REFORM ENV (8,755) (5,952)
(A) PCA ENVIRONMENTAL TAX REFORM PET (6,293) (6,346)
(A) PCA ENVIRONMENTAL TAX REFORM REM 30,544 41,143
(A) PCA ENVIRONMENTAL TAX REFORM sSw (15,496) (28,845)
(B) MALFORMED FROG SAMPLE COLLECTION ENV 90 90
(B) BASIN MONITORING INFORMATION ENV 665 335
(B) SUPERFUND REALLOC TO BASIN MONITORING REM (665) (335)
Total Change ltems S0 90
Financing by Fund:
Direct Appropriations:
ENVIRONMENT & NATURAL RESOURCE 311 333 0 0 0 0 0
GENERAL 3,773 3,088 3,288 2,556 2,556 2,565 2,565
MINNESOTA RESOURCES 0 50 50 0 0 0 0
PETROLEUM TANK RELEASE CLEANUP 1,633 1,429 1,331 1,293 0 1,346 0
ENVIRONMENTAL 6,202 6,236 6,769 7,829 5,379 8,131 5,195
REMEDIATION 0 0 0 0 7,275 0 7,578
METRO LANDFILL CONTINGENCY 117 0 0 0 0 0 0
SOLID WASTE 522 2,478 1,783 2,777 0 2,871 0
Statutory Appropriations:
PETROLEUM TANK RELEASE CLEANUP 2,711 2,967 5,049 5,000 0 5,000 0
SPECIAL REVENUE 621 548 848 594 594 567 567
FEDERAL 8,469 11,620 27,897 19,941 19,941 18,328 18,328
ENVIRONMENTAL 1,645 2,899 6,878 5,550 0 2,591 0
REMEDIATION 0] 0] 0 0 22,604 0 33,230
SOLID WASTE 11,028 11,735 17,017 12,719 0 25,974 0
Total Financing 37,032 43,383 70,910 58,259 58,349 67,373 67,463
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Program: INTEGRATED ENVIRONMENTAL PROGS
Agency: POLLUTION CONTROL AGENCY

Program Summary Actual Actual Budgeted FY 20062 FY 20063

(Dollars in Thousands) FY 1999 FY 2000 FY 2001 overnor overnor
Base Recomm. Base Recomm.

FTE by Employment Type:
FULL TIME 272.8 320.9 313.0 274.9 280.4 256.5 262.0
PART-TIME, SEASONAL, LABOR SER 11.6 *14.3 18.6 15.8 15.8 14.2 14.2
OVERTIME PAY 0.4 0.5 0.1 0.1 0.1 0.1 0.1
Total Full-Time Equivalent 284.8 335.7 331.7 290.8 296.3 270.8 276.3
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Activity: ENVIRONMENTAL OUTCOMES
Program: INTEGRATED ENVIRONMENTAL PROGS
Agency: POLLUTION CONTROL AGENCY
Biennial Change
Budget Activity Summary Actual Actual Budgeted FY 2002 FY 2003 2002-03 Gov / 2000-01
(Dollars in Thousands) FY 1999 FY 2000 FY 2001 Governor Governor
) Base Recomm. Base Recomm. Dollars Percent
Expenditures by Category:
State Operations
COMPENSATION 3,871 4,766 4,723 4,288 4,622 4,423 4,777 (90) (0.9%)
OTHER OPERATING EXPENSES 2,376 2,405 4,481 3,437 3,858 3,306 3,377 349 5.1%
Subtotal State Operations 6,247 7,171 9,204 7,725 8,480 7,729 8,154 259 1.6%
LOCAL ASSISTANCE 882 720 970 558 558 330 330 (802) (47.5%)
Total Expenditures 7,129 7,891 10,174 8,283 9,038 8,059 8,484 (543) (3.0%)
Change ltems: Fund
(A) PCA ENVIRONMENTAL TAX REFORM ENV 958 1,010
(A) PCA ENVIRONMENTAL TAX REFORM REM 80 80
(A) PCA ENVIRONMENTAL TAX REFORM Sw (1,038) (1,090)
(B) MALFORMED FROG SAMPLE COLLECTION ENV 90 90
(B) BASIN MONITORING INFORMATION ENV 665 335
Total Change items 755 425
Financing by Fund:
Direct Appropriations:
ENVIRONMENT & NATURAL RESOURCE 140 333 0 0 0 0 0
GENERAL 3,320 2,592 2,777 2,051 2,051 2,036 2,036
ENVIRONMENTAL 2,276 2,270 2,357 2,301 4,014 2,383 3,818
REMEDIATION 0 0 0 0 80 0 80
SOLID WASTE 292 886 825 1,038 0 1,090 0
Statutory Appropriations:
SPECIAL REVENUE 228 150 156 123 123 118 118
FEDERAL 873 1,660 4,059 2,770 2,770 2,432 2,432
Total Financing 7,129 7,891 10,174 8,283 9,038 8,059 8,484
FTE by Employment Type:
FULL TIME 68.4 79.9 74.3 62.7 68.2 62.5 68.0
PART-TIME, SEASONAL, LABOR SER 54 6.6 5.2 3.9 3.9 2.8 2.8
OVERTIME PAY 0.3 0.4 0.0 0.0 0.0 0.0 0.0
Total Full-Time Equivalent 74.1 86.9 79.5 66.6 721 65.3 70.8
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BUDGET CHANGE ITEM (54208)

Budget Activity: ENVIRONMENTAL OUTCOMES
Program: INTEGRATED ENVIRONMENTAL PROGS
Agency: POLLUTION CONTROL AGENCY

Item Title: MALFORMED FROG SAMPLE COLLECTION

2002-03 Biennium 2004-05 Biennium

FY 2002 FY 2003 FY 2004 FY 2005

Expenditures: ($000s)

Environmental Fund $90 $90 $-0- $-0-
Revenues: ($000s)

General Fund $-0- $-0- $-0- $-0-
Statutory Change? Yes No___ X
if yes, statute(s) affected:

New Activity Supplemental Funding X __ Reallocation

GOVERNOR’S RECOMMENDATION:

The Governor recommends that $90,000 be reallocated from the Environmental
Fund in FY 2002 and $90,000 in FY 2003 for malformed frog sample collection
and census work.

RATIONALE:

The Pollution Control Agency (PCA) has been studying the malformed frog
problem for six years. When our research began in 1995, the agency was the
only organization that was studying the problem in Minnesota and the nation.
To leverage state funds at our disposal the agency chose to partner with other
agencies that could contribute resources of their own to the investigation.
Today, several federal agencies are researching various aspects of the
malformed frog problem in Minnesota including the U.S. Geological Survey, the
U.S. Environmental Protection Agency (EPA) and the U.S. Department of
Agriculture.

Stakeholder input collected during budget preparation indicated that although
malformed frog research is seen an important issue, it is viewed as a problem
of nationwide scope and more appropriately led by a federal agency rather than
by a state agency.

This initiative would fund a limited continuation of frog census work at identified
hot spots and providing samples from Minnesota sites to researchers who are
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interested in studying Minnesota’s malformed frogs. Frog census work allows us
to determine if the problem is getting worse or better with time and may produce
information that leads to further research which federal agencies can pursue.

FINANCING:

The $90,000 per year for FY 2002 and FY 2003 will fund 1.5 FTEs which is the
minimum number of staff necessary to conduct the collection of frog samples for
federal research. This amount will fund $80,000 per year for salary, with the
balance for related supplies and equipment, and in-state travel to Minnesota sites.
A one-time appropriation funded this activity in FY 2000 and FY 2001. This change
item represents a 62% decrease in funding for a reduced level of this activity.

The PCA proposes to reallocate $180,000 for the FY 2002-03 biennium from the
PCA'’s current base funding for the Listed Metals Program (in the Land/Community
Assistance Budget Activity). The Listed Metals Advisory Council will complete its
work by December 2000 ending the need for listed metals expenditures. The
forecasted expenditures are reprioritized to address more pressing environmental
problems.

QUTCOMES:

Funding will allow malformed frog census work and sample collection in Minnesota
to continue in a cost-effective manner by

® allowing the PCA to continue frog census work, which no other agency is
doing;

™ allowing non-agency researchers to have a supply of frog, water, and
sediment samples with which to work, with the result that information specific
to Minnesota can be provided; and

®  permitting the agency to continue distributing up-to-date information on the
frog malformation problem on its web site and through printed materials.

Measures of the program’s success include

® documented progress toward identifying the agents causing malformed frogs
in Minnesota;

®  number of requests for research samples and percent of positive responses
by researchers when PCA provides samples;

® maintenance of contacts with researchers nationwide, which will enable the
PCA to provide the latest research results to the citizens of Minnesota through
its web site and printed fact sheets, the number of web site hits and requests
for information will be documented; and

¥  publication of additional research articles addressing the potential causes of
malformed frogs in Minnesota.
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BUDGET CHANGE ITEM (46407)

Budget Activity: ENVIRONMENTAL OUTCOMES
Program: INTEGRATED ENVIRONMENTAL PROGS
Agency: POLLUTION CONTROL AGENCY

Item Title: BASIN MONITORING INFORMATION

2002-03 Biennjum 2004-05 Biennium

FY 2002 FY 2003 FY 2004 FY 2005

Expenditures: ($000s)

Environmental Fund $665 $335 $500 $500
Revenues: ($000s)

General Fund $-0- $-0- $-0- $-0-
Statutory Change? Yes No__ X
If yes, statute(s) affected:

New Activity Supplemental Funding X___Reallocation

GOVERNOR'S RECOMMENDATION:

The Governor recommends that $665,000 be reallocated from the
Environmental Fund in FY 2002 and $335,000 in FY 2003 for increased
monitoring of the water quality of the Upper Mississippi River Basin and to
make the resulting water information more readily accessible to stakeholders
and the general public.

RATIONALE:

The Pollution Control Agency (PCA) has been receiving an increasing number
of requests for environmental data and information. Interest is particularly
strong in the Upper Mississippi River Basin because water quality is generally
good, but under pressure; development is increasing; and there are a large
number of lakes, rivers, and streams in the basin. There is a need both to fill in
some of the significant gaps in our current monitoring efforts, and also to
interpret and make more easily accessible the data that is collected. Data and
information collected by cities and counties will be sought and incorporated with
PCA monitoring data and information, then presented together to provide the
most complete picture possible. This is a key electronic government service in
the environmental area.

This initiative would involve streamflow and chemistry monitoring in areas of the
Mississippi River for which such data does not currently exist. Data from
monitoring efforts by other units of government, lake associations, and others
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would be obtained. The main thrust of the initiative is to make water information
that is collected for this area more readily accessible. This would include data
analysis, presentation, and delivery. Customer research would be used to
determine the means of presentation that would be most useful for various
customer groups, primarily local government staff, local elected officials and
legislators, but also citizens and citizen groups.

In a series of focus groups conducted around Minnesota in mid 2000 for input on
the biennial budget, a strong theme for electronic access to monitoring data and
information emerged, particularly among local government staff and elected
officials. Those groups also expressed a strong interest in integrating locally-held
monitoring data with state-held monitoring data so the most complete
environmental picture could be created. Interest in accessing monitoring data and
information was expressed by other stakeholder groups as well, including
business and environmental groups.

Monitoring data and information is needed at both the state and local levels to
determine the *health” of the local and regional environment. Knowing the full
environmental health picture in a particular geographic area is a corerstone upon
which to set environmental priorities. When data collected at either the state or
local level is not readily available to, and interpreted for the other level,
environmental improvement efforts cannot be sufficiently coordinated or well
aimed. When this data and information is available, though, individual citizens and
citizen groups are -able to take local actions to improve their environments.

FINANCING:

Approximately $40,000 per year is currently spent on project specific monitoring
activities in the Upper Mississippi Basin. The increasing information accessibility
activities are unlike anything PCA is currently doing. The $665,000 for FY 2002
includes $80,000 for purchase of monitoring equipment; $155,000 for two
monitoring staff and related supplies and expense (S&E); $180,000 for one GIS
database administrator, one information technology infrastructure person and
related S&E; and $250,000 for contracting for development of a geographic
database and consultation on how to make it accessible through the Internet. The
$335,000 for FY 2003 includes $155,000 for two monitoring staff and related S&E,
and $180,000 for the GIS database administrator, one information technology
infrastructure person and related S&E. This change item represents a 14%
increase over current expenditure for the environmental monitoring and evaluation
program,

_The PCA proposes to reallocate $1 million per biennium within PCA’s current base

funding for Superfund (located in the integrated environmental programs/cleanup
budget activity.) This will affect clean-up activity. Although there is no statutory
deadline, PCA had previously indicated to the legislature that Superfund site
construction would be completed by 2006. As a result of this reallocation targeted

Revised Page D-81



BUDGET CHANGE ITEM (46407) (Continued)

Budget Activity: ENVIRONMENTAL OUTCOMES
Program: INTEGRATED ENVIRONMENTAL PROGS
Agency: POLLUTION CONTROL AGENCY

ltem Title: BASIN MONITORING INFORMATION

Superfund site construction delays would occur. The remaining sites in the
Superfund Program have stable releases that do not pose an immediate threat
to the public. Accordingly, the PCA can reasonably delay the completion work
at these sites.

Detail on the portion of this initiative designated for information technology
funding follows:

Funding 2002-03 Biennium 2004-05 Biennium 2006-07 Biennium
Distribution FY2002 FY2003 FY2004 FY2005 | FY2006 | FY2007
Personnel 166 171 177 183 189 196
Supplies 0 0 0 0 0 0
Hardware 0 0 0 0 0 0
Software 9 4 0 0 0 0
Facilities 0 0 0 0 0 0
Services 250 0 0 0 Q 100
Training 5 5 5 5 5 5
Grants 0 0 0 0 Q 0
Total 430 180 182 188 194 301
LIFE CYCLE ANALYSIS:

Life Cycle Status | 2002-03 Biennium 2004-05 Biennium 2006-07 Biennium

FY2002 FY2003 FY2004 FY2005 | FY2006 | FY2007
Development X X X
Operations X X X X X X
Modification X X X X X
Retirement

The project will involve:

*Predesign: Raw-monitoring data is of little use to most people, so we will need
to understand how people want to use the data and information. We plan to
conduct a stakeholder input process (e.g. focus groups) as part of this project to
learn as clearly as possible those needs. All predesign will occur in the first half
of FY 2002.

*Collection: Collection of additional monitoring data, both by installing more
monitors and by acquiring monitoring data from local governments.
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*Analysis: That information will drive our decisions about how much analysis of
the data to conduct. When data is analyzed, it becomes information because it
now has a context. For example, the phosphorus loading in a stream is simply
data. How that phosphorus will impact fish and other aquatic life is information.

*Presentation: The stakeholder input process will also dictate how the data and
information should be presented. For example, do people want GIS mapping via
the web, or graphs for the health of specific lakes, or descriptive narration of the
impacts of certain contaminants, or combinations of all these and more.

*Delivery: Once the analysis and presentation components are understood, then
we can decide the details of how to deliver the information (e.g.: web, graphics,
CD-ROM, etc).

PLANNING

The IT planning will involve a number of our IT staff, including the IT leadership
team and our team of senior technical staff. Planning will be conducted as the
predesign is progressing and will be completed in mid FY 2002.

OPERATIONS

The delivery system will be operational before the end of FY 2002, if at all
possible. It may be necessary to acquire monitoring data from local governmental
units in phases during FY 2003, rather than prior to operational startup.

MAINTENANCE

We will design the system to operate with a minimum of IT staff effort. ideally, we
will create automated processes to acquire local monitoring data and to
incorporate additional monitoring data that the PCA monitoring network acquires.
Financing for long term maintenance of this system may be sought in future
biennia.

' RETIREMENT

It may be necessary to retire some portion of the system in the future as different
technologies evolve. At present, though, this EGS functionality is seen as long
term and there is no plan to retire this system. The system will be tested,
however, near the end of the FY 2002-2003 biennium to assess its value to
stakeholders. That input will affect our plans for system changes/retirement.

OUTCOMES:

Funding will help provide a more comprehensive picture of water quality in the
Upper Mississippi River Basin by:

" gsupporting collection of information needed for development of the Upper

Mississippi River Basin Plan;
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BUDGET CHANGE ITEM (46407) (Continued)

Budget Activity: ENVIRONMENTAL OUTCOMES
Program: INTEGRATED ENVIRONMENTAL PROGS
Agency: POLLUTION CONTROL AGENCY

item Title: BASIN MONITORING INFORMATION

B enabling local government elected official and staff, citizen groups and
local residents access on Internet maps and related easy-to-understand
water quality information for lakes and streams in their area of concemn (this
is a geographic area where prevention of adverse impacts is the primary
focus); and

B fostering coordination of water program monitoring among state and local
governments.

Measures of the program’s success include the following:

®  There will be adequate data to describe the pollutant loadings from 15
major watersheds to the Upper Mississippi River.

®  Usage data for the Internet sites and survey data on use of the sites by
local government elected officials and staff, citizen groups, and local
residents will be collected.

OFFICE OF TECHNOLOGY ANALYSIS:

Reallocation of existing funds. It seeks to increase monitoring of water quality
of the Upper Mississippi River Basin and to make the resulting information more
accessible.  Deliverables/Objectives:  This will be accomplished through
positions for a GIS database administrator and IT infrastructure. Funding is
distributed into four categories: personnel, software, services, and training.
This initiative supports the Big Plan (Self-sufficient People — A Health System
for the next 50 years) and infrastructure components. It is identified as a piece
of several projects in the Strategic Information Resources Management Plan.
Conclusion: Reallocation of funds. This initiative meets information technology
criteria for funding. Funding this initiative begins the process of building and
accessing critical pollution data. This initiative could prove to be ‘an important
resource for other state and local government agencies needing similar data.
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BUDGET ACTIVITY SUMMARY

Budget Activity: CLEANUP
Program: INTEGRATED ENVIRONMENTAL PROGS
Agency: POLLUTION CONTROL AGENCY

ACTIVITY PROFILE:

The focus of the clean-up activity is to reduce environmental and human health
risk from hazardous substances, pollutants and contaminants. Potential risks
may result from uncontrolled hazardous waste, solid waste leachate, methane
gas, and petroleum releases. Contaminated soils and ground water can be
caused by spills, industrial activities, and land disposal at dumps and solid-
waste landfills. Over time the Pollution Control. Agency (PCA) efforts to prevent
pollution from occurring in the first place will reduce, but not eliminate, future
need to conduct clean-up activities.

STRATEGIES AND PERFORMANCE:

Elements of clean-up include responding to emergencies and spills, and
identifying and mitigating potential releases of hazardous wastes, pollutants or
contaminants. Determining the level of risk posed by releases includes
identifying potential people who could be affected and assessing human and
environmental impacts.

Clean-up activities strive to reduce risk through preventing, investigating,
cleaning up and monitoring releases and contamination.

®  Emergency response methods are improved through networking, planning
exercises with facilities and other responders, and critiquing responses to
learn from experience.

®  State contractors are directed to conduct cleanup and long-term
maintenance of eligible closed landfills that emit greenhouse gases and
contaminate ground water.

®  Land and management plans will be developed at eligible closed landfills to
minimize the impacts of the facility on future land use and to maintain the
integrity of the facility. One hundred and one of 106 closed landfills now
have signed agreements between the landfill owner and the PCA, allowing
the Agency to do cleanup/closure. Forty-eight closed landfills have cover
completion; 8 small ones have been consolidated to other closed landfills;
and 8 to 16 potential gas problem sites have gas collection systems.

State of Minnesota 2002-03 Biennial Budget

Developers, local governments, and financial institutions or investors will
receive assistance in identifying, investigating, and cleaning up contaminated
commercial and industrial property.

The PCA will conduct or oversee emergency response, investigation, cleanup
and long-term maintenance at contaminated sites, maximizing the number of
sites cleaned up by responsible parties through voluntary activities and
enforcement actions. Many of the voluntary cleanup actions are driven by
economic redevelopment of contaminated properties within the urban core of
the Twin Cities which supports brownfield versus greenfield development.

The PCA continues to make significant progress remediating contaminated
sites in all the major cleanup programs (Closed Landfill, Superfund, Leaking
Underground Storage Tank [LUST], Voluntary Investigation and Cleanup).
For example, a major milestone was reached this year with the closure of the
10,000th leak site in the LUST program, which is approximately 75% of the
existing total. The cleanup programs have matured, passing the midpoints of
their life cycles as completed sites now leave the programs more quickiy than
new ones enter. Although considerable work remains, a significant
performance record has been established that includes a demonstrated
commitment to protect human health and the environment and the restoration
of contaminated properties to productive use.
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Activity: CLEANUP
Program: INTEGRATED ENVIRONMENTAL PROGS
Agency: POLLUTION CONTROL AGENCY

Biennial Change

Budget Activity Summary Actual Actual | Budgeted FY 2002 FY 2003 2002-03 Gov / 2000-01
(Dollars in Thousands) FY 1989 FY 2000 FY 2001 Governor Governor
Base Recomm. Base Recomm. Dollars Percent
Expenditures by Category:
State Operations
COMPENSATION 7,575 9,654 10,148 9,263 9,263 9,493 9,493 (1,046) (5.3%)
OTHER OPERATING EXPENSES 16,980 16,588 28,042 21,028 20,363 21,490 21,155 (3,112) (7.0%)
OTHER FINANCIAL TRANSACTIONS 0 0 138 0 0 0 0 (138) (100.0%)
Subtotal State Operations 24,555 26,242 38,328 30,291 29,626 30,983 30,648 (4,296) (6.7%)
CAPITAL OUTLAY & REAL PROPERTY 949 3,179 14,082 10,797 10,797 22,675 22,675 15,311 84.3%
LOCAL ASSISTANCE 142 643 762 2,195 2,195 166 166 956 68.0%
Total Expenditures 25,646 30,064 54,072 43,283 42,618 53,824 53,489 11,971 14.2%
Change ltems: Fund
(A) PCA ENVIRONMENTAL TAX REFORM ENV (9,661} (6,908)
(A} PCA ENVIRONMENTAL TAX REFORM PET (6,293) (6,346)
(A) PCA ENVIRONMENTAL TAX REFORM REM 30,412 41,009
(A) PCA ENVIRONMENTAL TAX REFORM sSw (14,458) (27,755)
(B) SUPERFUND REALLOC TO BASIN MONITORING REM (665) (335)
Total Change items (665) (335)
Financing by Fund:
Direct Appropriations:
ENVIRONMENT & NATURAL RESOURCE 171 0 0 0 0 0 0
GENERAL 450 496 511 505 505 529 529
MINNESOTA RESOURCES 0 50 50 0 0 0 0
PETROLEUM TANK RELEASE CLEANUP 1,633 1,429 1,331 1,293 0 1,346 o]
ENVIRONMENTAL 3,758 3,819 4,046 5,189 1,078 5,400 1,083
REMEDIATION 0 0 ¢] 0 7,143 0 7,444
METRO LANDFILL CONTINGENCY 117 0 0 0 0 0 0
SOLID WASTE 230 1,592 958 1,739 0 1,781 0
Statutory Appropriations:
PETROLEUM TANK RELEASE CLEANUP 2,711 2,967 5,049 ~ 5,000 0 5,000 0
SPECIAL REVENUE 393 389 623 445 445 423 423
FEDERAL 3,510 4,688 17,609 10,843 10,843 10,780 10,780
ENVIRONMENTAL 1,645 2,899 6,878 5,550 0 2,591 0
REMEDIATION 0 0 0 0 22,604 0] 33,230
SOLID WASTE 11,028 11,735 17,017 12,719 0 25,974 0
Total Financing 25,646 30,064 54,072 43,283 42,618 53,824 53,489
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Activity: CLEANUP

Program: INTEGRATED ENVIRONMENTAL PROGS
Agency: POLLUTION CONTROL AGENCY
Budget Activity Summary Actual Actual Budgeted FY 20062 FY 200(:;
(Dollars in Thousands) FY 1999 FY 2000 FY 2001 overnor overnor
Base Recomm. Base Recomm.
FTE by Employment Type:

FULL TIME 138.3 161.6 157.5 136.9 136.9 134.8 134.8
PART-TIME, SEASONAL, LABOR SER 3.8 3.1 5.6 4.4 4.4 4.4 4.4
OVERTIME PAY 0.1 0.1 0.1 0.1 0.1 0.1 0.1
Total Full-Time Equivalent 142.2 164.8 163.2 141.4 1414 139.3 139.3
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Program: OFFICE OF ENVIRONMENTAL ASSIST
Agency: ENVIRONMENTAL ASSISTANCE

Biennial Change
Program Summary Actual Actual | Budgeted FY 2002 FY 2003 2002-03 Gov / 2000-01
(Dollars in Thousands) FY 1999 FY 2000 FY 2001 Governor Governor
Base Recomm. Base Recomm. . Dollars Percent
Expenditures by Activity:
RESEARCH,POLICY ANALYSIS EVAL 863 1,134 1,075 969 969 1,060 1,060 (180) (8.1%)
PROJECT IMPLEMENTATION 19,575 22,537 22,330 20,950 20,950 21,031 21,031 (2,886) (6.4%)
EDUCATION AND INFORMATION 1,317 1,571 1,495 1,529 1,529 1,500 1,500 37) (1.2%)
ADMINISTRATIVE SUPPORT 1,212 1,030 1,150 1,080 1,080 1,068 1,068 (32) (1.5%)
Total Expenditures 22,967 26,272 26,050 24,528 24,528 24,659 24,659 (3,135) {6.0%)
Change ltems: Fund
(B) LOAN REALLOCATION GEN 200 200
(B) DECREASE GRANTS FOR LOAN PROGRAM GEN (200) (200)
Total Change Items 0 0
Financing by Fund:
Direct Appropriations:
ENVIRONMENT & NATURAL RESOURCE 0 175 175 0 0 0 0
GENERAL 20,080 19,104 21,669 20,654 20,654 20,780 20,780
MINNESOTA RESOURCES 0 250 0 0 0 0 0
ENVIRONMENTAL 1,314 1,130 1,482 1,294 1,294 1,312 1,312
Statutory Appropriations:
SPECIAL REVENUE 125 203 142 0 0 0 0
FEDERAL 96 73 4] 0 0 0 0
ENVIRONMENTAL 1,352 5,156 2,553 2,580 2,580 2,567 2,567
GIFT 0 181 29 0 0 0 . 0
Total Financing 22,967 26,272 26,050 24,528 24,528 24,659 24,659
FTE by Employment Type:
FULL TIME 65.6 69.2 69.1 69.2 69.2 69.2 69.2
Total Full-Time Equivalent 65.6 69.2 69.1 69.2 69.2 69.2 69.2
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ENVIRONMENTAL. ASSISTANCE - BUDGET BRIEF

Fund: GENERAL

FY 2002 FY 2003 Biennium

BASE YEAR (FY 2001)  ($000s)

Appropriations $20,503 $20,503 $41,006

BASE ADJUSTMENT

Documented Rent Increase 53 78 131

2002-03 Salary and Benefits 98 199 297
BASE LEVEL (for 2002 and 2003) $20,654 $20,780 $41,434

CHANGE ITEMS

Loan Reallocation -0- -0- -0-
GOVERNOR'S RECOMMENDATION $20,654 $20,780 $41,434

BRIEF EXPLANATION OF BUDGET DECISIONS:

" $14,008,000 per fiscal year of General Fund dollars is dedicated to Select
Committee on Recycling and the Environment (SCORE) block grants to
counties.

¥ $1,875,000 per fiscal year is allocated to competitive grants.

The base adjustments are $53,000 in FY 2002 and $78,000 in FY 2003 for
documented rent increase, $98,000 in FY 2002 and $199,000 in FY 2003 for
salary and benefit compensation.

% Changes to grants:

- Loan reallocation will shift $200,000 per year from grants to low-interest
loans.

GOVERNOR’S RECOMMENDATION(S):

The Governor recommends the agency’s base budget and the realiocation of
$200,000 from grant funds to a revolving loan account for the OEA
Environmental Assistance Loan Program.
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Activity: PROJECT IMPLEMENTATION
Program: OFFICE OF ENVIRONMENTAL ASSIST
Agency: ENVIRONMENTAL ASSISTANCE

Biennial Change

Budget Activity Summary Actual Actual | Budgeted FY 2002 FY 2003 2002-03 Gov / 2000-01
(Dollars in Thousands) FY 1999 FY 2000 FY 2001 Governor . Governor
Base Recomm. Base Recomm. Dollars Percent
Expenditures by Cateqory:
State Operations
COMPENSATION 1,252 1,411 1,519 1,647 1,647 1,774 1,774 491 16.8%
OTHER OPERATING EXPENSES 432 575 522 227 227 194 194 (676) (61.6%)
OTHER FINANCIAL TRANSACTIONS 0 0 0 0 200 0 200 400
Subtotal State Operations 1,684 1,986 2,041 1,874 2,074 1,968 2,168 215 5.3%
LOCAL ASSISTANCE 17,891 20,551 20,289 19,076 18,876 19,063 18,863 (3,101) {7.6%)
Total Expenditures 19,575 22,537 22,330 20,950 20,950 21,031 21,031 (2,886) {6.4%)
Change items: Fund
(B) LOAN REALLOCATION GEN 200 200
(B) DECREASE GRANTS FOR LOAN PROGRAM GEN (200) (200)
Total Change ltems 0 0
Financing by Fund:
Direct Appropriations:
ENVIRONMENT & NATURAL RESOURCE 0 175 175 0 0 0 0
GENERAL 16,936 15,984 18,376 17,292 17,292 17,375 17,375
MINNESOTA RESOURCES 0 250 0 0 0 0 0
ENVIRONMENTAL 1,131 753 1,182 1,105 1,105 1,116 1,116
Statutory Appropriations: A
SPECIAL REVENUE 102 141 62 0 .0 0 0
FEDERAL 91 54 0 0 0 0 0
ENVIRONMENTAL 1,315 5114 2,526 2,553 2,553 2,540 2,540
GIFT 0 66 9 0 0 0 0
Total Financing 19,575 22,537 22,330 20,950 20,950 21,031 21,031
Revenue Collected:
Dedicated
ENVIRONMENTAL 42 75 . 140 140 140 140 140
GIFT 0 0 20 0 0 0 0
Nondedicated
GENERAL 70 140 106 106 106 106 106
ENVIRONMENTAL 901 1,156 1,100 1,100 1,100 1,100 1,100
Total Revenues Coilected 1,013 1,371 1,366 1,346 1,346 1,346 1,346
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Activity: PROJECT IMPLEMENTATION
Program: OFFICE OF ENVIRONMENTAL ASSIST
Agency: ENVIRONMENTAL ASSISTANCE

Budget Activity Summary Actual Actual Budgeted FY 200; FY 200;
(Dollars in Thousands) FY 1999 FY 2000 FY 2001 overnor overnor
Base Recomm. Base Recomm.
FTE by Employment Type:
FULL TIME 23.8 -25.0 25.0 25.0 25.0 25.0 25.0
Total Full-Time Equivalent 23.8 25.0 25.0 25.0 25.0 25.0 25.0
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Activity: ADMINISTRATIVE SUPPORT
Program: OFFICE OF ENVIRONMENTAL ASSIST
Agency: ENVIRONMENTAL ASSISTANCE
Biennial Change
Budget Activity Summary Actual Actual | Budgeted FY 2002 FY 2003 2002-03 Gov / 2000-01
(Dollars in Thousands) FY 1999 FY 2000 FY 2001 Governor Governor
Base Recomm. Base Recomm, Dollars Percent

Expenditures by Category:
State Operations

COMPENSATION 786 751 871 891 891 874 874 143 8.8%

OTHER OPERATING EXPENSES 426 279 279 189 189 194 194 (175) (31.4%)
Total Expenditures 1,212 1,030 1,150 1,080 1,080 1,068 1,068 (32) (1.5%)
Financing by Fund:
Direct Appropriations:

GENERAL 1,174 943 1,043 1,053 1,053 1,041 1,041
Statutory Appropriations:

SPECIAL REVENUE 1 45 80 0 0 0 0

ENVIRONMENTAL 37 42 27 27 27 27 27
Total Financing 1,212 1,030 1,150 1,080 1,080 1,068 1,068
Revenue Collected:
Nondedicated

GENERAL 0 0 2 2 2 2 2
Total Revenues Collected 0 0 2 2 2 2 2
FTE by Employment Type:

FULL TIME 11.5 13.8 13.7 13.8 13.8 13.8 13.8
Total Full-Time Equivalent 11.5 13.8 13.7 13.8 13.8 13.8

13.8
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MINN-WISCONSIN BOUNDARY COMM - EXECUTIVE SUMMARY

AGENCY MISSION AND VISION:

By Interstate Compact, the commission promotes voluntary cooperation with
Wisconsin in the St. Croix and Mississippi River valleys, serving citizens, NGOs,
local governments and other state agencies. (M.S. Ch. 1.31)

Mission: To protect, use and develop, in the public interest, the lands, river
valleys, and waters on the Wisconsin boundary.

Vision: To identify and eliminate counter-productive conflicts and differences for
the mutual benefit of the people.

KEY SERVICE STRATEGIES:
[

Joint regional planning for the development of boundary areas.

" Measures for controlling air and water pollution, maintaining water quality,
and controlling water use.

Programs for control of soil and river bank erosion and the general
improvement of the river basins.

Diversion of waters from and into the rivers.

®  Restrictions and regulation of land use development designed to preserve
the scenic and recreational attributes of the river basins.

®  Other restrictions, regulations or programs the commission may recommend
to the party states.
PERFORMANCE SUMMARY:

®  The citizen commission is the only agenéy devoting full-time attention to the
nationally significant river boundaries. It fosters much citizen participation.

®  Forthe St. Croix River valley, the commission:

- organized a cell tower site work group to get agreement with local units
of government, telecommunications companies, and citizen groups, on
guidelines to be used to locate cell phone towers in the river valley.

- provides leadership to citizen-volunteer water quality monitors in collect-
ing base level phosphorus data at various points along the river.

- organized volunteers to conduct a boat count to measure river traffic for
use as baseline data in future studies and trend analysis reports;

-, assembled a comprehensive list of funding resources available to local
units of government for wastewater treatment plant upgrades;

- organizes bi-monthly planning meetings for the staff of the five counties
which border the lower river and several of the river municipalities;

- staffs the state-federal Upper and Lower Management Commissions
and their committees;

- organized the annual “Expo” featuring a kids river stewardship poster
contest and attracting several hundred visitors to 25 booths of natural
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resource agencies, history groups, and chambers of commerce.

- invited marina operators to contribute their experience and share their
concerns about boundary area issues;

- held a public hearing on environmental effects of the Hudson casino
proposal.

- participates on many other teams, task forces and partnerships;

- publishes a quarterly River Stewards Journal;

- organizes educational seminars;

®  For the Mississippi River valley, the commission:

- conducts public information and listening sessions to enable the state
and federal agencies and the Army Corps of Engineers to coordinate
policy for programs like the proposed expansion of the navigation
system, the Habitat Needs Assessment Study, the Sedimentation
Initiative, and the Endangered Species Act. .

- consulted for operation and maintenance of the existing lock and dam
system;

- participates in the Upper Mississippi River Basin Association; the
Environmental ‘Management Coordinating Commitiee; the Annual
Summit Meeting; the habitat restoration, channel maintenance, and
water level management teams; and the River Resources Forum's
Recreation Work Group;

- led a law enforcement coordination conference attended by 30+; led a
tour of Japanese civil engineers; :

- promoted Winona's Agahming Park; and is updating the Citizens Guide
to the Management of the Upper Mississippi.

ISSUES AFFECTING AGENCY'’S OPERATIONS:

Population growth in both river valleys challenges planners and tests the
resilience of natural resources. Controversy swirls around the Stillwater bridge,
the Chisago power line, the barge shipping economy, boat congestion, cell
towers, zebra mussels, and other bi-state concerns. The commission provides
direct services and contains costs for Minnesota through coordination.

GOVERNOR'S RECOMMENDATIONS:
The Governor recommends the agency's base budget.
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Activity: ADMINISTRATIVE SUPPORT
Program: MINNESOTA ZOO
Agency: MN ZOOLOGICAL GARDEN

Biennial Change
Budget Activity Summary Actual Actual | Budgeted FY 2002 FY 2003 2002-03 Gov / 2000-01
(Dollars in Thousands) FY 1999 FY 2000 FY 2001 Governor Governor
Base Recomm. Base Recomm. Dollars Percent

Expenditures by Category:
State Operations

COMPENSATION 1,453 1,220 1,551 1,637 1,637 1,727 1,727 593 21.4%

OTHER OPERATING EXPENSES 1,051 868 1,134 1,124 1,124 1,124 1,124 246 12.3%
Total Expenditures 2,504 2,088 2,685 2,761 2,761 2,851 2,851 839 17.6%
Financing by Fund:
Direct Appropriations:

GENERAL 1,154 1,140 1,147 1,181 1,181 1,217 1,217
Statutory Appropriations:

SPECIAL REVENUE 1,057 840 1,363 1,405 1,405 1,459 1,459

GIFT 293 108 175 175 175 175 175
Total Financing 2,504 2,088 2,685 2,761 2,761 2,851 2,851
FTE by Employment Type:

FULL TIME 20.2 17.0 19.0 19.0 19.0 19.0 19.0

PART-TIME, SEASONAL, LABOR SER 3.0 2.5 2.5 2.5 25 2.5 2.5

OVERTIME PAY 0.4 0.2 0.2 0.2 0.2 0.2 0.2
Total Full-Time Equivalent 23.6 19.7 21.7 21.7 21.7 21.7 21.7
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NATURAL RESOURCES DEPT - EXECUTIVE SUMMARY

AGENCY MISSION AND VISION:

The mission of the Department of Natural Resources is “to work with citizens to
protect and manage the state’'s natural resources, to provide outdoor recreation
opportunities, and to provide for commercial uses of natural resources in a way
that creates a sustainable quality of life.” (Directions for Natural Resources
2000, DNR’s strategic plan.

The DNR mission is broad. 1t includes providing hunting and fishing
opportunities for millions of Minnesotans; providing high quality recreation
opportunities for park and trail users; providing economic opportunities for
resource industries; preserving important features of the state's natural heritage.
DNR programs include fish and wildlife habitat improvement, fire management,
mineral potential research, management of public lands and waters, and many
others—ali designed to provide sustainable benefits to Minnesotans for the long
term. The DNR mission requires sharing stewardship with citizens and partners
and working together to address sometimes conflicting interests.

The goal of sustainability guides our work with citizens to manage the state’s
natural resources. Sustainability depends on healthy ecosystems, a vibrant
economy, and viable communities. Healthy ecosystems support natural resource
industries, tourism, outdoor recreation, and lifestyles important to Minnesotans.

DNR's mission, goals, and programs support the Governor's Big Plan goals for
Healthy, Vital Communities (Initiative: Growing Smart in Minnesota); Service,
Not Systems (Initiatives: Active, Engaged Citizens, and State Departments:
Best Bang for the Buck); and Minnesota: World Competitor (Initiative: Jesse
“The Tourism Governor' Ventura: Promoting Minnesota, Promoting the

Industry). See Operating Environment section for specific agency action
priorities.
KEY SERVICE STRATEGIES:

The department works with citizens, providing scientific and technical expertise,
to set priorities and approaches in managing the diverse natural resource of the
state. Operationally, this is done through nine divisions and five bureaus. Staff
are located in six regions and over 200 field offices to provide services
throughout the state.

In carrying out its mission, DNR administers 12 million acres in mineral rights and
5.3 million acres of land for state forests, wildlife management areas, parks,
recreation areas, scientific and natural areas, state trails, and public water
access sites.

Activities regulated by the department include hunting; trapping; fishing; boating;
snowmobiling; wild rice gathering; timber harvesting; mineral exploration; mining
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and mineland reclamation; dredging, filling, and draining protected waters and
wetlands; constructing and maintaining dams; appropriating surface and ground
waters; establishing lake levels and permitting work in the lake beds;
development on shorelands, floodplains, and wild and scenic rivers; private game
farms; fish hatcheries; roadside zoo operations; and open burning.

Key management principles outlined in the department’s strategic plan will gunde
our strategies for managing Minnesota’s natural resources.

®  Our long-term, basic work to sustain natural resources and serve citizens is
the backbone of effective resource management.

®  Cooperation with other agencies, local units of government, citizens, and
stakeholder groups is the best approach to managing natural resources
effectively.

B We will emphasize a systems approach to resource management that seeks
to coordinate and integrate the broad scope of management efforts.

M Complex challenges of the future will require increased emphasis on good
science, accurate information and state-of-the-art technology, especially
information systems.

®  Good internal and external communication will be essential in managing
future natural resource challenges.

®  Many resource and land use decisions should be made at the local level,
and DNR will expand efforts to provide information and technical assistance
to citizens and local government.

B Natural resource stewardship education will be a cornerstone for DNR
efforts to develop an environmental stewardship ethic among all
Minnesotans. :

®  Accurate assessment of our effectiveness and management must occur on a
regular basis.

¥ DNR actions should model sustainable use of natural resources.

" Integrating planning and budgeting across area, regional, and state levels
will strengthen our ability to accomplish our goals and objectives.

™ Sustaining natural resources requires an effective and skilled workforce.

n

DNR'’s products and services will be of the highest quality.
OPERATING ENVIRONMENT:

Minnesota's population has the fastest growth rate in the Upper Midwest. The
population is expected to increase to 5.1 million by 2020. Nearly 80% of
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NATURAL RESOURCES DEPT - EXECUTIVE SUMMARY (Continued)

Minnesotans live in cities. Surveys indicate that most Americans prefer a single
family dwelling in a non-urban setting.

Population growth, housing preferences and the economy are contributing to
intense pressures on Minnesota's natural resources. Similarly, technological
changes (jet skis, fish finders, off road vehicles) are putting unprecedented
recreational pressure on Minnesota’s resources. Increased demand on natural
resources along with changes in land use and outdoor recreation challenge
DNR” ability to meet its goal of sustainability. Land use conversion continues to
fragment and reduce the extent of ecological communities, and many ecological
communities require restoration and improved management to reverse trends of
declining health.

Given this operating environment, DNR will emphasize three broad resource
management strategies:

Conservation Connections: DNR will partner with local citizen groups and
local governments to establish and maintain land and water connections
throughout Minnesota.

Smart Growth: DNR will work with other government, non-profit, and for-profit
organizations to sustain healthy ecosystems, a vibrant economy, and livable
communities.

Sustainable Forests: DNR recognizes the critical importance of sustainable
forest ecosystems and will continue cooperating with other agencies and
organizations to accomplish that end.

DNR is guided by “Doing the right things and doing them well.” We will work
continuously to assure that existing resources are directed toward our highest
priorittes. The department is proposing internal reallocations that meet our

" management principle of constantly seeking to improve how we work with

stakeholders. These initiatives will result in improved communication and
delivery of information to ensure accountability for efficient and active public
service.
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NATURAL RESOURCES DEPT - EXECUTIVE SUMMARY (Continued)

Minnesota Department of Natural Resources

Organization Chart

Commissioner's Office
Current Pos. 11.4

Office of Management & Budget Services

Current Pos. 47.5

Afirmative Action/ Diversity
Current Pos. 5.7

ADMINISTRATION

Engineering
Current Pos. 31.9

Information, Education,
and Licensing
Current Pos. 70.5

Management and
Information Services

Field Services
Current Pos. 72.3

Current Pos. 56.6

Human Services

OPERATIONS
“Field Operations” Agricultural
Six Regional Offices Current Pos. 1.0
Current Pos. 63.7
Enforcement Parks & Recreation Trails & Ecological
Current Pos. 232.7 Current Pos. 427.1 Waterways Services
Current Pos.125.0 Current Pos, 111.2

Current Pos. 15.5

Forestry Waters

Current Pos. 703.5

Current Pos. 132.2

Lands & Minerals
Current Pos. 90.1

Fisheries

Current Pos. 341.2

Wildlife

June 30,2000 FTE: 2,756.7

®  ORGANIZATION/PROGRAM STRUCTURE:
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NATURAL RESOURCES DEPT - EXECUTIVE SUMMARY (Continued)

TRENDS AND PERSPECTIVE:

Expenditures (Millions)

100 -

80

60

Ten Year Expenditure History
FY 1991-2000 in Actual Dollars

20

1990 1991 1992 1993 1994 1995 1996 1997 1998 1998

Fiscal Year

I-@-—General Fund 00— Game & Fish Fund —&— Natural Resources Fundl

FY 2000-01 Expenditures by Program
Total: $597 Million

Op Sup - Grants,
LCMR, Prdj.

Lands & Minerals
Forest Management 2% a s%l

20%

Operations Support
12%

Water Resources

Enforcement - NR Laws
5%

& Rules
8%

Ecological Management
Parks & Recreations 4%
14%

7 Wildlife Management
9%

Trails & Walerways
e S e S Fish Management

12%
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2000

FY 2000-01 Expenditures by Fund
Total: $597 Million

Special Revenue
8%

Game & Fish
24%
General
49%
Federal

4%

Natural Resources
Env. & NatvMN 1%
Future Resources
4%

GOVERNOR'S RECOMMENDATIONS:
The Governor recommends the agency's base budget, and these change items.

General Fund

Reallocation of Base Resources - $2.185 million in FY 2002 and $2.149
million in FY 2003 to be reallocated to higher priorities.

Natural Resources Fund

Snowmobile Fund Budget Reduction - A $650 thousand reduction each year
to meet forecasted revenues. This reduction is a result of the drop in the
snowmobile unrefunded gas tax rate from .1% to .075%.

Lottery In-Lieu Sales Tax - $10,482 each year to improve state parks and
trails, and metropolitan area regional parks and trails, local trail grants, and
the Minnesota, Como and Duluth zoos.

Game and Fish Fund

Federal Wallop/Breaux - Reductions of $713 thousand in FY 2002 and $299
thousand in FY 2003 to meet Federal Sport Fish Restoration match
requirements.

Lottery In-Lieu Sales Tax - $9,753 in FY 2002 and $9,816 in FY 2003 to
enhance the state's fish and wildlife resources.
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Agency: NATURAL RESOURCES DEPT
Biennial Change
Agency Summary Actual Actual | Budgeted FY 2002 FY 2003 2002-03 Gov / 2000-01
(Dollars in Thousands) FY 1999 FY 2000 FY 2001 Governor Governor
Base Recomm. Base Recomm. Dollars Percent
Expenditures by Program:
LAND AND MINERAL RESOURCE MGMT 15,605 15,706 17,995 19,780 19,724 20,287 20,262 6,285 18.6%
WATER RESOURCES MGMT 11,791 15,117 15,500 13,949 14,033 14,187 14,309 (2,275) (7.4%)
FOREST MANAGEMENT 46,388 50,825 55,984 50,244 50,163 50,745 50,649 (5,997) (5.6%)
PARKS & RECREATION MGMT 33,300 34,464 49,378 35,131 46,073 35,667 45,921 8,152 9.7%
TRAILS & WATERWAYS MGMT 21,596 20,244 29,212 20,301 25,954 20,496 21,617 (1,885) (3.8%)
FISH MANAGEMENT 29,887 33,723 40,096 31,894 36,426 32,955 37,359 (34) 0.0%
WILDLIFE MANAGEMENT 22,027 21,589 34,409 22,198 24,936 22,581 25,411 (5,651) (10.1%)
ECOLOGICAL SERVICES 9,545 8,961 12,829 9,051 13,498 9,198 12,365 4,073 18.7%
ENFORCEMENT--NR LAWS&RULES 20,972 21,091 26,122 23,615 26,284 24,113 25,924 4,995 10.6%
OPERATIONS SUPPORT 38,348 40,640 51,237 44,063 61,115 43,805 55,798 25,036 27.2%
Total Expenditures 249,459 262,360 332,762 270,226 318,206 274,034 309,615 32,699 5.5%

State of Minnesota 2002-03 Biennial Budget
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Agency: NATURAL RESOURCES DEPT

Agency Summary Actual Actual Budgeted FY zooéovernor Fy 2°(§overnor
(Dollars in Thousands) FY 1999 FY 2000 FY 2001
Base Recomm. Base Recomm.
Financing by Fund:
Direct Appropriations:
ENVIRONMENT & NATURAL RESOURCE 5,837 6,948 8,567 0 15,892 0 15,892
GENERAL 117,297 116,477 124,315 112,897 112,897 115,259 115,259
MINNESOTA RESOURCES 3,009 6,407 3,213 0 12,013 0 340
STATE GOVERNMENT SPECIAL REVENUE 0 0 0 0 233 0 0
NATURAL RESOURCES 24,054 23,422 41,015 26,135 35,967 26,475 36,307
GAME AND FISH (OPERATIONS) 58,778 55,997 82,717 67,894 77,904 69,347 78,864
IRON RANGE RESOURCES & REHAB 1 749 0 0 4] 0 0
ENVIRONMENTAL 0 0 0 0 100 0 100
SOLID WASTE 100 100 100 100 0 ’ 100 0
PERMANENT SCHOOL 0 0 200 0 0 0 o]
Open Appropriations:
GENERAL 15,986 21,780 21,035 27,652 27,652 28,180 28,180
NATURAL RESOURCES 216 282 330 330 330 330 330
GAME AND FISH (OPERATIONS) 735 897 1,112 1,112 1,112 1,112 1,112
Statutory Appropriations:
GENERAL 587 1,140 1,124 826 826 801 801
NATURAL RESOURCES 521 215 1,665 571 571 571 571
SPECIAL REVENUE 13,736 16,295 23,713 14,580 14,580 14,739 14,739
GAME AND FISH (OPERATIONS) ) 147 -931 2,367 2,066 2,066 2,066 2,066
FEDERAL 6,092 6,957 15,754 12,986 12,986 12,025 12,025
ENVIRONMENTAL o] 3 48 260 260 260 260
REINVEST IN MINNESOTA 698 1,369 1,116 1,036 1,036 1,036 1,036
MISCELLANEQUS AGENCY 48 84 116 106 106 80 80
GIFT 1,222 2,112 3,451 1,421 1,421 1,399 1,399
PERMANENT SCHOOL 395 195 804 254 254 254 . 254
Total Financing 249,459 262,360 332,762 270,226 318,206 274,034 309,615
FTE by Employment Type:
FULL TIME 2,098.5 2,102.5 2,2815 2,188.1 2,256.4 2,188.1 2,258.9
PART-TIME, SEASONAL, LABOR SER 553.4 578.7 642.3 547.9 620.6 547.9 610.8
QVERTIME PAY 62.2 76.7 70.0 69.5 69.5 69.5 69.5
Total Full-Time Equivalent 2,714.1 2,757.9 2,993.8 2,805.5 2,946.5 2,805.5 2,939.2
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NATURAL RESOURCES DEPT - BUDGET BRIEF

Fund: GENERAL

FY 2002 FY 2003 Biennium

BASE YEAR (FY 2001) ($000s)

Appropriations (FY2001) $114,975 $114,975 $229,950
BASE ADJUSTMENT

One-Time Appropriations (4,215) (4,215) (8,430)

2002-03 Salary and Benefits 2,260 4,591 6,851

Attorney General Costs 27 58 85

Transfers Between Agencies (150) (150) (300)
BASE LEVEL (for 2002 and 2003) $112,897 $115,259 $228,156
CHANGE ITEMS

Internal Reallocation Reduction (2,185) (2,149) (4,334)

Iinternal Reallocation Increase 2,185 2,149 4,334
GOVERNOR'S RECOMMENDATION $112,897 $115,259 $228,156

BRIEF EXPLANATION OF BUDGET DECISIONS:

The following one-time appropriation base adjustments were made to
remove non-recurring items from the budget: $150,000 grant to the Cannon
River Watershed Partnership; $500,000 for the activities of the Minnesota
Forest Resources Council; $1.5 million grant to the Metropolitan Council for
metropolitan area regional parks and trails; $1.565 million for fish and wildlife
management programs, and $500,000 for expansion of the walleye stocking
program,

The FY 2002-03 Salary and Benefits compensation base budgets were
increased 3.0% annually in the amounts of $2.260 million for FY 2002 and
$4.591 million for FY 2003.

The appropriation of $150,000 each year for a grant to the University of
Minnesota’s Coliege of Natural Resources for research to reduce the impact
of blister rust on Minnesota’s white pine would be transferred to the
University.

The reallocation of $2.185 million for FY 2002 and $2.149 million for FY
2003 represents only those funds that are recommended for transfer
between programs. The transfer of funds is summarized by program as
follows:

State of Minnesota 2002-03 Biennial Budget

Program FY 2002 FY 2003
Lands and Minerals $ (56) $ (25)
Water Resources (76) (38)
Forest Management (653) (669)
Parks and Recreation (707) (716)
Trails and Waterways (69) (75)
Fish Management (138) (121)
Wildlife Management (117) (125)
Ecological Services 284 280

Enforcement (369) (380)
Operations Support 1,901 1,869

Total $ -0- $ -0

®  The net internal reallocation of base resources addresses the following high
priority agency needs:

Agency Priorities

Minnesota Forest Resources Council
Minnesota County Biological Survey
Regional Operations

Minnesota Conservation Connections
Human Resource Bureau Services
Performance and Results Management
MIS Sub-Regional Connectivity

MIS Software Engineering Services

GOVERNOR’S RECOMMENDATION(S):

The Governor recommends the agency's base level general fund budget, and the
internal reallocations identified above. Further information on the impact of, and
rationale for, these reallocations is provided on the change item narrative.
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NATURAL RESOURCES DEPT - BUDGET BRIEF

Fund: NATURAL RESOURCES

FY 2002 FY 2003 Biennium

BASE YEAR (FY 2001) ($000s)

Appropriations (FY 2001) $38,103 $38,103 $76,206

BASE ADJUSTMENT

One-Time Appropriations (12,304) (12,304) (24,608)

2002-03 Salary and Benefits 333 673 1,006

Attorney General Costs 3 3 6
BASE LEVEL (for 2002 and 2003) $26,135 $26,475 $52,610

CHANGE ITEMS

Snowmobile Fund Budget Reduction (650) (650) (1,300)

Lottery in-Lieu Sales Tax 10,482 10,482 20,964
GOVERNOR'S RECOMMENDATION $35,967 $36,307 $72,274

BRIEF EXPLANATION OF BUDGET DECISIONS:

®  The one-time base adjustment of $12.304 million removed the FY 2001
appropriation amounts made from the lottery in-lieu of sales tax revenue
deposited to the Natural Resources Fund under Laws 2000, Chapter 463,
Section 23, Subd. 3.

®  The FY 2002-03 Salary and Benefits compensation base budgets were
increased 3.0% annually in the amounts of $333,000 for FY 2002 and
$673,000 for FY 2003.

% The Lottery in-Lieu Sales Tax budget change item of $10.482 million for FY
2002 and $10.482 million for FY 2003 would provide funds for state parks,
state trails, metropolitan area regional parks and trails, local trail grants, and
grants to the Minnesota Zoological Garden, the Como Park Zoo and
Conservatory, and the Duluth Zoo.

GOVERNOR’S RECOMMENDATION(S):

The Governor recommends the Natural Resources base budget and the change
items listed below.

®  Snowmobile Fund Budget Reduction - A reduction of $650 thousand each
year to align expenditures with forecasted revenues resulting from the
reduction in the unrefunded gas tax from .1% to .075%.

®  Lottery In-Lieu - $10.482 million in FY 2002 and $10.482 million in FY 2003
for improvements in state parks and trails, and to fund local trail grants. This
change item also includes operating grants to the Metropolitan Council for
metropolitan and regional parks, and the three zoos.

State of Minnesota 2002-03 Biennial Budget
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NATURAL RESOURCES DEPT - BUDGET BRIEF

Fund: GAME AND FISH (OPERATIONS)
FY 2002 FY 2003 Biennium

BASE YEAR (FY 2001) ($000s)

Appropriations (FY 2001) $78,301 $78,301 $156,602

BASE ADJUSTMENT

One-Time Appropriations (12,304) (12,304) (24,608)

2002-03 Salary and Benefits 1,388 2,831 4,219

New Programs to Agency Base 500 500 1,000

Attorney General Costs 9 18 28
BASE LEVEL (for 2002 and 2003) $67,894 $69,347 $137,241

CHANGE ITEMS

Federal Wallop/Breaux (713) (299) (1,012)

Lottery in-Lieu Sales Tax 9,753 9,816 19,569

Wildlife Conservation and Restoration 970 -0- -0-
GOVERNOR'S RECOMMENDATION $77,904 $78,864 155,798

BRIEF EXPLANATION OF BUDGET DECISIONS:

The one-time base adjustment of $12.304 million removed the FY 2001
appropriation made from 50% of the in-lieu of sales tax for lottery tickets
revenue deposited to the Heritage Enhancement Account in the Game and
Fish Fund under Laws 2000, Chapter 463, Section 23, Subd. 2.

The FY 2002-03 Salary and Benefits compensation base budgets were
increased by 3.0% annually in the amounts of $1.388 million for FY. 2002
and $2.831 million for FY 2003.

The New Programs to Agency Base reflects the $500,000 annual adjustment
in the Heritage Enhancement Account for expansion of the walleye stocking
program as directed in Laws of 2000, Chapter 463, Section 23 (b).

Federal Wallop/Breaux - The Federal Sport Fish Restoration Program
administered by the U.S. Fish and Wildlife Service, requires the state to
allocate 15% of the funds apportioned to it for each fiscal year for the
payment of up to 75% of the costs of acquisition, development, renovation or
improvement of public access facilities for recreational boating purposes.
The budget reduction is necessary to align the level of state funds in the FY
2002-03 biennium with the forecasted federal 15% apportionment.

State of Minnesota 2002-03 Biennial Budget

The Lottery in-Lieu Sales Tax budget change item of $2.753 million for FY
2002 and $9.816 million for FY 2003 would provide funds from the Heritage
Enhancement Account for the Fisheries, Wildlife, Ecological Services, and
Enforcement programs.

GOVERNOR’S RECOMMENDATION(S):

The Governor recommends the Game and Fish fund base budget and the
change items listed below.

Federal Wallop/Breaux - Reductions of $713 thousand in FY 2002 and $299
thousand in FY 2003 to comply with federal spending levels in the Sport Fish
Restoration Program.

Lottery In-Lieu - $10.253 million in FY 2002 and $10.316 million in FY 2003
for improvements in fish and wildlife management, ecological services, and
enforcement. This includes the $500 thousand each year for the walleye
stocking program.

Wildlife Conservation and Restoration - $970 thousand in FY 2002 from the
federal reimbursements deposited to the Game and Fish fund for wildlife
conservation, education, and recreation projects.

Revised Page D-149



This page intentionally left blank.

State of Minnesota 2002-03 Biennial Budget - Page D-150



NATURAL RESOURCES DEPT - REVENUE SUMMARY

REVENUE SOURCES:

In FY 2000, the DNR deposited receipts of $139.1 million and received $15.4
million in transfers, mainly from the unrefunded gasoline tax. Total revenues of
$154.5 million for the year were 57.4% of $269.1 million, which is the sum of
agency expenditures of $261.0 million and transfers out of $8.1 million

Revenues are derived from a wide variety of activities and sources and are
deposited to a complex account structure. The major revenue categories are
1) fishing and hunting licenses; 2) taxes including sales tax and unrefunded
gas tax; 3) vehicle registrations including watercraft, snowmobile, all-terrain
vehicle, off-highway motorcycle and off-road vehicle; 4) sale and use of naturai
resources, such as timber and mineral leases, land sales and leases, and water
appropriations; 5) use permits, such as park vehicle permits; 6) federal grants
and reimbursements; and 7) special revenues.

FEE STRUCTURE:

These revenue sources are deposited to a number of funds that each has a
statutory purpose. The major fund groupings are listed below.

" General Fund - Dedicated and Non-Dedicated. For FY 2000 total
revenues deposited was $15.5 million. This total includes the revenues
deposited in the Cambridge Deposit Fund. Major sources include: timber
sales, $3.6 million; park permits, $3.1 million; water appropriations, $2.9
million; camping fees, $2.9 million, fire fighting, $768,000; and sales tax,
$652,000. General fund revenues for FY2002-03 are estimated at $30.6
million. )

®  Natural Resources Fund. The Natural Resources Fund is comprised of
eight distinct subfunds. The funds within the Natural Resources Fund
include Water Recreation, Snowmobile, All-Terrain Vehicle, Off-Highway
Motorcycle, Off-Road Vehicle, Nongame Wildlife, Land Acquisition and
Lottery in-lieu-of-sales tax. In FY 2000 receipts of $12.6 million were
deposited and an additional $14.1 million of unrefunded gasoline tax was
transferred to the Natural Resources Fund. Major revenue categories
include watercraft registrations, $3.3 million; watercraft surcharge, $1.2
million; snowmobile registrations, $4.4 million; nongame wildlife donations,
$995,000; and ATV registrations, $950,000.

Starting in FY 2001, 50% of the total available to the agency from in-lieu-of-
sales tax generated by the sale of lottery tickets will be deposited in a new
subfund. This source of revenue is estimated at $12.7 million in FY 2001
and $23.0 million in FY 2002-03,

State of Minnesota 2002-03 Biennial Budget

For FY 2002-03 total receipts deposited and the unrefunded gas tax
transferred to the Natural Resources Fund are estimated at $48.3 million and
$26.4 million respectively.

Game and Fish Fund. The Game and Fish Fund is comprised of ten
separate subfunds. This fund receives the proceeds from the sale of hunting
and fishing licenses, federal reimbursements, and other revenues. The
resources in this fund are dedicated to hunting and fishing programs and
related support activities. In FY 2000 major revenue categories included
fishing licenses, $25.8 million; hunting licenses, $16.5 million; federal
reimbursements, $14.1 million; and the sportsperson’s license, $6.3 million.

Starting in FY 2001, 50% of the total available to the agency from in-lieu-of-
sales tax generated by the sale of lottery tickets will be deposited in a new
subfund, the Heritage Enhancement Account. This source of revenue is
estimated at $12.7 million in FY 2001 and $23.0 million in FY 2002-03.

For FY 2002-03 total revenues deposited in the Game and Fish Fund are
estimated at $164.6 million.

Special Revenue Funds. These funds were set up for the revenues
dedicated for a specific purpose. In FY 2000 revenues of $17.1 million were
deposited to these special revenue accounts: Parks Working Capital and
Douglas Lodge, $3.8 million; Forest Nursery Account, $1.5 million;
Consolidated Conservation Account, $3.1 million (50% of this amount is paid
to the county, 50% is transferred to the General Fund); cooperative
agreements, workshops, seminars, publications, sale of merchandise and
revolving accounts, $8.7 million. For FY 2002-03 revenues to the special
revenue accounts are estimated at $31.3 million.

Federal Funds. In FY 2000 the agency received $7.1 million in federal grants
and reimbursements. This amount does not include the Dingell-Johnson and
Pittman-Robertson federal reimbursements deposited in the Game and Fish
Fund. For FY 2002-03 the agency expects to receive $24.7 million in federal
funds.

Gift Funds. In FY 2000 the agency received $2.5 million in gifts. For FY
2002-03 gifts are estimated at $2.8 million. ’

Permanent School. In FY 2000 the agency deposited $12.1 million in the
Permanent School Account. Proceeds come from timber sales, mining rents
and royalties, land sales and leases. For FY 2002-03 the proceeds are
estimated at $27.7 million.
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NATURAL RESOURCES DEPT - REVENUE SUMMARY (Continued)

RECENT CHANGES:

The DNR has a complex revenue structure. The agency takes in more than
$139 million in receipts, which is collected at sites throughout the state.
Receipts are credited to over 400 accounts established for the various
revenues. The agency is working to prepare more accurate income forecasts, to
better manage its account receivables, to expedite revenue deposits, and to
provide more relevant management information for resource decisions. The
agency has proposed a reallocation of current base funding to continue the
development of a new department-wide revenue management system.

FORECAST BASIS:

The methodologies and assumptions used for future forecasts vary according to
the revenue category. For example, mining rents and royalties are based on
lease agreements and company mining plans. Timber forecasts are based on
stumpage rates, available cut, and many other factors. Revenue from the sale
of hunting and fishing licenses is based on historical trends, demographics,
weather, census data, and more. Each revenue category is unique and must
be analyzed and projected using the relevant factors.

State of Minnesota 2002-03 Biennial Budget
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Agency: NATURAL RESOURCES DEPT

Biennial Change

Summary of Agency Revenues Actual Actual Budgeted FY 2002 FY 2003 2002-03 Gov / 2000-01
(Dollars in Thousands) FY 1999 FY 2000 FY 2001 Governor Governor
Forecast Recomm. Forecast Recomm. Dollars Percent

Non-Dedicated Revenue:
Departmental Earnings:

GENERAL 0 0 0 13,589 13,589 13,689 13,689 27,278

NATURAL RESOURCES 10,250 10,635 10,881 10,730 10,730 10,719 10,719 (67) (0.3%)

CAMBRIDGE DEPOSIT FUND 12,908 13,613 13,568 0 0 0 0 (27,181) (100.0%)

GAME AND FISH (OPERATIONS) 56,968 68,494 62,045 67,488 67,488 66,753 66,753 3,702 2.8%
Other Revenues:

GENERAL 150 129 130 130 130 130 130 1 0.4%

NATURAL RESOURCES 353 455 1,348 1,348 1,348 1,348 1,348 893 49.5%

GAME AND FISH (OPERATIONS) 869 921 1,336 1,536 1,536 1,536 1,536 815 36.1%
Other Sources: : .

GENERAL 3 6 12 12 12 12 12 6 33.3%
Taxes:

GENERAL 656 652 702 686 686 701 701 33 2.4%

NATURAL RESOURCES 0 0 12,524 11,402 10,397 11,873 10,568 8,441 67.4%

GAME AND FISH (OPERATIONS) 0 0 12,523 11,402 10,397 11,572 10,567 8,441 67.4% |
Total Non-Dedicated Receipts 82,157 94,905 115,069 118,323 116,313 118,033 116,023 22,362 10.6%
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Agency: NATURAL RESOURCES DEPT
Biennial Change
Summary of Agency Revenues Actual Actual Budgeted FY 2002 FY 2003 2002-03 Gov / 2000-01
(Dollars in Thousands) FY 1999 FY 2000 FY 2001 Governor Governor
Forecast Recomm. Forecast Recomm. Dollars Percent
Dedicated Receipts:
Departmental Earnings (Inter-Agency):
GAME AND FISH (OPERATIONS) 183 71 67 70 70 70 70 2 1.4%
MISCELLANEQUS AGENCY 45 0 0 0 (o] 0 0 0
Departmental Earnings:
GENERAL 485 768 750 750 750 750 750 (18) (1.2%)
NATURAL RESOURCES 1,187 427 571 571 571 571 571 144 14.4%
SPECIAL REVENUE 15,205 16,480 18,107 14,896 14,896 15,114 15,114 (4,577) (13.2%)
GAME AND FISH (OPERATIONS) 289 926 2,084 2,092 2,092 2,097 2,097 1,179 39.2%
MISCELLANEOUS AGENCY 2,281 1,125 3,796 5,542 5,542 8,045 8,045 8,666 176.1%
GIFT 0 1) 0 0 0 0 0 1 (100.0%)
PERMANENT SCHOOL 10,351 11,112 13,161 13,076 13,076 13,376 13,376 2,179 9.0%
Grants:
FEDERAL 6,012 7121 14,510 13,614 13,614 12,117 12,117 4,100 19.0%
Other Revenues:
GENERAL 2,023 281 188 80 80 51 51 (338) (72.1%)
NATURAL RESOURCES 1,012 1,109 1 0 0 0 0 (1,110) (100.0%)
SPECIAL REVENUE 501 515 597 596 596 596 596 80 7.2%
GAME AND FISH (OPERATIONS) 2 210 500 500 500 500 500 290 40.8%
REINVEST IN MINNESOTA 142 94 165 165 165 165 165 71 27.4%
MISCELLANEQUS AGENCY 72 73 117 117 117 17 117 44 23.2%
GIFT 1,514 2,511 1,421 1,400 1,400 1,400 1,400 (1,132) (28.8%)
PERMANENT SCHOOL 1,115 971 620 620 620 620 620 (351) (22.1%)
Other Sources: )
GENERAL 63 82 0 0 0 0 0 (82) (100.0%)
SPECIAL REVENUE 25 29 35 35 35 35 35 6 9.4%
MISCELLANEOUS AGENCY 0 338 112 0 0 0 0 (450) (100.0%)
Total Dedicated Receipts 42,507 44,242 56,802 54,124 54,124 55,624 55,624 8,704 8.6%
Agency Total Revenues 124,664 [ 139,147 171,871 172,447 170,437 173,657 171,647 ] 31,066 10.0% ]
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NATURAL RESOURCES DEPT - FEDERAL FUNDS SUMMARY

Agency: Natural Resources, Department of (DNR)

This report includes all federal revenues and anticipated revenues to be
deposited in federal fund accounts as well as anticipated federal reimbursements
to be deposited in the Game and Fish Fund for the Sport Fish Restoration and
the Wildlife Restoration programs. Federal FEMA reimbursements passed
through another state agency are also included.

Benefits:

Federal funding augments DNR’s financial resources. It is sought and accepted
to support the department’s goals and strategies outlined in this budget and in
DNR's strategic plans. Also, in some cases federal funding fosters federal, state
and local cooperation and coordination in the management of natural resources.

Major New Program Pending Legislative Approval:

All new programs whose funding is pending legislative approval are followed with
an asterisk.

At the time of this printing, the Conservation and Reinvestment Act (CARA)
funding remains unclear. The estimated funding levels included here are based
on the most recent information. The level of funding and type of activities funded
has changed since our last estimate (under the title “teaming with wildlife”) in the
FY 2000-2001 Biennial Budget. The current compromise proposal establishes a
six-year fund, beginning with FFY 2001(10-1-2000) and ending in September of
2006. Funding will be subject to annual discretionary appropriations and states
will have to compete with federal and other programs for funding. The state
match requirements vary from 25-50% of the funded projects. Currently the
department is in the process of identifying base level funds that can be used for
eligible match. If the department cannot identify the amounts necessary within
the base level we will develop a proposal for additional state funds that will be
submitted in the future for legislative consideration. The following is a breakdown
of the program elements and related funding.

®  Land and Water Conservation. $1.5 million
" Coastal Stewardship (Department Of Commerce). $2.5 mitlion

® State and other Conservation Programs (includes state wildlife grants;
Endangered Species, and North American Wetlands Conservation Act and
Forest Legacy funds). $1 million

®  Urban and Community Forest and Youth Conservation Corps. $250,000

These new funds are all listed below under the “Conservation and Reinvestment
Act" title, even though there is a relationship to existing federally funded

State of Minnesota 2002-03 Biennial Budget

programs. This was done to differentiate the new funding from ongoing funding
for these programs.

Changes:

®  The Coastal Zone Management funding levels reflect a delayed start up of
the program. FY 2001 includes both those contracts that would have started
in FY 2000 and the current year activity. FY 2002 and 2003 reflect
continuing funding estimates.

® The Federal Emergency Management Agency (FEMA) Flood Mitigation
Program, previously located in the Department of Public Safety, is now
managed by DNR Waters Division who will be the direct recipient of federal
funding beginning in FY 2001. This follows the shift of direct federal funding
during the 2000-2001 biennium of the FEMA Community Assistance
Program to DNR from Public Safety. Both programs’ focus is local
assistance.

¥ National funding for the Conservation Reserve Program has been drastically
reduced affecting state allocations.

¥  Funding for the Forest Legacy program included under “Special Forestry
Federal has diminished as we moved from land acquisition and
maintenance (FY 2000) to just land maintenance.

®  The increase in the North American Waterfowl Act Program is related to two
large projects-Heron and Swan Lakes.

®  The apparent increase in the Recreational Boating Safety Program from FY
2000 to 2001 is related to a combination of factors. First, is a variable project
work schedule that depends on when larger projects are bid and billed
during the two year spend out period (e.g. FY 1999 was $2,184,000, and FY
2000 much lower). Second, the FY 2001-2003 amounts are estimated at the
maximum DNR could earn.

Related State Spending:
Per budget instructions “related state spending “ shows state spending for “the
same purpose whether mandated or not. "Mandated” was interpreted to mean

required state match. Therefore, this column shows more state spending
than is required for federal match needs.
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NATURAL RESOURCES DEPT - FEDERAL FUNDS SUMMARY (Continued)

FEMA Dam Safety Program -0- State Operations 19 86 86 86
Federal Flood Plain Management 70 State Operations 115 108 108 108
Waters Coastal Issues -0- State Operations 3 -0- -0- -0-
Waters Federal Flood Forecast -0- State Operations 106° 17 -0- -0-
Mississippi National Riverway 45 State Operations 122 60 -0- -0-
Grants
Waters Coastal Zone Management 44 Political Subdiv. 161 1,000 1,000 1,000
Waters Wetland Protection EPA 37 State Operations -0- 50 50 50
Grants- Political .
FEMA Flood Mitigation Assistance -0- Subdiv. -0- 136 136 136
GAP Analysis 170 State Operations 170 130 130 130
Grants
Forest Stewardship 151 Political Subdiv. 155 363 363 363
Forest Health Program 240 State Operations 240 202 202 202
. Grants
Urban Forestry 217 Political Subdiv. 217 330 330 330
Grants-
Conservation Reserve Program -0- Individuals 582 46 46 46
| Special Forestry Federal (Coop) 300 State Operations 296 883 162 162
Forestry Federal Focus Funds (Coop) 89 State Operations 89 80 80 80
Grants
Rural Community Fire Protection (Coop) 79 Political Subdiv. 79 104 104 104
FEMA Icestorm Mitigation-Forestry 98 State Operations 08 -0- -0- -0-
MCC Americorps Administration Grant* 0 State Operations -0- 43 -0- -0-
MCC Americorps Insurance 13 State Operations 13 -0- -0- -0-
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NATURAL RESOURCES DEPT - FEDERAL FUNDS SUMMARY (Continued)

Burpo
Grants-
Clean Vessel Act -0- Individuals 25 -0- -0- -0-
Boating Infrastructure -0- State Operations -0- 200 100 100
Grants
National Recreational Trails (Tea-21) -0- Political Subdiv 698 1,000 1,000 1,000
Hazard Mitigation-Old Mill Park* -0- State Operations 0 30 45 0
Conservation and Appreciation -0- State Operations 7 10 20 20
North American Waterfow! Act 80 State Operations 221 851 600 600
Forest Research -0- State Operations -0- 15 20 -0-
Sport Fish/ Wildlife Rgstoration Admin Grants 304 State Operations 60 - 165 -0- -0-
Long term Resource Monitoring 64 State Operations 489 350 350 350
Fish and Wildlife Coordination -0- State Operations -0- 70 155 175
Endangered species Section 6 10 State Operations 30 -0- -0- -0-
Endangered Species 104 State Operations 47 50 50 50
Wetlands Protection Grants 10 State Operations 35 41 -0- -0-
Great Lakes Program 20 State Operations 113 125 125 125
Surveys, studies, special grants 200 State Operations 127 125 125 125
Pesticide Enforcement 37 State Operations 19 25 25 25
Commercial Fish Assessment 22 State Operations 25 12 12 12
Harvest information Program -0- State Operations -0- 20 -0- -0-
Community Oriented Policing 48 State Operations 25 120 70 65
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NATURAL RESOURCES DEPT - FEDERAL FUNDS SUMMARY (Continued)

FEMA Disaster Public Assistance-thru DEM 363 State Operations 1,254 353 114 2
Recreational Boating Safety 3,400 State Operations 1,376 2,300 2,300 2,300
Land and Water Conservation 105 ° S(r)ﬁ;’ézl Subdiv. ] 105 760 446 112
Conservation and Reinvestment Act* -0- State Operations -0- 4,250 5,250 4,250
EPA Environmental Education* -0- State Operations -0- -0- 10 9
Sub total-federal fund appropriations 7,121 14,510 12,614 12,117
Wildlife Restoration-Game and Fish Fund 1600 Staté Operations 4,876 5,200 5,300 5,300
Sport Fish Restoration- Game and Fish Fund 3100 State Operations 9,211 9,000 9,000 9,000
Subtotal federal game and fish fund 4700 14,087 14,200 14,300 14,300
Agency Total 21,208 28,710 26,914 26,417
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BUDGET CHANGE ITEM (48557)

Agency: NATURAL RESOURCES DEPT

item Title: REALLOCATION OF BASE RESOURCES

2002-03 Biennium 2004-05 Biennium
FY 2002 FY 2003 FY 2004 FY 2005
Expenditures: ($000s)
General Fund
-State Operations $2,185 $2,149 $2,149 $2,149
-State Operations (%$2,185) ($2,149) ($2,149) ($2,149)
Revenues: ($000s)
General Fund $-0- $-0- $-0- $-0-
Statutory Change? Yes No_ X
If yes, statute(s) affected:
New Activity Supplemental Funding X__Reallocation

GOVERNOR’S RECOMMENDATION:

The Governor recommends an internal reallocation of base resources to
address the following high priority agency needs.

Minnesota Forest Resources Council

Minnesota County Biological Survey

Regional Operations

Minnesota Conservation Connections

Human Resource Bureau Services

Performance and Results Management

Management Information Systems: Sub-Regional Connectivity
Management Information Systems: Software Engineering Services

The reallocation of $2.185 million for FY 2002 and $2.149 million for FY 2003
identifies only those funds that are recommended to be moved between
programs.

RATIONALE:

In keeping with the Governor's Big Plan and Budget Principles and with the
agency’s strategic plan management principles, DNR reaffirms its commitment
to cost-conscious state government and to increasing the efficiency and quality
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of services. This will be accomplished through reallocating base resources to
address high priority agency needs.

FINANCING:

DNR will reallocate a net amount of $2.185 million for FY 2002 and $2.149 miilion
for FY 2003 in base level resources. The amounts reallocated in the General
Fund represent 1.9% of the agency's operating budget financed by direct
appropriations from this fund. Also, included in the agency's reallocation plan is a
reduction in the operating costs of the fleet management program.

OUTCOMES:

Minnesota Forest Resources Council

Continuation of the Minnesota Forest Resources Council at a reduced level of
funding ($375,000 per year reallocated from within the Forest Management
Program). Amendments to the Sustainable Forest Resources Act (SFRA) in the
1999 legislative session included an extension of a repealer through FY 2001 for
the purpose of evaluating progress. With legislative approval to remove the
repealer, funding will continue implementation of a few of the sustainable forest
management efforts. SFRA implementation has impacts not only on the
department, but also on other land management organizations within the state,
such as USDA-Forest Service, forest industry, and county land departments.
Examples of potential impacts for the department are: application of
comprehensive timber harvesting/forest management guidelines on DNR-
administered lands, involvement in landscape planning/coordination activities,
participation on the Minnesota Forest Resources Council. Similar impacts could
be expected for other agencies (3.0 FTE).

Minnesota County Biological Survey: $400,000 (FY 2002) $400,000 (FY 2003)
Identify the status and distribution of rare resources in all Minnesota counties;
enter data into Rare Features Database of the Natural Heritage [nformation
System. Citizens, businesses, and local communities will be better able to protect
and manage important elements of Minnesota’s biological diversity by using the
information in the Rare Features Database and by receiving technical assistance
from County Biological Survey staff (9.0 FTE).

Regional Operations: $432,000 (FY 2002) $526,000 (FY 2003)

Enhance the state’s ability to provide coordinated resource management services
at the local level. The state and the department will meet key strategic goals of an
accessible service-oriented government that works with local communities and
citizens to build strong and healthy communities.

Program direction will be set through biennial workplans. Performance will be

assessed annually and will be measured based on the quality and volume of
internal business services that are provided, resources leveraged, the number of

Page D-159



BUDGET CHANGE ITEM (48557) (Continued)

Agency: NATURAL RESOURCES DEPT
ltem Title: REALLOCATION OF BASE RESOURCES

cooperative efforts involving partners, and the number of integrated
departmental projects (8.0 FTE).

Minnesota Conservation Connections: $270,000 (FY 2002) $270,000 (FY
2003)

Increase collaboration between local government and the DNR that results in
protecting and restoring community ecological infrastructure (1.0 FTE). Specific
outcomes are:

®  Locally financed capital investments to protect and conserve habitats.
" Locally developed actions to link and conserve habitats.

®  Healthier fish and wildlife habitat and populations.

¥ Increased recreation opportunities.

" Diverse economic opportunities.

" Improved quality of life.

®  Enhanced DNR-local government partnerships.

Human Resource Bureau Services: $155,000 (FY 2002) $155,000 (FY 2003)
Services will be more timely. Work force/succession planning activities will
result in DNR having staffing levels and numbers needed to complete

necessary natural resource and other support work at the time it is needed, with
no “down-time” for recruitment, scoring applications, etc. (2.0 FTE).

Performance and Resuits Management: $150,000 (FY 2002) $150,000 (FY
2003)

Intermediate and long-term outcomes of strengthened performance
measurement (2.0 FTE) include:

® A set of indicators and performance measures that link agency activities to
actual natural resource outcomes and public benefits.

¥ Periodic State of the Natural Resources Report.

®  Measurable goals, objectives, and corresponding indicators in DNR
strategic plans. Biennial performance reports on progress toward agency
strategic goals.

® Inter-agency coordination on common natural resource results and agency
performance.
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R Greater accountability in demonstrating how financial resources are being
spent on the highest priorities.

®  Common baseline information for citizens and legislators leading to sounder
policy and management options.

® A better informed citizenry knowledgeable about complex resource issues.

Management Information Systems-Sub-Regional Connectivity; $250,000 (FY
2002) $140,000 (FY 2003)

Field natural resource managers will have fast, reliable, and continuous access to
a wide range of information resources, within the DNR, at other agencies across
levels of government, and via the Internet. They will also be able to provide
information about their own resources and management activities in a fast and
reliable manner. Field natural resource managers will be able {o collaborate much
more quickly and conveniently with other DNR managers as well as outside
partners by communicating and exchanging information via e-mail.

Management Information Systems—Software Engineering Services: $950,000
(FY 2002) $950,000 (FY 2003)

The DNR will have trained and experienced Information Technology staff on
board, whose technical and institutional (business) knowledge can be used to
maintain existing databases and applications, as well as develop and deploy new
ones that will be well-integrated (4.0 FTE).

The DNR will have an integrated, streamlined Revenue Management System that
will efficiently and effectively manage income across a wide-range of DNR
revenue-producing activities, and will allow these funds to be deposited into
interest-bearing accounts more quickly.

The DNR will have an integrated Forest Management System that will contribute
to achieving the forest resource goals in the department’s strategic plan.

The DNR will move towards an integrated State Land Records system that will -

®  Enhance the ability of the DNR divisions to manage state land by determining
ownership, restrictions, qualifications, encumbrances, funding, efc., matching
current DNR business practices, legislative mandates, and cooperative
agreements with public and private interests.

®  More effectively answer questions on Con-Con Lands, PILT payments, trust
fund land, fiduciary responsibilities, etc.

®  Create the opportunity to be more productive in designating lands available
for sale and exchange.
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BUDGET CHANGE ITEM (48557) (Continued)

Agency: NATURAL RESOURCES DEPT
Iltem Title: REALLOCATION OF BASE RESOURCES

®  Provide increasingly more detailed information that is being requested by
our customers through a “point and click” graphical user interface over
existing internet technologies.

¥ Improve data accuracy and the ability of citizens to utilize the information
we store on land management and the resulting revenue and costs.

REDUCTIONS:

Lands and Minerals - small reductions to Environmental Cooperative Research,
Iron Ore Cooperative Research Mineral Diversification activities and a small
reduction to general fund program operations ($140,000 each year of internal
reallocations within the Lands and Minerals Division will remain to continue
support of the Land Exchange Program).

Waters - reduction to pass through grants ($25,000 per year for the Lewis and
Clark Rural Water System, $40,000 per year to the Mississippi Headwaters
Board and $7,000 per year to the Leach Lake Band). Red River Mediation
grants will be reduced by $150,000 per year and exploratory drilling and
observation weil programs will also be reduced ($200,000 each year of internal
reallocations within the Waters Division will remain to continue support for
delivery of mandated activities).

Forestry - significant reductions in forest road maintenance (requiring additional
seasonal closure of roads), forest campground and recreational facility
operation, Youth Programs (approximately 206%), forest stand improvement and
private landowner assistance.

Parks - reductions in park maintenance (2 full-time positions and some season
labor) and park naturalist activities (2 naturalists) and post-pone the
implementation of the second half of the Campground Management Program.

Trails and Waterways - small negative impact on Trails and Waterways
Program activities.

Fish - small reductions to General Fund appropriations to lake aeration
systems, fishing piers, lake and stream habitat improvement, spawning area
development, shoreline stabilization, creel surveys and hatchery maintenance
and improvement,

Wildiife - reductions to General Fund appropriations to the Private Land Wildlife
Habitat technical Assistance (eliminate two temporary positions), brush land
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and open land habitat enhancement (approximately 1000 acres/yr reduction) and
wildlife population inventory and survey work.

Ecological Services - need to leave one position vacant in the Environmental
Review activity and to eliminate the analytical chemistry work that supports lake
surveys, and a few smaller program adjustments that impact the collection and
delivery of ecological information

Enforcement - restructuring of work responsibilities within the central office, not

filling certain support positions vacated through retirement and extending leases
on computer equipment.
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BUDGET CHANGE ITEM (46609)

Agency: NATURAL RESOURCES DEPT balance the appropriation between the GIA program and the rest of the
ltem Title: SNOWMOBILE BUDGET REDUCTION appropriations to DNR.

FINANCING:
2002-03 Biennium 2004-05 Biennium
FY 2002 FY 2003 FY 2004 FY 2005 Funding reductions attributed to the sunsetting of the 1% gas tax back to .75%.
Expenditures: ($000s)
Natural Resources 2002-03 Biennium
-State Operations $(262) $(262) $(262) $(262) Expenditures: (000s) FY 2002 FY 2003
-Grants $(388) $(388) $(388) $(388) Trails and Waterways-
- Grants . $(325) $(325)
Revenues: ($000s) - Operations (160) (160)
Natural Resources $-0- $-0- $-0- $-0- Enforcement .
- Grants (63) (63)
Statutory Change? Yes No _X - Ope_ranons i i (63) (63)
Information, Education & License Bureau (14) (14)
If yes, statute(s) affected: Minnesota Conservation Corps (MCC) (8) (8)
Management Information System (MIS) a7 (17)
New Activity Supplemental Funding X __ Reallocation Total $(650) $(650)
OUTCOMES:

GOVERNOR’S RECOMMENDATION:

Trails and Waterways
Grant-in-Aid Program will be reduced by $325,000 each fiscal year. The
showmobile plan, developed four years ago, called for four major initiatives with
the increased funding.

The Governor recommends a $650,000 annual reduction in the department’s
operating budget funded from the Snowmobile Trails and Enforcement Account
in the Natural Resources Fund. The reduction is necessary in order to maintain
a positive balance in the account at the end of the FY 2004-05 biennium. Fifty
percent of the reduction will be allocated to the Snowmobile Grants-in-Aid (GIA)

Program and 50% to the remainder of the department’s operating budget, which " Get the existing grants to a level that would accommodate most winters.
includes $63,000 of Snowmobile Safety Enforcement grants to county sheriffs. ® 7o allow existing non-GIA trails into the GIA program.
n

RATIONALE: Modernization of the existing system where possible.

. - ¥ New trails.
The percentage of the unrefunded gas tax attributed to snowmobiling was

raised from .75% to 1% for 2 years by the 1997 legislature. The rationale for The first two initiatives have been completed and the modernization effort is
this was the increasing snowmobile registrations and trail use resulting from nearing completion. This reduction leaves no funding for new trails, and would
several excellent snow years. During this time, the legislature directed the reduce funding available for existing grants by approximately 10%.

Department of Administration to do a study on the gas tax attributed to

snowmobiling. The study has been completed gnq it recommends that 75% is Trails and Waterways Operations will be reduced by $160,000 each year. This will
appropriate. The study showed that the upper limit for a good winter is 1.067% impact the quality and quantity of grooming on DNR operated trails.

and the lower limit for an average year is .62%.
Enforcement Division

Even though the GIA program rea]ized a $3 n?illion increase per year for the Annual grants to county sheriffs’ offices and local enforcement agencies will be
1998-99 biennium, these proportional reductions would honor the budget reduced by $63,000, or 16%. It is anticipated that their enforcement and training
structure set during a prior biennial budget session. This structure was to hours would be reduced by the same level.
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BUDGET CHANGE ITEM (46609) (Continued)

Agency: NATURAL RESOURCES DEPT
ltem Title: SNOWMOBILE BUDGET REDUCTION

Enforcement Division operations will be reduced by $63,000 annually. This will
result in the reduction of approximately 2,600 hours of snowmobile enforcement
each year.

Information, Education and Licensing Bureau
Operations will be reduced by $14,000 each year.

Minnesota Conservation Corps
This annual reduction ($8,000) will result in the loss of one full-time corps
member position

Management Information System (MIS)
The MIS Bureau budget will be reduced by $17,000 annually in the area of data
entry for snowmobile registrations.
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BUDGET CHANGE ITEM (55982)

Agency: NATURAL RESOURCES DEPT

ltem Title: LOTTERY IN-LIEU SALES TAX

FY 2002 FY 2003 FY 2004 FY 2005

Expenditures: ($000s)

Game and Fish Fund

- State Operations $9,418 $9,481 $9,481 $9,481

- Grants $335 $335 $335 $335

Natural Resource Fund

- State Operations $4,717 $4,717 $4,717 $4,717

- Grants $5,765 $5,765 $5,765 $5,765
Revenues: ($3000s)

Game and Fish Fund $(1,006) $(1,008) $(1,006) $(1,008)

Natural Resource Fund $(1,006) $(1,006) $(1,008) $(1,006)
Statutory Change? Yes __X No
if yes, statute(s) affected:

X___ New Activity Supplemental Funding _Reallocation

GOVERNOR’S RECOMMENDATION:

The Governor recommends $9.753 million in FY 2002 and $9.816 million in FY
2003 from the Heritage Enhancement Account in the Game & Fish Fund, and
$10.482 million in FY 2002 and $10.482 million in FY 2003 from the Natural
Resources Fund for improved Fish Management, Wildlife Management,
Ecological Services, Enforcement, Parks & Recreation, and Trails & Waterways
programs at DNR and for the Metropolitan Regional Park System and Zoo
Grants. The amounts made available by the 2000 Legisiative Session from
these two new funding sources were designated as one-time appropriations for
FY 2001.

RATIONALE:

In keeping with the Governor's Big Plan and with the agency’s strategic plan,
DNR reaffirms its commitment to smart growth; tourism; strong basic services
that provide recreation opportunities, protect and improve habitat, and manage
natural resources for sustainable use; partnerships with local units of
government; science, information, and technology; and technical assistance.
These efforts will be accomplished through continued funding from the lottery
in-lieu of sales tax.
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FINANCING:

The level of funds included in this recommendation are based on proposed
changes to the state’s sales tax rate of 6.5% to 6% under the Governor's tax
reform plan, and the distribution rate of the lottery in-lieu of sales tax receipts of
87% to 86% under MS 297A.44, Subdivision 1(e). Reducing the distribution rate
by 1% will provide additional resources in the General Fund to finance the
payment in-lieu-of taxes on 102,000 acres of Consclidated Conservation Area
(Con-Con) Lands that the Department is proposing to manage as wildlife
management areas pending approval by the 2001 Legislative Session.

OUTCOMES:

Fish Management: $3.4 million (FY 2002) $3.4 million (FY 2003)

" Statewide field projects (lake aeration, fishing piers, siream improvement and
restoration, fish barriers, shoreline stabilization, spawning area improvement,
lake and stream surveys, creel surveys).

®  Urban fishing programs (Metro Twin Cities and East Grant Forks).
" Aquatic plant management and habitat protection.

®  Fish culture improvements (fish hatching and rearing facilities).

®  Aquatic education (Metro Twin Cities).

®  Access and management of small lakes (central and northern Minnesota),
remove access barriers for physically disabled anglers.

®  Marketing and human dimensions research on angler expectations.

Wildlife Management: $2.4 million (FY 2002) $2.5 million (FY2003)

B Con-Con WMA boundary surveys, posting, management , and record keeping
(protect and manage 102,000 acres).

®  Con-Con WMA PILT increases.
®  Con-Con WMA public use promotion.

®  Wildlife inventory, monitoring, and research compietion of applied population
research and monitoring in each of the forest, wetland, and wildlife groups.

®  Prescribed burning for grasslands, wetlands, forests (additional 5,700 acres).
®  Brushiand management (additional 7,500 acres burned or sheared).

®  Prairie grassland development - native species restoration and improvement
(additional 3,300 acres of grasslands).

R Forest habitat improvement (additional 4,500 acres forest habitat).

Page D-164



S’

BUDGET CHANGE ITEM (55982) (Continued)

Agency: NATURAL RESOURCES DEPT

item Title: LOTTERY IN-LIEU SALES TAX

®  Forest wildlife landscape planning and coordination (influence habitat
sustainability on 410,000 acres).

®  Wetland wildlife habitat development - wetland restoration and shallow lake
habitat development (6,700 acres of habitat improvement).

®  Private land technical assistance and cost-share to improve wildlife habitat
on private lands (additional 9,500 acres of habitat development
improvement). .

®  Increased support for waterfow! habitat development in Canada pursuant to
MS 97A.127 (additional 2,500 acres of habitat to benefit waterfowl
migrating through Minnesota).

®  Development of newly acquired WMA's to ‘meet minimum development
standards (additional 2,280 acres of development).

®  Prairie chicken reintroduction and monitoring activities; to provide state
match for private contributions, and program continuity of an LCMR project.

®  Wolf management and the long-term survival of wolves; effective resolution
of wolf and human conflict, and resumption of state management authority.
Ecological Services: $1.655 million (FY 2002) $1.555 million (FY 2003)

B Collect and manage ecological data on important ecosystems and species
to support statewide investigations of critical species and habitats in forest
and river systems, including a contribution to the County Biological Survey
and inventory and management efforts of the Nongame Wildlife Program.

M Deliver ecological information on terrestrial and aquatic systems to
landowners, business leaders, public resource agencies, and local public
officials.

" Expand education and outreach efforts on the value and importance of the
state’s native plants, animals, and native plan communities

®  Cover the increased salary costs of the Hay Classification Study.

Enforcement: $2.298 million (FY 2002) $2.361 million (FY 2003)

®  Maintain basic services (14-20 Conservation Officers, increase contact with
the public and improving resource protection).

B Equipment replacement (implement a replacement schedule).
®  Retiree insurance costs for 42 in FY 2002 and 50 in FY 2003.

" |ncrease in fleet costs
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Parks and Recreation: $3.865 million (FY 2002) $3.865 million (FY 2003)

Restore camping to 30 parks, opening all campgrounds for the entire
operating system.

Extend open hours for park interpretive centers.

Provide day use activities and revenue collection for spring, summer, and fall
for all parks.

Provide partial funding for winter public use activities.
Accelerate natural and cultural resource management and protection.

Accelerate facility maintenance and emergency maintenance.

Trails & Waterways: $1.481 million (FY 2002) $1.481 (FY 2003)

Local trail grants ($629,000 annually, resulting in an estimated 9 projects each
year).

Operation and maintenance of state trails,
Expand customer services (maps brochures, interpretive services).
Plan, acquire, develop, and manage Gitchi Gami State Trail.

Metropolitan Council: $4.717 million (FY 2002) $4.717 million (FY 2003)

Operation and maintenance for the Metropolitan Regional Park System.

Zoo Grant: $419,000 (FY 2002) $419,000 (FY 2003)

Minnesota Zoological Garden.
City of Saint Paul, Como Zoo and Conservatory.
City of Duluth, Duluth Zoo.
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BUDGET CHANGE ITEM (62494)

Agency: NATURAL RESOURCES DEPT OUTCOMES:
Pl PCA's budget d t f i i h t
ftem Title: PCA ENVIRONMENTAL TAX REFORM froenistﬁesif; X oro soszl'ge ocument for a discussion of the outcomes expected
2002-03 Biennium 2004-05 Biennium No change in funding level, use of funds, or oversight is proposed for the
FY 2002 FY 2003 FY 2004 FY 2005 Department of Natural Resources.

Expenditures: ($000s)

Solid Waste $(100) $(100) $(100) $(100)
Environmental Fund $100 $100 $100 $100

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

Statutory Change? Yes __X No

If yes, statute(s) affected:

New Activity Supplemental Funding X_Reallocation

GOVERNOR'’S RECOMMENDATION:

The Governor recommends the change in funding source for the Enforcement
Division as part of the PCA Tax Reform change item.

RATIONALE: -

In an effort to improve the ability of the legislature and affected agencies to
direct money to the highest environmental priorities, the PCA is proposing to
reform the way that the state funds certain environmental activities.
Specifically, PCA is proposing to restructure the Environmental Fund, create a
new Remediation Fund, and abolish the Solid Waste and the Metropolitan
Landfill Contingency Action Trust Funds. For more information on this initiative,
please see the PCA's budget.

This change item simply appropriates base level funding to the Department of
Natural Resources from the new Remediation Fund rather than the Solid Waste
Fund. No change in the use or oversight of these funds is proposed.

FINANCING:

Funding will be changed from the Solid Waste Fund to the new Remediation
Fund. ’
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PROGRAM SUMMARY

Prdgram: LAND AND MINERAL RESOURCE MANAGEMENT
Agency: NATURAL RESOURCES DEPT

PROGRAM PROFILE:

The Division of Lands and Minerals was formed as the result of a 1999 merger of
the former Division of Minerals and the Bureau of Real Estate Management.

The new division provides land management direction for the department and
manages all department real estate transactions. The division also provides
technical assistance to local government on mining related issues and is
responsible for generating leasing revenue from state-owned mineral resources
for the state trust funds and local taxing districts throughout the state.

Lands

The division provides real estate services for all units of the department. It
provides transaction services for land acquisitions and sales, leasing,
conservation easements, licensing, and land exchanges.

The division also manages the state land records and mineral rights information
systems for state owned and administered lands including state acquired land,
county administered tax-forfeited land, and land held in trust for the Permanent
University Fund and Permanent School Fund. The system’s five million records
include data for recording: 1) land ownership, sales, acquisitions, exchanges,
easements, deeds, and contracts; 2) mineral ownership, leases, and lease sales;
3) payments-in-lieu-of-taxes, Public Hunting Ground payments, and general
assessments; and 4) billings, reconciliations, and mineral lease sales.

Minerals

The division’s responsibilities are fully integrated with the administration’s
strategic direction. Minnesota’s mining industry is a world competitor, providing
commodities and products for the global and regional marketplace.
Environmentally sound mineral extraction is directly related to maintaining
healthy, vital communities. Mineral commodities produced locally are vital to our
public infrastructure, including light rail, highways, bridges, and airports.

The division is actively engaged in providing technical support to local
government on mining and reclamation issues. 1t manages a number of research
and development programs supporting mineral research statewide, and is a
fiduciary for state trust funds.

State lands managed for mineral revenue include those held in trust for the

Permanent School Fund, Permanent University Fund, and local units of
government.
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The lands include:

¥ twelve million acres of state-owned trust and tax-forfeited mineral rights,
including 18% of the mineral rights on the Mesabi Iron Range; and

" eight million acres of surface rights and mineral rights for horticulture peat,
industrial minerals, and construction materials.

STRATEGIES AND PERFORMANCE:

Strategically the division's goal is to provide department customers with expert,
timely real estate services in support of legislative mandates and department
goals. Land related performance is tied to providing market-based returns for the
use of state lands by the private sector and governmental entities.

The division also generates revenue from state-owned lands by leasing lands for
exploration and mining. Its goal is to help sustain a strong and viable mineral
industry using environmentally sound mining practices. in 1999, Minnesota
ranked eighth in the nation in nonfuel mineral production, valued at $1.6 billion.

Minnesota is the nation’s leading producer of taconite. Other major nonfuel
minerals mined in the state include horticuitural peat and construction sand and
gravel, ranked third and seventh in the nation, respectively. In addition, the state
is a producer of industrial sand (silica sand), crushed stone, agricultural lime,
kaolin, commoen clay, and dimension stone.

Lands and Minerals staff provide the following services:

®  Mineral Potential and Engineering. Mineral potential and engineering staff
inspect mining properties having state leases. All taconite mining com-
panies operating in the state hold state leases, i.e., USX Corporation,
Hibbing Taconite Co., LTV Steel Mining Co., Northshore Mining Co., EVTAC
Mines LLC, National Steel Pellet Co., and Ispat Inland Mining Co. The
division provides computer-generated resource estimaies for new mine
proposals and expansions. It also markets Minnesota’s mineral resources
by developing and distributing information on mineral resources potential.
The current emphasis is: 1) mapping construction aggregate resources for
county government; and 2) developing computerized data on non-ferrous
metallic minerals for exploration companies. -

8 Mineland Reclamation. In addition to reclaiming mined lands, reclamation
staff also provide technical assistance on industrial mineral mining
operations to local governments throughout the state. The current focus is:
1) developing hydrological data necessary for watershed restoration for LTV
Steel Mining Co.’s Hoyt Lakes plant closure in February, 2001; and 2) permit
issues related to renewed interest and foreign investment in copper, nickel,
and platinum properties.
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Leasing, Sales, and Acquisitions. These responsibilities cover a broad
range of land and mineral tasks. The division is implementing a policy of an
annual land sale, the first of which was held in July, 2000, with 11 parcels
offered and nine sold. As the division does for mineral lease sales, it used
the Internet to advertise the properties. It completed multiple acquisitions,
including the McQuade Road Safe Harbor access site. It completed
substantial work on the Lakeshore Leased Lot Exchange project. Eighty-
nine metallic mineral leases encompassing about 32,000 acres have been
issued during the current biennium.

Regional Operations. The division maintains staff in each of the six
department regions. A goal of the merger was to strengthen regional
responsibilities and expand over-the-counter services for the public.
Regional operations staff work to coordinate decisions on land exchange
proposals, land acquisitions, land sales, acquisition of road and conservation
easements, and permanent utility corridor reviews with other department
staff.

Research and Development. The division manages three research and
development programs that address mineral processing, metallurgical,
geological, and environmental questions related to mining throughout the
state. The research is funded through cost-sharing programs with the
mining industry, nonprofits, and federal and local governments. Examples of
applied research topics:

Environmental Cooperative Research

- restoration projects using native vegetation on construction aggregate
properties in Rochester and in Clay County;

- reclamation projects on the Mesabi Iron Range using dredged material
from Duluth Harbor as a soil amendment;

- use of rock fines, a by-product of the aggregate industry, as a soail
amendment for organic farmers in central Minnesota; and

- research on the impact of taconite processing on mercury levels in
natural systems.

fron Ore Cooperative Research

- agglomeration studies focused on developing alternative binders for
pelletization;

- process modeling for induration furnaces;

- survey of dust suppression techniques for tailings basins;

- an evaluation of the environmental impacts of disposing tailings in
existing mine pits.
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Mineral Diversification

- mapping aggregate resources in Nicollet, Benton, and Chisago
counties;

- geochemical evaluation of platinum group element mineralization in
northeastern Minnesota;

- an inventory of aggregate resources in the seven-county metropolitan
area; and

- a statewide evaluation and cataloguing of mining industry by-products
that have market values for other uses.

The following chart illustrates the level of effort the division plans to direct toward
each functional area:

Projected Allocation of Funding
FY 2002 - 03

Research and
Development

Leasing, Sales

7% and Acquisitions
24%
Mineral Potential |
and Engineering ¥
17% .
Reclamation
21%

Regional
Operations
21%

FINANCING INFORMATION:

The real estate program is funded by a variety of sources, including General
Fund, the Game and Fish Fund, and the Water Recreation Account. The costs
of land acquisitions are billed to the acquiring division and/or funding accounts.
The minerals program is funded solely by General Fund dollars.

REVENUE SUMMARY

Lands

Real estate related activities generated about $3.07 million in FY 2000. Revenue
related to various types of sales and leases constituted 93% of the total.
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Cooperative farm agreements contributed the remaining 7%. The chart
illustrates the types and levels of activity that produced revenue in FY 2000,

Minerals

Mineral revenue totaled $6.5 million in FY 2000. The graph illustrates revenue
generated from state mineral leases for the 10-year period through FY 2000.
The revenues are depicted according to the account in which the revenue is
deposited, i.e., Permanent School Fund, Permanent University Fund, Tax-
forfeited land funds, and the Speciai Advanced Royalties Account. Other
accounts include the Consolidated Conservation Land and the General Fund.

Land Revenue FY 2000
$3.07 Million

Cooperative
Farm Timber Sales
Agreements 2%
7%

Loan Interest Land Sales

7% 27%
Lease
Payments
38% Construction
Aggregate
Sales
19%
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State Mineral Lease Revenués
Fiscal Years 1991-2000

$ in Millions

e = i e [ i

91 92 93 94 95 96 97 98 99 00

0O Permanent University Fund
8 Special Advanced Royalties

B Permanent School Fund
[ Tax-Forfeited Lands & Minerals

The FY 1998 revenues include a one-time transfer of $4.2 million from the
Taconite [ron Ore Special Advance Royalty Account to the Permanent School
Fund due to state lease assignments between USX and Ontario Iron Company in
the Kinney-Buhl area. This payment has been used as a credit against royaities
due on several state leases and was depleted in April of 2000.

Under the provisions of M.S. 93.335, Subd. 4, the department annually
distributes 80% of the mineral rents and royalties. generated from the tax-forfeited
lands, which are held in trust by the state for local taxing districts. FY 2000
reflected an increase in mining on tax forfeited land, with a projected revenue
distribution of about $2.65 million to local government.

Mineral revenue projections for the near term are weakening. The closure at
LTV Steel Mining Co., which provided about 40% of FY2000 revenue, and the
idling of an agglomerator line that represents about 12 percent annual output at
USX will dramatically reduce revenue generated from tax forfeited lands and
school trust fund lands. On the eastern Mesabi Iron Range, the LTV closure will
abruptly end the mining revenue generated from tax forfeited lands, 80% of
which is transferred to local government. Somewhat offsetting the reductions in
taconite revenue is National Steel Pellet Co.'s recent mining on university trust
lands, which will increase revenue to the Permanent University Fund.
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BUDGET ISSUES:

The division's budget issues are fully integrated with the department's
management principals outlined in Directions 2000 and proposed department
internal reallocations. '

The broad division issues are 1) maintaining adequate staffing for real estate
transactions, and 2) maintaining a healthy mining industry, associated revenues
from state mineral rights, and supporting environmentally-sound mining practices
that provide mineral commodities for societal needs. Specific issues for the
forthcoming biennium include the following: -

Maintaining staff positions for legislatively-mandated land exchanges and
annual land sales. Since 1998, two division positions have been funded by
revenue from state lakeshore lot lease payments. The state will have mostly
completed the exchange of these lakeshore lots with county governments by
12-31-2000, and the lease revenue will end.

Need for a new Land Records and Revenue System. The department
currently manages revenue of about $100 million per year from state lands.
The current land records system is outdated, reflecting technologies and
business practices of the early 1980s, and does not have a GIS interface
necessary to portray spatial information or provide accounting functions for
state lands, such as for Con-Con land and PILT payments. In addition the
system can not track legislatively mandated land policy changes or
department land management practices. In order to provide accurate and
timely information to customers, or to provide access to this information over
the Internet, a new system needs to be developed. The primary
beneficiaries of a new system would be local government, including county
auditors, land use planners, tax assessors, and highway departments.

A vibrant state economy has increased demand for consiruction aggregates
and has led to increased county requests for counly aggregate mapping.
M.S. 84.94 mandates that the department identify potentially valuable
publicly or privately owned aggregate resources for county government.
Current funding levels allow the division to produce only one county map per
year. The division has completed only six of 80 counties (the Minnesota
Geological Survey is responsible for metropolitan counties). The division
cannot currently respond to county requests for aggregate resource
information in a timely manner; subsequently, county governments do not
have a means to introduce aggregate resource protection into
comprehensive planning or zoning decisions.
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Reallocation of Base Resources

Proposals to reallocate monies within the department would alleviate some
of the division's concerns relating to two of the budget issues described
above. The first, “Maintaining staff positions for legislatively-mandated land
exchanges and land sales” would cease to be an issue because internal
reallocations would provide funding for that purpose. The second, “Need for
a new Land Records and Revenue System” would be addressed, in part, by
directing funding to “Software engineering services” described in the
department’'s Change Item, Reallocation of Base Resources.

These reallocation proposals will result in reductions to Environmental
Cooperative Research, Iron Ore Cooperative Research, Mineral Diversifica-
tion activities and a small reduction to general fund program operations.
($140,000 each year of internal reallocations within the Lands and Minerals
Division will remain to continue support of the Land Exchange Program).

GOVERNOR’S RECOMMENDATION:

The Governor recommends the Lands and Minerals budget request, including
the base budget reallocation.
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Biennial Change

Budget Activity Summary Actual Actual | Budgeted FY 2002 FY 2003 | 2002-03 Gov 7 2000-01
{Dollars in Thousands) FY 1999 FY 2000 FY 2001 Governor Governor
Base Recomm. Base Recomm. Dollars Percent
Expenditures by Category:
State Operations
COMPENSATION 4,968 5,376 5,402 5,338 5,305 5,499 5,497 24 0.2%
OTHER OPERATING EXPENSES 2,877 1,909 3,887 2,322 2,299 2,324 2,301 (1,196) (20.6%)
TRANSFERS 0 0 0 11,618 11,618 11,876 11,876 23,494
Subtotal State Operations 7,845 7,285 9,289 19,278 19,222 19,699 19,674 22,322 134.7%
CAPITAL OUTLAY & REAL PROPERTY 257 51 50 50 50 50 50 ©) (1.0%)
LOCAL ASSISTANCE 7,503 8,370 8,656 452 452 538 538 (16,036) (94.2%)
Total Expenditures 15,605 15,706 17,995 19,780 19,724 20,287 20,262 6,285 18.6%
Change Items: Fund -
(A) REALLOCATION OF BASE RESOURCES GEN (56) (25)
Total Change ltems (56) (25)
Financing by Fund:
Direct Appropriations:
ENVIRONMENT & NATURAL RESOURCE 0 300 450 0 0 0 0
GENERAL 6,097 5,884 6,805 6,556 6,500 6,704 6,679
MINNESOTA RESOURCES 0 8 92 0 0 0 0
NATURAL RESOURCES 141 142 151 152 152 156 156
GAME AND FISH (OPERATIONS) 1,297 408 418 427 427 438 438
PERMANENT SCHOOL 0 0 200 0 0 0 0
Open Appropriations:
GENERAL 5,570 5,634 5,718 11,658 11,658 11,916 11,916
Statutory Appropriations:
SPECIAL REVENUE 2,052 3,135 3,357 733 733 819 819
GAME AND FISH (OPERATIONS) 51 0 0 0 0 0 0
MISCELLANEOUS AGENCY 2 0 0 0 0 0 0
PERMANENT SCHOOL 395 195 804 254 254 254 254
Total Financing 15,605 15,706 17,995 19,780 19,724 20,287 20,262
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Program: LAND AND MINERAL RESOURCE MGMT
Agency: NATURAL RESOURCES DEPT

Budget Activity Summary Actual Actual Budgeted FY zooGzovernor FY 200630vernor
{Dollars in Thousands) FY 1999 FY 2000 FY 2001
Base Recomm. Base Recomm.

Revenue Collected:
Dedicated

NATURAL RESOURCES 8 0 0 0 0 0 0

SPECIAL REVENUE 2,427 3,779 4,138 1,021 1,021 1,128 1,128

GAME AND FISH (OPERATIONS) 110 0 0 0 0 0 0

MISCELLANEOUS AGENCY 2,221 926 3,729 5473 5,473 7,973 7,973

PERMANENT SCHOOL 4,856 4,491 6,275 5,990 5,990 5,990 5,990
Nondedicated

GENERAL 20 14 15 286 286 286 286

CAMBRIDGE DEPOSIT FUND 230 200 271 0 0 0 0

GAME AND FISH (OPERATIONS) 93 224 91 91 91 91 91
Total Revenues Collected 9,965 9,634 14,519 12,861 12,861 15,468 15,468
FTE by Employment Type: )

FULL TIME 79.8 81.7 86.0 84.2 83.2 84.2 83.8

PART-TIME, SEASONAL, LABOR SER 8.3 8.3 5.9 5.7 5.7 5.7 5.7

OVERTIME PAY 0.1 0.1 0.0 0.0 0.0 0.0 0.0
Total Full-Time Equivalent 88.2 90.1 91.9 89.9 88.9 89.9 89.5
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PROGRAM PROFILE:

DNR Waters plays a major role in the management of Minnesota's water
resources and since all Minnesotans are dependent on water resources, wise
management is critical for the state. DNR Waters monitors all phases of the
hydrologic cycle (the mechanism by which water is delivered from the
atmosphere to the landscape and back again) and manages human interactions
with wetland, lake, river, and ground water phases of the hydrologic cycle.

The Waters Division also

® maintains an extensive precipitation reporting network of over 1,200

volunteers to collect information for analysis.

The division monitors groundwater levels at over 700 observation wells,
conducts technical studies, maps ground water aquifers, manages water
appropriations from aquifers and analyzes ground water/surface water
interaction.

It inventories streams, lakes and wetlands; collects and analyzes information
about water levels and flows at over 1,500 lake and stream gage sites;
conducts technical studies of water budgets and flows; manages water
appropriations and use; regulates the construction and operation of dams;
helps people solve water related problems and conflicts; works with local
governments to manage development in shoreland and floodplain areas to
protect people from floods and high lake levels; and works with local, state
and federal agencies to protect lakes, streams, wetlands from unwise
construction activities,

Waters’ staff provide information, technical assistance and advice to citizens
and over 500 local government zoning and watershed planning staff.

It has a staff of water experts with a wide variety of skills located in offices
throughout the state-to help resolve complex water problems. These staff
help people and local governments solve water resources problems and to
strike a balance between the utilization and protection of water resources.

STRATEGIES AND PERFORMANCE:

Waters 1998 strategic plan identifies a goal of promoting water conservation and
sustainability by working with others to develop a common understanding of
water resources. Eight strategies to accomplish comprehensive water
management in the beginning of the 21 century were also identified.

W Use social, economic, and environmental information to improve water

resource decision-making.
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Increase regulatory effectiveness by simplifying the process and making
regulations less prescriptive.

®  Provide more information and technical assistance to help people solve their
water related problems.

® Increase opportunities for environmental education so future generations will
take better care of water resources and the environment.

" 