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1994-95 Biennial Budget
Agency Budget Brief
($ in thousands)

Agency: Public Utilities Commission Fund: General

1. Summary of Agency Actions:
L. F.Y. 1994 F.Y. 1995 F.Y. 94-95

CURRENT SPENDING $2,629 $2,635 $5,264
Foracast Adjustments . 0- - -0- 0

AGENCYBASE .. . ... $2,629 $2,635 $5,264
Inflation Cost Increases 92 188 280
Agency Operations: -

$102) . . $168) $(270)

Miscellansons Filings

Policy Rulemaking . .~ 68 80
Customer Asgistance - (63) (2
Reduce EAS Base 30) -0-
¥ EAS Tmnsfer to Specm} Revenue 230 _0-

L I77T) R YC VT

$2;498 ©  $2,503

Governor’s Initiatives

$131 Tos13g

Restgis Hgency Redudtiphis=

‘Stray Voltage & Electrc Sarvice o [ .

“Standards - , 345 305

Elecsdiiie Storage and Retriévai'$ Syaien: 287 35 -
Stsndardized Procedures ‘%8ﬂl~ . . 162 343

E'Salaty Planning Est:mates -
{“Subfotal”

ST SO

S

aeen

GdVE&NOR’s RECOMMENDATION
4 k
Bnef Ew&pl?:ﬁahon of Aguwy )

tl el e P ERNy

The commission’s hlghest priority acnvmes mclude actmg on ma_|or rate cases that have the l{ntgesl g

impact .on: the consumer, cting on majer sexvice. issues that are -required to be compl'eted by a
statutory deaﬂlme, and adoptmg Tules that are spectﬁcally required by law.

In order to snaintain ﬂlese “hlgh priority activities, cover unfundéd snﬂatmnary cost ine
reduce base level funding by 5% or $131,000 in F.Y. 1994 and 3132 000 in F.Y. 1995 the
following areas will be reduced: SR

EETRET e .. t2Tgpn
Lo RTINS ;‘(;(‘Ef,c: R £

Miscellaneous Filings, not subject to statutory deadlines: Much of the commission’s work, such as
utility requests for rate increases, must be completed within statutory deadlines. The commission
will continue to focus on rate filings, but action on miscellaneous filings that are not subject to
statutory deadlines will either be allowed to take effect without commission review, or would be
delayed until the commission can work on them. The commission will screen all filings and those
that appear to have a minimal impact on the consumer would be allowed to go into effect without
commission review, but those that could have a significant impact on consumers would be reviewed
when the commission . had time. : :

Pohcx Rulemakmg By law the commnssum must promulgate rules in order tq “ado t 8 pohcy t.hat
is general in its effect. The commission would only undertake mlemakmgs ‘that 'were speelﬂcally
required by law, such as the call tracer rulemaking. Current rulemakings, such as the one on
environmental externalities ptobably would be dropped, and few lf any additional rulemakings would
be started. . :

Consumer Assnstance The commissicn rcsponded to 5, 446 requests from the general publlc for
information or assnslance nFHw 1992, The comxmsslon will need 1o ﬂevplop strict guidelines for
screening customer assistance calls. The commission will continue to respond to high priority calls
for assistance, such as shumng off gas or electric service. However, the- commlssnon W_l“ not be
able, to respond to lower priorfiy?requests for mfommuon or assistance. : :

Extended Area Service!Bllotimg: M.S. 237.161 xequltes the comsiidsion to balict ‘ielephone
exchanges that petition for extended area senglce (EAS) and meet adjacency and traffi¢ criteria. ‘The
commission currently has’ Before lt pemmns that would result in $144;000 in bailcting expenses.
For the current bie; u?x, ‘ﬂ;e QOq;m;ssxonhad Jbudgeted $31,000 annualiy, based on the number of
petitions before it‘at‘the time the F Y. 1992-93 biennial budget was prepair.;ed

The commission would pnefer not to budget for 3144 ;000 annually to conduct EAS bailmmg, since
that number could grow or shrink from 3 year to year and is substafiiay.ottside of the commission’s
control. . Instead, the commission proposes. to_establish a Special Revenue Fund for that purpose,
w;th a $30,000 transfer fwguhe Gggeral Fynd; Z}ge [pgg }veuldhe: teplemshed from t.l'ge fees the
cOmmlssmn already is required tc assess the tefephone companies® involved. A statutory change
would be requm:d to- redxrectﬁle*fees ﬁmm i.he General Fundo a Specm} Revenue Fund:
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Agency Budget Brief 1994-95 Biennial Budget

Agency: Public Utilities Commission - Fund: General
{Continuation)- e 1 e 8
2. Impacton Stafﬁng 7 EY. 1994 - . E.Y. 1995
Layoffs . . 50 _ 6.5
3. Impact on Revenue Generauon- F.Y. 1994 E.Y. 1995 F.Y. 95-96
AgencyPlap - . | . $Q3n $(132) $(263)
Governor’s irﬁtia{;ives. . : o ‘ :
Restore Agency Reduction 131 132 263
Stray Voltage & Electric Service 345 305 650
Electronic Storage and Retrieval System 282 35 317
Standardized Procedures 181 162 ) 343
Salary Planning Estimates ©5 - ©6 (132
- Subtotal $373 $568 §1.441
GOVERNOR’S RECOMMENDATION  $742 $436 SLITS .

RIS

4. Affected Statutes: M.S. Ch. 216, 216A, 216B, 237

PO

5. Gevernor’s Recommendation:
The Govémor recc g levels as req in the agency budget plan except for
the follewing adjustments: the Governor recommends restoring reductions proposed in the ;
agencyplan.in the amount of $263,000 for the biennium; and the Governor recommends salary . : e e T T
pianmng estimate savings in the amount of $l32 000 for the biennium. : s

A< firnd <tad

In addmon, the Governor recommiends the following i initiatives: a blenmal increase of $650 000 o .
.and 5:0 posmons to mvesugate and resolve stray voltage and other electric service quality and ¥ T -
safety complaints; a biénnialincreass. of $317,000 and 1.0 position for an electronic storage ' ’ e e
nd. remeval system,,and a blemua] dincrease of $343,000 and 4.0 positions to’ standardize T e R R i
roceaums and unprove commumcauons with régulated industries and—mv.esested pames = . -
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1994-1995 B IENNIAL BUDGET
INVESTMENT INITIATIVES
(DOLLARS IN THOUSRARNDS)

AGENCY: PUBLIC UTIL COMMISSION

————————— EXPENDITURES REVENUES ———————————
ITEM DESCRIPTION: FUND FY 1994 FY 1995 BIENNIUM FY 1994 FY 1995 BIENNIUM
(A) RESTORE AGENCY REDUCTION GEN 131 132 263 131 132 263
(A) SALARY PLANNING ESTIMATES PR - o e - GENG - <66> <66> <132>

(A) SALARY PLANNING ESTIMATES GEN 17 s <66> <66> , <132>
(P) ELECTRONIC STORAGE AND: RETRIEVAL SYSTEM - GEN ™ - 282 35 317 282 35 - 317
(P) STANDARDIZED PROCEDURES: INITIATIVE . -GEN--i: 181 162 343 181 162 343
(P) STRAY VOLTAGE INITIATIVE . GEN = 345 305 650 345 305 650
TOTAL BY FUND D B - GEN 873 568 1,441 873 568 1,441
TOTAL INVESTMENT INITIATIVES - o.._ o wers 873 568 1,441 - 873 1 1,441

sy e
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1994-95 Biennial Budget

AGENCY: Public Utilities Commission

MISSION:

The mission of the Minnesota Public Utilities Commission is to create and maintain a regulatory
environment that ensures safe, efficient and reliable utility services at fair and reasonable rates.

MINNESOTA MILESTONES:

The Minnesota Milestones report suggests we should periodically assess our leadership role in using
new and emerging technology. On the energy side, Milestones establishes an energy conservation
goal of a 22% reduction in average annual energy use per person by 2020.

Minnesota Milestones recognizes that advancements in technology must be balanced with reasonable
rates. This is the commission’s mission. The commission wishes to implement telecommunications
advances in an orderly fashion, and in a way that will continue to make Minnesota one of the leading
states in the country in terms of telecommunications accessibility. Currently, Minnesota leads the
nation in telephone access - 97.6% of households have access to telephone service.

The commission’s strategic vision for telecommunications is to continue to upgrade telecommunica-
tions infrastructure, while maintaining rates at essentially the level they are at now. This vision is
reflected in the U.S. West incentive plan, approved by the commission, which requires U.S. West
to upgrade 88 exchangesto digital service, while at the same time maintain rate stability and creating
opportunities for the sharing of earnings with customers.

Similarly for energy policy. The commission encourages energy conservation, a Milestonesgoai} ™

but must balance the cost of energy conservation with the need for rate stability. In many instances,
energy efficiency is a way of realizing economies in households, businesses and industries. The
commission has incentive mechanisms in place to reward utilities that invest in energy conservation.

The commission’s strategic vision for energy is to encourage energy conservation programs without
sacrificing the twin goals of fair, reasonable rates and adequate, reliable service.

o

CLIMATE:

The commission directly regulates 3 industries that together collect over $5 billion in annual
revenue. Each of these industries plays a vital role not cnly in consumer spending and lifestyles,
but also in commercial activity and industrial production. Commission regulation is necessary
because local distribution companiesin each industry - electric, natural gas and telecommunications-
monopolize major portions of service distribution. '

The commission regulates numerous companies that range in size and sophistication from smail
businesses with a few employees to large corperations with thousands of employees. It is essential
that the commission have an adequate complement of well-trained professionals, support personnel
and equipment.

OUTCOMES:
One of the commission’s primary responsibilities is price regulation of the 3 industries it regulates.

Prices in the electric, natural gas, and telecommunications industries have in recent years risen more
slowly than the zate of inflation.

In the 10 years from 1980 to 1990, the national Consumer Price Index (CPD) rose 59%, and
Minnesota household income rose 69%. During that same 10-year period, Minnesota natural gas
prices rose 43 % and Minnesota electricity prices rose 30%. The rate of increase in natural gas and
electricity prices were substantially exceeded by both the rate of inflation in prices and the rate of
growth in income. Since 1989, the commission has ordered rates that were $140 million less than
those proposed by electric and natural gas utilities. This is more than 58 times the commission’s
annual operating budget.

In recent years, telephone company prices have not kept up with inflation as technological advances
have decreased unit costs. The Consumer Price Index (CPI) has increased 36 percentage points
since 1985. Food costs have increased 41.9 points, housing costs (rent and mortgage payments)
have risen 68.9 points, clothing costs have escalated 22.7 points. Telephone costs have increased
by only 7.2% since 1985.

The commission has required refunds to U.S. West customers of $10.5 million in 2 years to
residential customers and $6.4 million in 2 years to business customers. At the same time, U.S.
West’s rates have remained the same, and the company has adopted a program to convert 88
exchanges to digital technology. Investigations by the Department of Public Service have resulted
in an additional $7 million in savings to customers.

In F.Y. 1991 and 1992, the commission issued over 1,200 orders. Only 6 of these orders were
appealed to the Minnesota Court of Appeals. None of the appeals were successful. Over the past
2 years, the commission’s effectiveness has been outstanding - only 0.5% of its orders were
appealed, and none of those appeals were successful. The parties and the courts have a great deal
of confidence in the commission’s decisions.

The commission is efficient. The regulatory cost per capita in Minnesota is $1.38 annually - less
than 12 cents per month. Only 3 states have a lower regulatory cost per capita. Ancther measure

.- of the commission’s efficiency is staff size per capita compared with commissions in other states.

Minnesota, which ranks 20th in populaticn, ranks 32nd in utility regulatory staff size. Putting it
differently, Minnesota is 45th out of 50 states in staff size relative to state population. The
Minnesota Public Utilities Commission (with its sister agency, the Department of Public Service)
is one of the most efficient utility regulatory agencies in the country.

OBJECTIVES:

Energy. The commission’s overall strategic vision for electric and natural gas utilities is to
maximize efficiency in the use of resources, while holding rate increases below the rates of growth
in prices and income.

The commission has, on its own initiative, begun a resource planning process for the rate-regulated
electric utilities. This process requires utilities to think strategically about their resources needs.
It also places demand-side management on a level playing field with more traditional resources such
as power plants. The commission examines the utilities’ resource needs and their abilities to meet
those needs on a regular schedule determined by the commission.

The commission’s objective is to keep electric and natural gas prices increases below the increases
in the consumer price index and household income. At the same time, the commission must assure
that electric and natural gas service remains safe, efficient and reliable. The downward pressure on
prices must not result in a deterioration in service quality. Issues like stray voltage, the Clean Air
Act, service quality and environmental cost quantification must continue to be addressed assertively.
Addressing those issues requires a commitment of staff resources over and above the resources that
are assigned to process rate increase requests. '
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1994-95 Biennial Budget

AGENCY:  Public Utilities Commission
(Continuation)

Telecommunications. The commission has established a Telefutures Study Group to make

recommendations about the proper development of the state’s telecommunications infrastructure.
Although Minnesota’s telecomimunications infrastructure is generally quite modern, especially in
urban areas, tremendous opportunities exist for further modernization.

Replacement of analog switches with digital switches has already been required of U.S. West. The
Telefutures Study Group is expected to make recommendations about a date by which all analog
switches in the state should be converted to digital.

Similarly, fiber-optic technology already exists in parts of the state where conversion or new
construction has been economically justified. However, blanketing the state with expensive
technology that is either not needed or not economically justified would result in unnecessarily high
prices for telephone service. The commission’s goal is to keep telecommunications price increases
below the increases in the consumer price index and household income.

The commission’s Telefutures Study Group is attempting to determine a proper balance between
technological advancement and increases in the cost of telephone service. The study group may
recommend ‘ that modernization take place rapidly, but without resulting in an increase in
telecommunications prices. The commission is using outside resources to the extent possnble to
analyze these issues, but some commitment of its own resources is also necessary.

REVENUES:
This activity generates dedicated and non-dedicated revenue.

Dollars in Thousands
F.Y. 1991 F.Y. 1992 F.Y. 1993 F.Y. 1994 F.Y. 1995

Type of Revenue:

Non-dedicated - Gen’l $2,327 $2,315 $2,689 $2,858 $2,864
Dedicated - Special 3,473 3,148 2,954 3,075 3,117
AGENCY BUDGET PLAN:

The commission’s budget is 90% salary and rent. In order to cover inflationary increases without
any additional funding and reduce its base level funding by 5%, the commission must reduce its
budget by $223,000in F.Y. 1994 and $319,000in F.Y. 1995. Reductions of this magnitude would
result in the layoff of employees equivalent to 5.0 positions in F.Y. 1994 and an additional 1.5
positions in F.Y. 1995, for a total of 6.5 layoffs.

The commission’s highest priority activities include acting on major rate cases that have the largest
impact on the consumer, acting on major service issues that are required to be completed by a
statutory deadline, and adopting rules that are specifically required by law.

In order to maintain these high priority activities, cover unfunded inflationary cost increases, and
reduce base level funding by 5%, the following activities will be reduced:

Miscellaneous filings, not subject to statutory deadlines: Much of the commission’s work, such as
utility requests for rate increases, must be completed within statutory deadlines. Utility requests for

price increases go into effect within 30 to 60 days of filing, unless the commission takes action to
investigate the increases and stop them from taking effect. Under this budget proposal, the
commission will continue to focus on rate filings, but action on miscellaneous filings that are not
subject to statutory deadlines will either be allowed to take effect without commission review, or
would be delayed until the commission can work on them. The commission will screen all filings
and those that appear to have a minimal impact on the consumer would be allowed to go into effect
without commission review, but those that could have a significiant impact on consumers would be
reviewed when the commission had time.

Pohc! Rulemakmg By law, the commission must promulgate rules in order to adopt a policy that
is general in its effect. The commission would only undertake rulemakings that were specifically
required by law, such as the call tracer rulemaking. Current rulemakings, such as the one on
environmental externalities probably would be dropped, and few if any additional rulemakings would
be started.

Consumer Assistance: The commission responded to 5,446 requests from the general public for
information or assistance in F.Y. 1992. The commission will need to develop strict guidelines for
screening customer assistance calls. The commission will continue to respond to hlgh priority calls
for assistance, such as shutting off gas or electric service. However, the commission will not be
able to respond to lower priority requests for information or assistance.

Extended Service Balloting: M.S. 237.161 requires the commission to ballot telephone exchanges
that petition for extended area service (EAS)- and meet adjacency and traffic criteria. The
commission currently has before it petitions that would result in $144,000 in balicting expenses.
For the current biennium, the commission has budgeted $31,000 annuaily, based on the pumber of
petitions before it at the time the F.Y. 1992-93 biennial budget was prepared. Sio

The commission would prefer not w budget for $144,000 annually to conduct EAS bailoting, since
that number could grow or shrink from year to year and is substantially outside of the cc ission’s
control. Instead, the commission proposes to establish a Special Revenue Fund for- ﬂxa&gurpose,
with a $30,000 transfer from the General Fund. The fund would be replenished from the fees the
commission already is required to assess the telephone companies involved. A statutory change
would be required to redirect the fees from the General Fund to a Special Revenue Fund.

GOVERNOR’S RECOMMENDATION:

The Governor recommends funding levels as requested in the agency budget plan except for the
following adjustments: the Governor recommends restoring reductions proposed in the agency plan
in the amount of $263,000 for the biennium; and the Governor recommends salary planning estimate
savings in the amount of $132,000 for the biennium.

In addition, the Governor recommends the following initiatives: a biennial increase of $650,000 and
5.0 positions to investigate and resolve stray voltage and other electric service quality and safety
complaints; a biennial increase of $317,000 and 1.0 position for an electronic storage and retrieval
system; and a biennial increase of $343,000 and 4.0 positions to standardize procedures and improve
communications with regulated industries and interested parties.
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1994-1995 BIENNIAL BUDGET
(DOLLARS IN THOUSANDS)

AGENCY: PUBLIC UTIL COMMISSION
PROGRAM: PUBLIC UTILITIES COMM
ACTIVITY: PUBLIC UTILITIES COMM

FY 1994 FY 1995
. Est. Current Agency Governor Current Agency Governor
ACTIVITY SUMMARY FY 1991 FY 1992 FY 1993 Spending Plan Recomn. Spending Plan Recommn.
EXPENDITURES:
DETAIL BY CATEGORY:
STATE OPERATIONS:
PERSONAL SERVICES 1,721 1,918 2,107 2,115 1,984 2,415
EXPENSES/CONTRACTUAL SRVCS 419 399 490 651 801 890
MISC OPERATING EXPENSES 118 121 126 126 126 146
SUPPLIES/MATERIALS/PARTS 53 193 29 29 29 92
CAPITAL EQUIPMENT 6 13 272
OTHER 1
SUBTOTAL STATE OPERATIONS 2,318 2,644 2,752 2,921 25940 3,813
LOCAL ASSISTANCE 2,483 25379 3,140 3,140 3,140 3,140
TOTAL EXPENDITURES - o 4,801 5,023 5,892 6,061 6,080 6,953 6,067 6,085 6,653
. LT - . ooy 5};’; U!SZU;Y'JL 853
GOV'S INITIATIVES: - FUND wejjopn® 2
TTmT e : - e —— . e g
(A) RESTORE AGENCY REDUCTION - P TR LA GEN 131 o -
(A) SALARY PLANNING ESTIMATES GEN <66>
(P) ELECTRONIC STORAGE AND RETRIEVAL SYSTEM - GEN 282
(P) STANDARDIZED PROCEDURES INITIATIVE GEN 181
(P) STRAY VOLTAGE INITIATIVE - . GEN 345
TOTAL GOV'S INITIATiVES. 873
SOURCES OF FINANCING:
DIRECT APPROPRIATIONS: R
GENERAL ST ’ 25126 2,608 2,460 2,629 25498 3,371 2,635 2,503 3,071
STATUTORY APPROPRIATIONS: ,
SPECIAL REVENUE =~ ° oo 2,675‘ 2,615 3,632 2,432 3,582 3,582 3,432 3,682 3,582
TOTAL FINANCING 6,061 6,080 6,085 6,653

65953
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1994-1995 BIENNIAL BUDGET
(DOLLARS IN THOUSANDS)

AGENCY: PUBLIC UTIL COMMISSION
PROGRAM: PUBLIC UTILITIES COMM
ACTIVITY: PUBLIC UTILITIES COMM

FY 1994 FY 1995
: Est. Current Agency Governor Current Agency Governor
ACTIVITY SUMMARY FY 1991 FY 1992 FY 1993 Spending Pian Recomm. Spending Plan Recomm.

GENERAL 39.0 40.0 40.0 40.0 37.0 50.0 40.0 37.0 50.0

TOTAL POSITIONS 39.0 40.0 40.0 40.0 37.0 50.0 40.0 37.0 50.0
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STATE OF MINNESOTA — DEPARTMENT OF FINANCE
BIENNIAL BUDGET SYSTEM - BASE RECONCILIATION REPORT

BY SEC SEQ
AGENCY: PUBLIC UTIL COMMISSION
ALL FUNDS GENERAL FUND OTHER STATE FUNDS FEDERAL FUNDS

F.Y.94 F.Y.95 F.Y.94 F.Y.95 F.Y.9%4 F.Y.95 F.Y.94 F.Y.95
F.Y.93 FUNDING LEVEL 5,892 5,892 2,660 2,460 5,432 5,432
TECHNICAL ADJUSTMENTS
DOCUMENTED RENT/LEASE_INC/DEC 161 167 161 167
INSURANCE PREMIUM HOLIDAY 8 8 8 8
SUBTOTAL TECH. ADJ. _—____-_Ig; _——-“*~~I;; __—__—-_ig; -_——-_—_I;g ____________________________________________
CURRENT SPENDING 6,061 6,067 2,629 2,635 5,432 3,432
AGENCY BASE 6,061 6,067 2,629 2,635 3,632 3,632
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F.Y. 1994-95 INVESTMENT INITIATIVE standards and evaluate and investigate technical aspects of consumer complaints, 1.0 consumer

. mediator to process and resolve customer complaints, 1.0 rules attorney to draft rules and coordi-

: . nate the rulemaking process, 1.0 Attorney General (funding only, complement from AG’s office)

AGENCY: Public Utilities Commission i to advise the Commission and defend its orders, and 1.0 clerk-typist to provide administrative

PROGRAM: support for the additional professional positions. The Commission also needs funds for consulting
ACTIVITY: o ) services for a stray voltage investigator to conduct testing and evaluation on individual farms and

for joint investigations/research with other agencies and states.
ITEM TITLE: Stray Voliage and Electric Service Standards

PROGRAM OQOUTCOMES:
1994 95 Blemigm 199697 Biennium ___ This initiative will improve accountability by establishing service standards against which to
FY. 1”4 F.Y. 1995 F.Y. 1996 F.Y. 1997 measure outcomes. It will improve the adequacy, reliability, and safety of electric utility service in
Expenditures: ($000s) Minnesota which the Commission is charged with protecting.

General Fund LONG-TERM IMPACT

- State Operations $345 $305 $305 $305 = :

- Grants This initiative will reduce the costs to utilities and consumers which could otherwise result from
costly litigation before the Commission and the Courts by developing standards which provide
more certainty for all parties and allow measurement of results. Having standards in place will

Revenues: ($000s) . -
allow more complaints to be settled informally.

General Fund $345 $305 $305 $305

It will also improve the delivery of agency services by expediting the review and investigation of
Statutory C e? Yes No X complaints and related issues by the Commission. .

If yes, statute affected: The improvements in resolution of stray voltage complaints will help ensure the financial well-

being of the state’s dairy industry, as well as other farm operations that are affected by stray
voltage.

GOVERNOR’S RECOMMENDATION:

The Governor recommends $650,000 and 5.0 positions to investigate and resolve stray voltage and
other electric service quality and safety complaints.

The Commission is charged with ensuring that utilities provide safe, adequate, and reliable service
to their customers. This initiative will streamline and expedite the complaint review process and
allow stray voltage standards to be developed to minimize disputes in the future.

Stray voltage impacts on dairy animals have only been measured and recognized within the last 10
years. The Commission has begun receiving a significant number of complaints in the last 2
years. As a relatively new phenomenon, standards and expertise have not yet been adequately
developed by utilities, the Commission, or other agencies.

The Commission also needs to develop general service quality and customer service standards for
electric service. Quality electric service is necessary to retain and attract business in the state and
provide service to customers who have disputes with utilities.

The Commission does not have the staff or expertise to deal with stray voltage complaints, which
results in delays in investigating and resolving disputes. They also lack the resources and expertise

to develop standards for measuring quality and adequacy of service.

To support these efforts, the Commission needs: 1.0 electrical engineer to help develop service
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F.Y. 1994-95 INVESTMENT INITIATIVE

AGENCY: Public Utilities Commission (PUC)
PROGRAM:
ACTIVITY:

ITEM TITLE: Electronic Storage and Retrieval System

1994-95 Biennium
F.Y. 1994 FE.Y. 1995

1996-97 Biennium
F.Y. 1996 F.Y. 1997

Expenditures: ($000s)
General Fund
- State Operations $282 $35 $36 $37

Revenues: (3000s)

General Fund $282 $35 $36 $37
Statutory Change? Yes No_X
If yes, statute affected:

GOVERNOR’S RECOMMENDATION:

The Governor recommends 1.0 position and the purchase and installation of optical scanning
equipment, software, and related computer upgrades necessary to provide an electronic storage and
retrieval system available to all users of the Public Utilities Commission’s Local Area Network. The
Commission and the Department of Public Service will jointly purchase and operate the imaging
system.

This investment will significantly improve program management by increasing the efficiency with
which the commission processes information. It will increase staff productivity by providing a faster
means of researching the information necessary to respond timely to the many filings received each
year.

The number of filings before the commission has grown from 654 in 1982 to over 1000 expected
this year. The filings are also more complex which has caused the number and length of documents
being processed and stored to be even larger in proportion to the growth in numbers of filings.

An optical scanning system would allow the commission to scan all filings and related documents
received by the commission into electronic format. These stored electronic images would be an
instant resource available to all users of the Commissions Local Area Network. Documents would
be immediately available and information could be searched by key words, phrases or combinations
of words.

Procedures could be established for outside parties to access the system. They could search and

view the information for a fee that would cover the cost of the service.

The Information Policy Office has received and supports this project, if funding is available,
consistent with any requirement identified in its analysis.

PROGRAM OUTCOMES:

With an optical scanning system, each piece of incoming mail becomes an electronic record that can
be filed, categorized and transmitted to anyone in the agency. Having all case related information
available to commissioners and staff electronically would increase their productivity and efficiency
by drastically cutting down the time it currently takes to research through individual pieces of paper
for a particular issue.

Information would be available to all commissioners and staff on a given case almost immediately
when it is received in the PUC offices. There would no longer be a need to wait for a sufficient
number of copies to be made and distributed. A savings in staff time would also be possible if this
step were eliminated.

Currently several copies of incoming mail items need to be made because a sufficient number of
copies were not provided. Our new Rules of Practice and Procedures will require that the utilities
submit an original and 15 copies of all filings and any related documentation. If material could be
scanned and available electronically, it would no longer be necessary for the commission to make
additional copies or require that parties submit so many copies. This would not only reduce the
commission’s copying costs but also the copying, postage and delivefy costs of the regulated
industries; and, ultimately a possible savings to their customers.

A scanning system would also minimize the numter of file cabinets needed and the staff time it takes
to file paper copies of items, search for and pull the item(s) when they come before the commission,
refile them again after the meeting, and eventually recycle or submit to the records center at the end
of the case.

LONG-TERM IMPACT:

Nearly all filings before the commission have a statutory deadline for commission action. An
electronic storage and retrieval system would improve customer and client services by providing a
better and faster means of researching information and ultimately allow for more timely, confident
and informed decisions. '
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F.Y. 1994-95 INVESTMENT INITIATIVE

AGENCY: Public Utilities Commission (PUC)
PROGRAM:
ACTIVITY:

ITEM TITLE: Standardized Procedures Initiative

1994-95 Biennium
F.Y. 1994 F.Y. 1995

1996-97 Biennium
F.Y. 1996 F.Y. 1997

Expenditures: ($000s)
General Fund
- State Operations $181 $162 $168 $174

Revenues: ($000s)

General Fund $181 $162 $168 $174
Statutory Change? Yes Ne _X
If yes, statute affected:

GOVERNOR’S RECOMMENDATION:

The Governor reco ds the funding for 3 clerical positions and 1 information officer to allow
the commission to improve communication with the industries it regulates and interested parties.

The commission is promulgating new Rules of Practice and Procedure, which will require additional
duties to be performed by commission staff. These new rules will establish a system of docketing,
case file maintenance, and scheduling to replace the largely informal, unwritten procedures currently
used.

The current blend of formal and informal procedures was created when the commission was
separated from the Department of Public Service in 1980. The nature of the commission’s business
has changed since then. In the early 1980s, the commission focused most of its time and attention
on general rate proceedings, which had well-established, formal procedures. Other, miscellaneous
proceedings were smaller in number than they are today and were handled informally.

The divestiture of AT&T, the federal deregulation of the natural gas supply market, and increasing
competitive pressures in the electricity market have strained the informal procedures that were
adequate prior to the mid 1980s. The amount of proprietary (trade secret) information, which
requires special handling to protect confidentiality, has increased dramatically. The number and
complexity of filings has grown, the number of regulated companies has grown (due mainly to the
introduction of competition in the long distance market), and monitoring the status of commission
proceedings has become a larger task.

The commission, a fully fee-funded agency that regulates the retail provision of gas, telephone, and
electric service, now receives over 1,000 filings each year. Nearly every filing has a statutory
deadline for commission action. The most common is 60 days from the date of filing, but statutory
deadlines range from 10 days to 10 months.

The new rules incorporate these statutory deadlines by implementing formal, uniform procedures
instead of the less formal, flexible arrangements that have been used in the past. The new rules
recognize that to keep filings steadily moving toward resolution within statutory time frames, there
must be standard procedures at critical junctures such as establishing comment periods, compiling
service lists, and notifying parties of hearing dates. In fact, meeting 60-day deadlines on over 1,000
filings basically requires that filings be assigned tentative hearing dates when they are received. The
commission needs a docketing staff to monitor filings and ensure they are processed within statutory
time frames. :

PROGRAM OUTCOMES:

Funding for docketing staff will enable the commission to impl t its new Rules of Practice and
Procedure. This new initiative will improve communication with the industries the commission
regulates, and standardize the wide variety of formal and informal procedures currently in place.
The new rules will enable the commission to take better control of its filings and its calendar. The
rules explicitly recognize, incorporate, and strictly adhere to statutory time frames.

The regulatory community sees the rules as a new initiative toward a more sound, systematic,
efficient, communicative and responsive approach to handling commission filings. The commission,
a fee-funded agency, has made a commitment to implement this new approach. Without docketing
staff, the commission will be unable to deliver on this commitment.

LONG-TERM IMPACT:

The long-term impact of this new initiative will provide for better communication and improved,
more efficient service to the regulatory industry and its customers.
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1994-95 BIENNIAL BUDGET

PROGRAM STRUCTURE
AGENCY:  PUBLIC SERVICE, DEPARTMENT OF
PROGRAM PAGE
TELECOMMUNICATIONS D-26
WEIGHTS AND MEASURES D-30
INFORMATION AND OPERATIONS MANAGEMENT D-36
ENERGY D-41
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Department of Public Service
Organization Chart as of 7/1/92

COMMISSIONER
Current Position 1.0
TELECOMMUNICATIONS WEIGHTS & MEASURES INFORMATION & ENERGY
OPERATIONS MGMT.
Current Positions 11.0 Current Positions 25.0 Current Positions 65.8
Adjustments 1.0 Current Positions 45.0 Adjustments _(2.5) Adjustments (12.4)
12.0 22,5 53.4
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Department of Public Service

Position and Employee Status Information

Position Reconciliation:

Employees by Employment Status:

Authority

Legislative Complement:
General Fund
Special Revenue
Federal

Total Permanent Positions

TOTAL Positions

Employees on 6/30/92

Current Requested
F.Y. 1993 for 6/30/95

133.8 119.9
6.0 6.0
8.0 8.0

147.8 133.9

147.8 133.9

133

6/30/92
Full-Time Unlimited 127
Full-Time Temporary 3
Part-Time Temporary _3
TOTAL 133
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Agency: Public Service, Department of
1. Summary of Agency Actions:

CURRENT SPENDING
Forecast Adjustments

AGENCY BASE
Inflation Cost Increases

Agency Management Decisions

Agency Operations:

Telecommunications:
Telecommunications Analyst

Information and Operations Management

Reduce Public Information*®

Reduce Library and Computer Support*

Accelerated Assessment Billing

Weights and Measures
Reduce Weights and Measures*

100% W & M Cost Recovery

. Energy
Consolidated Clerical*
Restructure Loan and Grant
Eliminate Community Energy
Reduce Alternative Engineering

Reduce Electric and Gas Regulation*

Grants:
Transfer to Jobs and Training:
Oil Burner Retrofit Program

Liquid Petroleum Retrofit Program

Subtotal
TOTAL AGENCY PLAN:

Governor’s Initiatives
Metrology Laboratory
Petroleum Quality Assurance
Optical System Equipment
Salary Planning Estimates
Subtotal

GOVERNOR’S RECOMMENDATION

1994-95 Biennial Budget
Agency Budget Brief
($ in thousands)

Fund: General

F.Y. 1994 F.Y. 1995 F.Y. 94-95
$8,013 $8,010 $16,023
30 30 60
$8,043 $8,040 $16,083
262 534 796
$55 $55 $110
63) 63) (126)
349 ©1 125)
38 35 73
-0- ©0) 90)
-0- -0- -0-
(16) (16) 32)
119 114 (228)
(80) 19 199
(2849 (326) 610
() am (191
588 588 1,176
220 220 440
$236 333 $198
$8,541 $8,536 $17,077
$237 $237 $474
137 45 182
84 -0- 84
193) 194 38D
$265 $38 $353
$8.806 $8.624 $17.430

* Note: 80% or more fee funded

Brief Explanation of Agency’s Overall Actions: The department’s highest priorities are those
activities which yield the highest documented savings to Minnesota consumers. (For example, the
department’s energy utility regulation has saved consumers $140 million in electric and gas rates
since 1989; DPS has saved NSP customers $1.2 million annually in overcharges; Minnesota Power
customers received a $6.5 million refund due to the DPS role in the ARMCO settlement; and
telephone rates around the state have been reduced by $7 million during the past year. The Weights
and Measures inspections of gas pumps, grocery, hardware, railroad, agricultural and other scales
prevent overchargesto consumers, and the division’s octane inspection program will save Minnesota
consumers an estimated $7 million annually.)

We also addressed future privatization of any of our functions by sending a survey to 200 of our
customers. To date, major utility clients, including NSP, Otter Tail Power, United and Dakota
Electric saw no opportunities for, and indeed advised against privatizing any current DPS functions.
We considered recommending some areas of Weights and Measures be privatized. But, after further
study, determined that private fees would increase costs for our customers.

Therefore, the following options have been selected for increases for decreases based on the
documented level of savings to consumers.

1. Telecommunications Analyst: Declining costs have created a growing potential for telephone
companies to increase earnings. A statistical analyst with expertise in rate analysis is needed
to assure that a reasonable share of these earnings increases are passed on to consumers.
Cost of salary and support: $55,000 per year.

2. Reduce Public Information Function: DPS will: 1) elimipate its internal newsletter; 2)
eliminate its own monitoring efforts and rely instead on the Department of Administration’s
monitoring of the $15,000,000 Energy and Environmental Program designed to save energy
in state buildings; 3) reduce its efforts to educate staic employees on the need to conserve
fuel; 4) reduce the number of energy conservation publications developed for public use; 5)
reduce resources committed to the Governor’s Office initiative process and the legislative
process, which will impact the department’s ability to effect legislative outcomes. This
action will result in a 80 cents on the dollar reduction in General Fund non-dedicated
revenue from utility assessments.

3. Reduce Library and Computer Support: A Library Technician and Computer Systems
Analyst position will be eliminated. Professional staff will locate their own reference
materials and future computer applications and hardware purchases will be accomplished by
shifting these responsibilities to the manager in charge of administrative services. This action
will result in a 80 cents on the dollar reduction in General Fund non-dedicated revenue
from utility assessments. )

4. Accelerated Assessment Billing Schedule: One additional position is needed to increase
frequency of billings to regulated utilities from semi-annualto quarterly. Restructured billing
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Agency Budget Brief
Agency: Public Service, Department of

1994-95 Biennial Budget
Fund: General
(Continuation)

10.

11.

schedule will improve program management and productivity and earn the state an additional
$57,000/yr. in interest at a cost of $35,000/yr for staff, which is recoverable. This request
is based on the Legislative Auditor’s recommendation. The accelerated billing schedule will
also produce a one-time windfall shift in revenue of $600,000 in F.Y. 1994.

Reduce Weights & Measures Regulation: The Weights and Measures Division must hold 2
positions vacant in order to cover the normal annual cost of workers compensation. these
positions will be eliminated. If claims develop in F.Y. 1995, additional inspectors will be
laid off to pay for the claims. Reduced inspections mean that faulty devices will remain in
service longer, resulting in dollar losses to consumers and/or businesses. This action will
result in a 93 ceats on the dollar reduction in General Fund non-dedicated revenue from
Weights and Measures fees.

100% Weights and Measures Cost Recovery: Allows Weights and Measures Division to
recover 100% of costs (now recovers 93 %) from customers who benefit from actual service.
Reduces ongoing costs to General Fund and improves program accountability.

Consolidate Clerical: The Energy Assistant Commissioner’s secretarial position will be
eliminated. Clerical support from other activities will be reallocated to provide services for
the Assistant Commissioner’s office. This will result in a 80 ceats on the dollar reduction
in General Furd non-dedicated revenue from utility assessments.

Restructure Loan & Grant Program: Schools that participate in the loan and grant program
use approximately 7% less heating and electrical energy in their buildings than schools that
do not participate in the program. Therefore, energy conservation loans and grants will
continue to be provided to schools, hospitals and municipal buildings, but the department’s
energy use monitoring and reporting services to these groups will be eliminated.

Eliminate Community Energy Program: The Exxon funding for community energy grants
to assist communities in establishing Community Energy Councils will be nearly exhausted
in F.Y. 1993. Since Exxon grant funds for this program will be depleted, it is not cost
effective to maintain a state-funded administrative structure to support the existing Community
Energy Councils.

Shift Focus on Advancing Alternative Energy Sources: The department will continue to
provide information on wind energy and biomass energy (including ethanol) as well as

efficiency improvements in the areas of lighting, heating, air conditioning and building codes,
but will not longer continue its useful but limited research in these areas. The department
has shifted efforts to ensure implementation, construction and operation of renewable energy
generation sources (through the Integrated Resource Plan (IRP) process), which benefits
private sector advocacy groups and entrepreneurial companies who have developed their own
research capabilities. The department will also continue implementation of efficiency
improvements through the Conservation Improvement Program (CIP) process.

Reduce Gas and Electric Regulation: The department will focus its efforts on major rate and
quality of service filings which have the greatest dollar savings potential for consumers; and
it will reduce participation in discretionary matters (such as stray voltage, cogeneration
complaints, certain service territory disputes, DSM and evaluation research), that have a
lower consumer savings return. This action will also result in a dollar for dollar reduction
in General Fund non-dedicated revenue from assessments to utility companies.

12.

Transfer to Department of Jobs and Training: This represents the transfer of $588,000 per
fiscal year of General Fund appropriation for the Oil Burner retrofit Program and $220,000
for the Liquid Petroleum Retrofit Program to the Department of Jobs and Training.
E.Y. 1994 E.Y. 1995
Impact on Staffing:
Positions left Vacant or Eliminated
Telecommunications 1.0 1.0
Weights and Measures 0.0 2.09)
Information and Operations Management (1.5) 2.5
Energy 9.4 12.49
Total Agency Impact ©.9 (15.9)
F.Y. 1994 F.Y. 1995 F.Y. 9495
Impact on Revenue Generation:
Agency Plan
Telecom Analyst $55 $55 $110
100% W&M Cost Recovery 160 160 320
Accelerated Assessment Billing 638 35 673
Energy Program - 5% Plan ()} 85) (152
Weights & Measures - 5% Plan 83 75 158
Telecommunications- 5% Plan 24 47 !
Info & Oper - 5% Plan 38 (48) (86)
Subtotal $855 $239 '$1,094
Governor’s Initiatives: '
Metrology Laboratory $237 $237 $474
Petroleum Quality Assurance 120 62 182
Optical System Equipment 84 0 84
Subtotal $441 $299 $740
Governor’s Recommendation $1,296 $538 $1,834

Affected Statutes:

Item #6: Weights & Measures 100% Recovery
The Weights & Measures Fee Recovery Statutes, M.S. 239.52 needs to be amended to recover
the costs of exempt services by charging an overhead fee.

Ttem #12: Transfer to Department of Jobs & Training.

The Minnesota Laws of 1992, Chapter 259, Sections 20 and 21, appropriated Oil Burner
Retrofit and Liquid Petroleum Retrofit program funds to the Department of Public Service
Energy and Conservation Account. These funds are subsequently transferred to and
administered by the Department of Jobs & Training. The appropriation was for the period
ending 6-30-93.

Governor’s Recommendation: The Governor recommends funding levels as requested in the
agency budget plan, except for the following adjustments: the Governor recommends that
proposed funding be reduced due to revised salary planning estimates. The Governor also
recommends an increase of 4.0 positions and $474,000 for the biennium to upgrade the State
Measurement Laboratory to European Economic Community (EEC) standards; 1.0 positionand
$182,000 for the biennium to provide a low~cost petroleum quality testing service to petroleum
distributors licensed in Minnesota; and $84,000 in F.Y. 1994 to implement an electronic
imaging system which will be shared with the Public Utilitiecs Commission.
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1994-1995 BIENNIAL BUDGET
INVESTMENT INITIATIVES
(DOLLARS IN THOUSANDS)

AGENCY: PUBLIC SERVICE,DPT OF

————————— EXPENDITURES REVENUES ———————————
ITEM DESCRIPTION: FUND FY 1994 FY 1995 BIENNIUM FY 1994 FY 1995 BIENNIUM
(A) SALARY PLANNING ESTIMATES GEN <193> <194> <387>

(B) METROLOGY LABORATORY GEN 237 237 474 237 237 474
(B) PETROLEUM QUALITY ASSURANCE-FEE FOR SERVICE GEN 137 45 182 120 62 182
(B) OPTICAL SYSTEM EQUIPMENT PURCHASE GEN 84 84 84 84
TOTAL BY FUND GEN 265 88 353 441 299 740
TOTAL INVESTMENT INITIATIVES 265 88 353 441 299 740
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1994-95 Biennial Budget

AGENCY:  Public Service, Department of

MISSION STATEMENT:

The mission of the Minnesota Department of Public Service (DPS) is to provide leadership for
Minnesota consistent with the goals of enhancing the environment and quality of life. As a
consumer protections agency, we accomplish this goal through developing, advocating and
implementing equitable policies regarding energy, telecommunications, and standards for weights
and measures, and providing education, information and programs to the public.

The DPS has diverse responsibilities relating to energy and telecommunications regulation, energy
policy and commercial weighing and measuring transactions. It is the lead agency in developing,
advocating and implementing policies affecting these areas. DPS strives to accomplish its mission
by intervening before the Minnesota Public Utilities Commission (PUC), the Federal Energy
Regulatory Commission (FERC), the Federal Communications Commission (FCC), the U.S.
Department of Energy (DOE), and the Nuclear Regulatory Commission (NRC). The Department
is also responsible for enforcing PUC orders, testing and inspecting commercial weights and
measures, testing the quality of petroleum products, analyzing and authorizing energy conservation
programs, and promoting efficient development and use of energy and telecommunications resources
through public information, education, and technical assistance programs.

By assuming the roles identified above, the agency is placed in a rather unique position. On the one
hand, it must serve the consumer by engaging in advocacy, education and protection activities. On
the other hand, to ensure adequate telecommunications and energy supplies to the consumer, it must
also serve the providers of these services. To carry out this mission of protecting the public interest,
the Department:

@  investigates, analyzes and advocates in all telephone, natural gas and electric utility rate, tariff,
Integrated Resource Plans (IRP), and certificate-of-need proceedings.

B  enforces all Minnesota Public Utilities Commission (PUC) orders.

B investigates, analyzes and advocates in all Conservation Improvement Program (CIP) filings.
B provides assistance to resolve complaints between utilities and customers.

B intervenes and advocates in telephone and energy utility service-territory disputes.

B provides forums for telephone and energy policy discussions.

@  conducts research and evaluation on demand-side management efforts and potential.

B operales, maintains, updates and enforces the state’s energy code.

8  operates and manages the Energy Information Center.

B  operates and manages loan and grant programs to further energy conservation and the use of
alternative energy sources. )

B collects data and provides analysis of state and national energy use, inventories and trends.
B  provides the state with technical expertise in conservation and alternative energy resources.

@  analyzes and advocates implementation of renewable energy sources through the regulatory
process.

8  conducts the state Petroleum Quality Assurance testing program.

@  investigates the accuracy of all commercial weighing and measuring equipment, such as grocery
store scales, grain elevator scales, gasoline pumps, etc.

@  operates the Metrology Laboratory which provides Minnesota business and industry access to
standards required in international markets.

MINNESOTA MILESTONES:

There are a number of areas within Minnesota Milestones which directly relate to the DPS mission.
Our ability to successfully implement each portion of our mission directly impacts Minnesota’s
citizens, businesses, its marketplace and economy.

Goal: Minnesotans will act to protect and enhance their environment.

Indicator: Average annual energy use per person. The DPS contributes to the attainment of this
milestone by:

@ providing analysis, advocacy, decision making and enforcement of all Conservation
Improvement Programs (CIP). The Legislature mandates investment in conservation and
energy efficiency by all regulated natural gas and electric utilities. The Department fulfills this
mandate through implementation of CIP.

B providing analysis and advocacy on all Integrated Resource Plans (IRP), which set goals for
utility investment in renewable energy and demand-side management.

@  providing information and assistance to alternative-energy providers and cogenerators. The
DPS reviews and investigates the rate and contract terms utilities offer to alternative-energy
providers and provides recommendations to the PUC. In addition, the DPS provides
information on rates and contract conditions to interested providers of alternative energy and
intervenes in disputes between utilities and operators of proposed alternative-energy and
cogeneration projects. :

@ developing and implementing energy conservation building codes to reduce industrial,
commercial and residential energy consumption.

®  providing energy-conservation information to the public.

®  providing loans and grants to promote cost-effective energy use. The Department operates the
Municipal Energy Conservation Loan Program (M.S. 216C.37), the Exxon Revolving Loan
Fund (M.S. 216C.10), the Maxi-Audit Grant Program (M..S. 216C.10), and the federal Schools
and Hospitals Grant Program (42 USC 6371), all of which encourage and financially assist
schools, hospitals, cities and counties to become more energy-efficient.

" PAGE D-20



1994-95 Biennial Budget

AGENCY:  Public Service, Department of
(Continuation)

Goal: We will improve the guality of the air, water and earth.

Indicator: Air pollutants emitted from stationary sources.
The Department contributes to the achievement of this indicator in 3 ways.

@  The demand-side management programs listed above reduce energy use, which in turn reduces
pollutant emissions created when electric power is generated.

8  Through IRP and technical support programs, DPS works to establish electric generation
sources based on renewable energy sources. Such renewable sources, once in operation,
provide electric power with few or none of the emissions associated with traditional fossil fuels.

B The Weights and Measures Division will perform compliance testing for the Oxygenated Fuels
program which began 11-1-92. Higher levels of oxygen in gasoline will significanily cut the
amount of carbon dioxide released in the atmosphere from cars and trucks.

Indicator: Quantity of hazardous waste generated (million pounds per year). As we improve
conservation and electric generation from renewables, we will position Minnesota to reduce our
heavy reliance of nuclear power. DPS has and will continue to pressure the Federal government to
fulfill its responsibility to remove spent nuclear fuel currently stored in Minnesota. Likewise,
reduced future reliance on coal and garbage fired generation will decrease problems associated with
emissions and ash disposal.

Goal: Rural areas, small cities and wrban meighborhoods throughout the State will be
economically viable places for people to live and work.

The DPS contributes significantly to economic development in non-metropolitan Minnesota.

@ By working to ensure equitable distribution and fair pricing of high quality energy and
telephone service throughout all 87 counties, businesses and industries have access to the
basic tools required to begin and maintain a competitive operation. Likewise employees
of those enterprises benefit from this access to service.

8  Testing of all commercial weighing and measuring devices by our Weights and Measures
Division protects the reliability of the marketplace in both business-to-businesstransactions and
the businesses-to-consumer transactions. A healthy and thriving economy in metro and non-
metro Minnesota must have a high degree of public confidence in the accuracy of transactions
to remain sustainable.

@ The Weights and Measures Division’s Metrology Laboratory provides Minnesota business and
industry access to standards which are directly traceable to official National and International
Master Standards. Access to these standards is essential for Minnesota firms competing in
national and international marketplaces, especially in precision technologies.

Indicator: Minnesota’s rank in telecommunications technology. Our telecommunications unit
furthers the goal of reliable, high-quality communication systems, consistent with the public interest
and consumers’ wants and needs.

Goal: People who need help providing for themselves will receive the help they need.

DPS plays an important, although indirect, role in achieving this goal. By keeping energy and
telephone rates fair and affordable, we contribute in a significant fashion.

CLIMATE:

The Department expects the following issues to influence Energy, Telecommunications and Weights
and Measures policy decisions in the next biennium.

Energy

#  Environmental consequences of using energy, particularly fossil fuels, will continue to drive
energy decisions for Minnesota and the world. Energy and regulatory policy must continue
to respond to and account for environmental issues in decision-making.

®  New technologies in lighting, heating, cooling, and electric motor operations offer great energy
saving potential. Since the Department has authority over utility-sponsored conservation
programs, we have the opportunity to implement these technologies through the regulatory
process.

8  Increased competition, diversification, and structural changes in regulated industries will create
new challenges for regulators. While regulation must adapt to competitive pressures, close
scrutiny is required to ensure that regulated monopoly customers are not subsidizing
competitive services.

@  Northern States Power Company’s (NSP) license for its Monticello nuclear facility will expire
in 2011. NSP may request to recertify the Monticello facility. If so, Minnesota will be the
first state to develop and implement a reli procedure for nuclear power facilities. We

will be the first state with a plant going through the federal process. Ensuring a sufficient state
role in the decision-making is our challenge.

@  The failure of the Federal government to meet its responsibility to establish a permanent
repository for nuclear waste poses a major challenge for Minnesota, given that 28% of our
current electricity supply is generated from nuclear power.

®  Minnesota’s increasing vulnerability to petroleum and price disruptions calls for constant
monitoring of the petroleum refining, distribution and storage infrastructure to ensure

appropriate distribution of the state’s petroleum supply.

B Reduced federal funding for low-income energy users creates significant problems for
Minnesota’s low-income community.

Telecommunications

#  With the introduction of competition into some arcas of telecommunication services, regulatory
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AGENCY:  Public Service, Department of
(Continuation)

changes have occurred. An increase in the number of companies, each requiring different
levels of regulatory oversight, has increased the demand on department resources.

B Since telephone companies are allowed greater flexibility in adjusting rates, the Department
must carefully monitor regulated telephone monopolies to make sure they do not use their
established market position to thwart development of effective competition or to disadvantage
customers through rate design or terms and conditions of service.

@  Rapid technological changes in the telecommunications industry has a great impact on
Minnesota’s ability to compete in an increasingly global economy. The effective implementa-
tion of technology required can only be accomplished with appropriate regulatory policies.

B Increased diversification by telephone companies requires careful monitoring to ensure that
regulated monopoly customers are not subsidizing unregulated services and that costs between
state and federal jurisdiction have been properly determined.

8 Technological advances producing declining telecommunications costs challenge regulators to
capture a portion of the cost savings for consumers without destroying incentive to implement
cost-saving changes.

Weights and Measures

B Increasingly sophisticated weighing systems have not proved to be more reliable in maintaining
accuracy; consequently, there is greater need for enforcement services, training and new
computer-aided calibration equipment to ensure accurate commercial transactions for
Minnesota’s citizens.

8  Increased concern over the environment and petroleum supply issues calls for careful
monitoring of gasoline quality, the sales practices of gasoline retailers, and the storage,
handling and sale of alternative fuels, such as ethanol-blended fuels. These concerns, along
with more stringent federal air-pollution standards, increase the need to monitor alternative
fuels. The division is currently evaluating and testing sophisticated mass-flow measurement
systems for the sale of compressed natural gas for automotive use.

B Federal air—quality standards which require gasoline oxygenation to reduce carbon monoxide
emissions require close monitoring to ensure compliance with federal standards thus avoiding

sanctions on Federal highway funds.

AGENCY BUDGET PLAN:

The Department’s highest priorities are those activities which yield the highest documented savings
to Minnesota consumers. These savings are generated primarily by the Department’s regulatory
activities. For example:

B  the Department’s energy utility regulation has saved consumers $140 million in electric and gas
1ates since 1989;

®  DPS has saved NSP customers $1.2 million annually in overcharges;

B  Minnesota Power customer received a $6.5 million refund due to the DPS role in the ARMCO
settlement;

&  telephone rates around the state have been reduced by $7 million during F.Y. 1991.

8  Weights and Measures’ inspections of gas pumps, grocery, hardware, railroad, agricultural and
other scales prevent overcharges to consumers; and,

®  the division’s octane inspection program will save Minnesota consumers an estimated $7
million annually.

The DPS also explored the potential for privatization of any of our functions by sending a survey
to 200 of our customers. To date, major utilities including NSP, Otter Tail Power, United
Telephone and Dakota Electric, saw no opportunities for, and indeed advised against privatizing any
current DPS functions. We considered recommending some areas of privatization of Weights and
Measures, but determined that private fees would increase costs for consumers, business and
industry.

Therefore, the following options have been selected for increases or decreases based on the level of
documented savings to consumers.

1. Telecommunications Analyst: Declining costs have created a growing potential for telephone
companies to increase earnings. A statistical analyst with expertise in rate analysis is needed
to assure that a reasonable share of these earnings increases are passed on to c« s. Cost
of salary and support: $55,000 per year.

2. Reduce Public Information Function: DPS will 1) eliminate its internal newsletter; 2) eliminate
its own monitoring efforts and rely instead on Department Of Administration’s monitoring of
the $15,000,000 Energy/Environmental Program designed to save energy in state buildings;
3) reduce its efforts to educate state employees on the need to conserve fuel; 4) reduce the
number of energy conservation publications developed for public use; 5) reduce resources
committed to the Governor’s Office initiative process and the legislative process, which will
impact the Department’s ability to effect legislative outcomes. This action will result in an
80 cents on the dollar reduction in general fund non-dedicated revenue from utility
assessments.

3. Reduce Library and Computer Support: A Library Technician and a Computer Systems
Analyst position will be eliminated. Professional staff will be required to locate more of their
own reference matérials and future computer applications and hardware purchases will be
accomplished by shifling these responsibilities to the manager in charge of administrative
services.

4. Accelerated Assessment Billing Schedule: One additional position is needed to increase
frequency of billings to regulated utilities from semi-annual to quarterly. Restructured billing
schedule will improve program management and productivity and earn the state an additional
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AGENCY:  Public Service, Department of
(Continuation)

10.

11.

$57,000/yr. in interest at a cost of $35,000/yr for staff, which is recoverable. This request is
based on the Legislative auditor’s recommendation. The accelerated billing schedule will also
produce a one-time windfall shift in revenue of $600,000 in F.Y. 1994.

Reduce Weights and Measures Regulation: The Weights and Measures Division must hold two
positions vacant to cover the normal annual cost of workers’ compensation. These positions
will be eliminated. If claims develop in F.Y. 1995, additional inspectors will be laid off to pay
for the claims. Reduced inspections mean that faulty devices will remain in service longer,
resulting in dollar losses to consumers and merchants. This action will result in a 93 ceats
on the dollar reduction in general fund non-dedicated reveaue from Weights and Measures
fees.

100% Weights & Measures Cost Recoilery: Allows Weights & Measures Division to recover
100% of costs (now recovers 93 %) from customers who benefit from actual service. Reduces
ongoing costs to general fund and improves program accountability.

Consolidate Clerical: The Assistant Commissioner’s secretarial position will be eliminated.
Clerical support from other activities will be reallocated to provide services for the Assistant
Commissioner’s office. This action will result in an 80 cents on the dollar reduction in
general fund non-dedicated revenue from utility assessments.

Restructure Loan and Grant Program: Schools that participate in the loan and grant program
use approximately 7% less heating and electrical energy in their buildings than schools that do
no participate in the program. Therefore, energy conservation loans and grants will continue
to be provided to schools, hospitals and municipal buildings, but the Department’s monitoring
and reporting services to these groups will be eliminated.

Eliminate Community Energy Program: The Exxon funding for community energy grants to
assist communities in establishing Community Energy Councils will be nearly exhausted in
F.Y. 1993. Since Exxon grant funds for this program will be depleted, it is not cost-effective
to maintain a state-funded administrative structure to support the existing Community Energy
Councils.

Shift Focus on Advancing Alternative Energy Sources: The Department will continue to
provide information on wind energy and biomass energy (including ethanol) as well as

efficiency improvements in the areas of lighting, heating, air conditioning and building codes,
but will no longer continue its useful but limited research in these areas. The Department has
shified efforts to ensure implementation, construction and operation of renewable energy
generation sources (through the Integrated Resource Plan (IRP) process), which benefits private
sector advocacy groups and entrepreneurial companies who have developed their own research
capabilities. The Department will also continue implementation of efficiency improvements
through the Conservation Improvement Program (CIP) process.

Reduce Gas and Electric Regulation: The Department will continue to focus its efforts on

major rate and quality of service filings which have the greatest dollar savings potential for
consumers. We will reduce participation in discretionary matters, such as stray voltage,
cogeneration complaints, certain service territory disputes, DSM and evaluation research that
have a lower consumer savings return. This action will result in a dollar-for-doliar
reduction in general fund non-dedicated revenune from assessments to utility companies.

12. Transfer to Jobs & Training: This represents the transfer of $588,000 per fiscal year of
General Fund Appropriation for the Oil Burner Retrofit Program and $220,000 for the Liquid
Petroleum Retrofit Program to the Department of Jobs and Training.

GOVERNOR’S RECOMMENDATION:

The Governor recommends funding levels as requested in the agency budget plan, except for the
following adjustments: the Governor recommends that proposed funding be reduced due to revised
salary planning estimates. The Governor also recommends an increase of 4.0 positions and
$474,000 for the biennium to upgrade the State Measurement Laboratory to Furopean Economic
Community (EEC) standards; 1.0 position and $182,000 for the biennium to provide a low-cost
petroleum quality testing service to petroleum distributors licensed in Minnesota; and $84,000 in

* F.Y. 1994 to implement an electronic imaging system which will be shared with the Public Utilities

Commission.
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AGENCY : PUBLIC SERVICE,DPT OF

1994-1995 B I ENNIAL BUDGET
(DOLLARS IN THOUSANDS)

Est.

PROGRAM RESOURCE ALLOCATION: FY 1991 FY 1992 FY 1993
TELECOMMUNICATIONS 536 737 800
WEIGHTS & MEASURES 1,880 2,122 25498
INFORMATION & OPERATION MGT 1,458 1,626 1,635
ENERGY 6,233 5,674 6,189
TOTAL EXPENDITURES BY PROGRAM 10,107 10,159 11,122
‘'SOURCES OF FINANCING:

DIRECT APPROPRIATIONS:

GENERAL 6,529 7,354 8,725
STATUTORY APPROPRIATIONS:

GENERAL 22 45

SPECIAL REVENUE 3,256 2,206 1,725

FEDERAL 300 554 672
TOTAL FINANCING 10,107 10,159 11,122
POSITIONS BY FUND:

GENERAL 126.0 129.0 133.8

SPECIAL REVENUE 6.0 6.0 6.0

FEDERAL 10.0 8.1 8.0
TOTAL POSITIONS 142.0 143.1 147.8

FY 199 FY 1995
Current Agency Governor Current Agency Governor
Spending Plan Recomm. Spending Plan Recomm.
822 901 880 822 924 902
2,519 2,638 2,948 2,516 2,627 2,845
1,678 1,662 1,708 1,678 1,639 1,601
5,391 4,789 4,719 5,391 4,686 4,616
10,410 9,990 10,255 10,407 9,876 9,964
8,013 8,541 8,806 8,010 8,536 8,624
1,725 959 959 1,725 903 903
672 490 490 672 637 637
10,410 92,990 10,255 10,407 9,876 9,964
133.8 123.9 128.9 123.8 119.9 126.9
6.0 6.0 6.0 6.0 6.0 6.0
8.0 8.0 8.0 8.0 8.0 8.0
147.8 137.9 142.9 147.8 133.9 138.9
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STATE OF MINNESOTA - DEPARTMENT OF FINANCE
BIENNIAL BUDGET SYSTEM - BASE RECONCILIATION REPORT

BY SEC SEQ
AGENCY: PUBLIC SERVICE,DPT OF
ALL FUNDS GENERAL FUND OTHER STATE FUNDS FEDERAL FUNDS

F.Y.96 F.Y.95 F.Y.94 F.Y.95 F.Y.94 F.Y.95 F.Y.94 F.Y.95
F.Y.93 FUNDING LEVEL 11,122 11,122 8,725 8,725 1,725 1,725 672 672
TECHNICAL ADJUSTMENTS
ONE-TIME APPROPRIATIONS <827> <827> <827> <827>
NON-RECURRING EXPENDITURES <5> <5> <5> <5>
DOCUMENTED RENT/LEASE INC/DEC 92 89 92 89
INSURANCE PREMIUM HOLIDAY 28 28 28 28
SUBTOTAL TECH. ADJ. <712> <715> <712> <715>
CURRENT SPENDING 10,410 10,407 8,013 8,010 1,725 1,725 672 672
FORECAST ADJUSTMENTS
ANNUALIZING NEW PROG COSTS 30 30 30 30
FEDERAL RECEIPTS <182> <235> <182> <235>
DED STAT APPROP SPENDING <766> <822> <766> <822>
SUBTOTAL FORECAST ADJ. <918> <1,027> 30 30 <766> <822> <182> <235>
AGENCY BASE 9,492 9,380 8,043 8,040 959 903 490 4§37
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1994-95 Biennial Budget

PROGRAM:  Telecommunications.
AGENCY:  Public Service, Department of

PROGRAM PURPOSE:

and advocate policies that provide reliable telephone services at reasonable and falr pnces, promote
orderly development of the industiry, and support the role of telecommunications in the state’s
economic development. The unit strives to achieve this mission through the following activities:.,,

8 reviewing all filings submitted by telephone companies for the approval of the Minnesota Public
Utilities Commission (PUC).

B representing the general public interest by testifying in contested cases and making written
recommendations to the PUC in all other cases.

®  representing the general public interest at the legislature.

B reviewing the annual earnings of telephone companies and filing formal complaints with the
PUC whenever earnings become excessive.

8  reviewing the books and records of telephone companies to assure that expenses passed on to
the public are legitimate and reasonable.

B investigating complaints lodged against telephone companies by consumers or competitors.
8 enforcing M.S. Chapter 216(b) and 237.

8  enforcing orders of the PUC.

PROSPECTS:

Since the mid-1980s, the telephone industry has moved from a natural monopoly to a more openly
competitive market, increasing the number of telephone companies in the state. Currently,
Minnesota has 93 local exchange companies, approximately 100 certified long-distance companies,
and approximately 750 companies which have been certified to install, maintain and operate coin-
telephone and non coin-telephone service. This represents a growth of about 100% over the last five
years. Even though the PUC and the legislature have promoted policies to reduce the regulatory
burden for many of these companies, most services remain regulated to some degree. In most cases,
the companies must comply with registration or certification requirements as well as the filing of
tariffs or price lists and annual reports.

During the time for transition, as the telephone industry is moving from an arena of regulated
monopolies toward a more competitive environment, most of Minnesota’s telephone services still
require some level of regulatory oversight. The unit must continue to protect the cost and quality
of service available to Minnesota’s customers, including the business sector. Priorities can be

adjusted to reflect reductions in program resources, so as to achieve the most important mandates.

Information transmission, through such devices as computer modems and FAX machines, is vital
to business survival and, therefore, to the state’s economic development. It is imperative that the
unit be able to review the increasingly complex filings related to technology changes within a
condensed period of tlme

IR

The explosnon of new technologles, such as! ﬁber ﬁoplxit:s, |g1ta’l::s;;v'ii2: ing, “high speed data
transmission and telecommuting, has been a dnvnng fqrqe in changing the market structure as well
as changmg the complexity of ﬁlmgs Under;standably, as technology becomes more complex, so
does the nature of the work for staff analysus Many filings are now based on’engineering issues
which are beyond the expertise of the unit staff. In order to assure reasonable rates and quality
telephone service for Minnesota’s customers, the unit has had to hire engineering consultants to

eview filings. However, because of the cost of such services, we have done so only on the most

compiex and highest priority cases.

In addition, during this time of rapid technological ad , the goal of providing valuable new
technologies to Minnesota’s customers has become increasingly important. The unit has increased
its efforts to administer new statutory provisions (of M.S. Ch. 237) that allow telephone companies
to engage in higher risk investment and marketing programs which, if successful, will increase their
opportunities for growth while enabling Minnesota to become more globally competitive. One
example is the development of an incentive plan, scheduled to sunset in January 1994, implemented
by U S WEST, which requires the company to share excess earnings with customers while reducing
risk and possible expense for the company and its shareholders.

Another effect of new technology is reduced maintenance and labor costs for the industry, leading
to an increase in non-competitive (monopolistic) areas of company operation at consumer expense.
This raises rate of return issues and the potential for cross-subsidization, thus increasing the need
for investigations. The Department currently is addressing these issues through audits conducted
by outside consultants and Department staff. Settlements have been reached with several local
telephone companies in the past two years, resulting in rate reductions worth more than $7 million
annually.

Local exchange services remain non-competitive and, therefore, companies providing these services
require the greatest regulatory scrutiny. The Telecommunications Unit must closely monitor the
profits of all local service companies to ensure fair business practice and that monopoly ratepayers
are not over-charged or subsidize competitive services.

@ The Federal Communications Commission (FCC) recently allowed telephone companies to
carry cable television service over telephone wires.

8  The FCC also recently opened up competition for local telephone services such as private line
and special access.

8  Privacy issues are becoming increasingly complex as sophisticated telephone services, such as
caller ID, are introduced in Minnesota.

B Access to 911 service, hospitals, schools and other community centers without paying toll
charges remains a causal factor in the rising number of petitions filed by consumers.
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1994-95 Biennial Budget

PROGRAM: Telecomununications
AGENCY:  Public Service, Department of
(Continuation)
OUTCOMES:

Overall, this unit has been successful in its goal to expedite the processing of filings, as required by
recent statutory changes. The unit has also been successful in its efforts to respond to a changing
marketplace for telecommunications services. Indications of the program’s achievements include:

Annual earnings reviews of local exchange companies. Monitoring of financial conditions,

of the 93 local exchange companies in Minnesota has led to settlements of over-earnings
complaints filed by the Department of Public Service. The price reductions associated with
these settlements have reduced aggregate telephone expenses by more than $7,000,000
annually, while eliminating expensive formal hearings;

Annual administration of US West’s incentive regulation plan. Monitoring of the plan has
lead to one time credits to the company’s Minnesota customers exceeding $13,000,000 during
fiscal years 1992 and 1993;

Settlement of access charge complaint by ATT. The Department has reached a settlement
in principle with ATT and US West that will reduce ATT’s expenses by about $14,000,000
annually. This cost reduction will be passed on to ATT’s customers so that aggregate long-
distance bills for Minnesotans will decline by at least $17,000,000 annually. This settlement
must be approved by the Public Utilities Commission before it becomes effective;

Investigation of affiliated interests. The Department of Public Service has conducted two
financial investigations of transactions among regulated and unregulated affiliates of Minnesota
telephone companies.

The first investigation pertained to holding companies which operate several mid-sized
independent local exchange companies. The investigation uncovered numerous irregularities,
worth more than $3,000,000 annually in expenses borne by Minnesotans. Financial settlement
discussions are now underway with several of these holding companies. If settlements are not
reached, formal hearings will be requested before the Public Utilities Commission;

The second investigation is underway. It concerns US West Communications.. A fmzal report
is expected in the Spring of 1993; L R -
Completion of miscellaneous rate filings. The Telecpnm;lmca'wns Unit has analyz;d N ore
than 700 miscellaneous filings annually by telephone gompanies. Most of these. ﬁlmgs haye
led to price reductions, approval of market entry for new competitors or service improvements

for Minnesota customers;

Testifying before the Public Utilities Commissien in the Local Resale case. This proceeding
will determine whether competitors will be allowed to sell local telephone service in
competition with US West in the Twin Cities. The Department of Public Service advocated

dgarg 4, ielo, .

that competition be allowed only if existing US West customers were not affected adversely as
a result;

Actual  Actual Est. Est. Est.
Telephone Work Load Projections FY91 FY92 FY93 FY9 FYJ95
Coin Tel. Auth. Applications 69 84 100 110 110
Coin Tel. Auth. Revocations 83 54 180 90 100
Long Distance Co. Rate Changes 74 124 140 150 160
New Telephone Authority 29 36 35 35 35
Election of Modified Regulation 2 8 25 10 10
Depreciation* 51 42 50 50 50
Technical Complaints 32 30 30 30 30
Rule Making 1 1 3 2 2
Service Area Changes 15 10 15 15 15
Miscellaneous Rate Changes 323 280 300 330 360
Sale and Transfers of Property 8 12 15 15 15
Citizen Petitions 22 15 20 20 20
New Service Tariffs 5 13 40 40 40
Emergency Service - 911 3 1 0 0 0
Rate Cases 0 0 2 2 2
Totals n7 710 955 899 949

*Depreciation items filed by calendar year.

OBJECTIVES:

Continuation of annual earnings monitoring of monopoly telephone companies. This activity .
should reduce telephone expenses in Minnesota by at least $1,000,000 annuaily.

Representation of the general public before the Public Utilities Commission in at least two
general rate cases for independent telephone companies as well as two litigated cases involving
US West during the coming biennium. These cases are expected to involve services worth
more than $150,000,000 annually;

TGy

E_ R A%
.. of independentlocal exchange companies. This activity should lead to settlements or complaint

Additional investigations of affiliated interest transactions among holding company subsidiaries

litigation worth more than $1,000,000 annually;

AN T
Contmued adrmmstratlon of us West’s mcpntiye regulanon plan, scheduled to sunset in 1994,

and review of incentive plans pmpared by other local exchange compames, o

Analysis of approximately 900 felephone ﬁlii‘lgs madé to the Public Utﬂiﬁes Commission each

year during the next biennium.
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1994-95 Biennial Budget

PROGRAM:  Telecommunications
AGENCY:  Public Service, Department of
(Continuation)

PROGRAM PLAN: S ‘ ;
This is a high priority activity. No reductions were made io the bésé budget and ;n;péiemenml
funding of $24,000 in F. Y. 1994 and $47,000 in F. Y. 1995 to fund inflation were provided by
reducing lower priority programs. )

- R
Additionally one telecommunications analyst has been added to this program. Declining costsinthe -~ - =
telephone industry have created a growing potential for telephone companies to increase earnings. =
A statistical analyst with expertise in rate analysis is needed to assure that a reasonable share of these
earnings increases are passed on to consumers. Cost of salary and support: $55,000 per year.

REVENUE:

This program generates dedicated revenue. The unexpended balance cancels to the General Fund
on June 30 of each year. .

Dollars in Thousands
F.Y. 1991 F.Y. 1992 F.Y. 1993 F.Y. 1994 F.Y. 1995

Type of Revenue:
Dedicated - Special $573 $847 $1,046 $1,092 $1,115
Total Revenue $573 $847 $1,046 $1,092 $1,115

GOVERNOR’S RECOMMENDATION:

The Governor concurs with the agency’s plan; however, the proposed funding has been reduced due
to revised salary planning estimates.
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AGENCY: PUBLIC SERVICE,DPT OF
PROGRAM: TELECOMMUNICATIONS
ACTIVITY: TELECOMMUNICATIONS

19964-1995 BIENNTIAL BUDGET

(DOLLARS IN THOUSANDS)

FY 1994 FY 1995
Est. Current Agency Governor Current Agency Governor
ACTIVITY SUMMARY FY 1991 FY 1992 FY 1993 Spending ) Pilan Recomn. Spending Plan Recomn.
EXPENDITURES:
DETAIL BY CATEGORY:

STATE OPERATIONS:

PERSONAL SERVICES 475 505 535 537 616 595 537 639 617

EXPENSES/CONTRACTUAL SRVCS 37 139 196 216 216 216 216 216 216

MISC OPERATING EXPENSES 20 18 39 39 39 39 39 39 39

SUPPLIES/MATERIALS/PARTS [ 49 10 10 10 10 10 10 10

CAPITAL EQUIPMENT 26 20 20 20 20 20 20 20

SUBTOTAL STATE OPERATION 536 737 800 822 901 880 822 924 902
TOTAL EXPENDITURES 536 737 800 822 901 3880 822 924 902
GOV'S INITIATIVES: FUND
(A) SALARY PLANNING ESTIMATES GEN <21> <22>
TOTAL GOV'S INITIATIVES <21> <22>
SOURCES OF FINANCING:

DIRECT APPROPRIATIONS:

GENERAL 533 626 650 672 751 730 672 77% 752
STATUTORY APPROPRIATIONS:

SPECIAL REVENUE 3 111 150 150 150 150 150 150 150
TOTAL FINANCING 536 737 300 822 901 880 822 924 902
POSITIONS BY FUND: .

11.0 12.0 12.0 11.0 12.0 12.0
TOTAL POSITIONS 10.0 il.o 11i.0 11.0 12.0 12.0 11.0 12.0 12.0
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1994-95 Biennial Budget

PROGRAM:  Weights and Measures
AGENCY:  Public Service, Department of

PROGRAM PURPOSE:

The division’s mission is to promote and ensure quality and accuracy in Minnesota free enterprise
markets, and to provide precision physical measurement services. The division fulfills its statutorily
mandated mission by:

8 Providing ultra-precise calibration services, traceable to the National Institute of Standard and
Technology, for gas, length, volume and temperature standards used by industries, businesses
and educational institutions within and outside of Minnesota;

B Inspecting to ensure the accuracy of commercial weighing and measuring equipment in gas
stations, grocery stores, grain elevators, agricultural fertilizer and chemical plants, petroleum
refineries and terminals, and a wide variety of other businesses;

B Check-weighing packages to ensure the accuracy of prepackaged consumer, agricultural and
industrial commodities that are bought and sold by weight, count or measure;

8 Inspecting and testing petroleum products to ensure consistent quality for transportation, heating
and industry; and by enforcing federally mandated gasoline oxygenation requirements to reduce
carbon monoxide emissions from automobiles and improve air quality;

B Posting notices to inform the public about statutory requirements, and to promote public
recycling of used motor oil and lead-acid batteries.

PROSPECTS:

Outside factors that will affect the division’s mission during the coming years include the following
regulatory, economic, quality control, service improvement and environmental influences:

B  Commercial businesses and industries will increasingly rely on weighing and measuring
equipment, and the division’s inspection and accuracy verification services, as part of their
overall cost control and quality assurance programs;

8 Gasoline stations, and other petroleum sales operations, will have an increasing need for
accurate measurement capabilities to maintain extremely accurate inventories to demonstrate that
storage tanks are not leaking;

8 Minnesota businesses have demonstrated an increasing reliance on the division’s measurement
laboratory for precision calibration services. This is a result of the division’s greatly improved
capabilities and services. Use of the laboratory services will continue to increase approximately
15% each year.

8  The Federal Clean Air Act, EPA Regulations and state laws will become increasingly important
driving factors for the division’s petroleum quality inspection program.

@ The need for clean soil and water and the Minnesota Statutes written to address soil and water
problems will increase the need for the division’s recycling information distribution programs.

OUTCOMES:

Weights and Measures Division programs have remained extremely successful. Division inspectors
test all commercial weighing and measuring equipment in use in Minnesota. Compliance rates for
commercial weighing and measuring equipment are indicators of the of the division’s
programs. Frequent inspections, which serve to uncover accuracy problems before they become
serious, yield high compliance rates. High compliance rates mean that Minnesota businesses and
consumers do not suffer fi ial losses d by inaccurate measurement in commercial
transactions.

Compliance Rate (Actual & Projected)

Equipment Tested No. of Devices 1990 92-93 94-95 2000
Gas Pumps 30,000 2% 94% 95% 96%
Other Petr. Meters 4,000 85% 87% " 90% 90%
LPG Meters 2,300 65% 70% 5% 75%
Retail Scales 12,000 93% 95% 96% 97%
Vehicle Scales 3,200 85% 90% 90% 90%
Railroad Scales 94 40% 90% 95% 95%
Livestock Scales 215 80% 90% 92% 92%
OBJECTIVES:

The objective of the division is to improve compliance rates, even though there are increasing
numbers of devices to test, while maintaining the current staff level. This improvement will be
accomplished by increasing the efficiency of our staff and our inspection methods. The chart above
illustrates the projected future compliance rate goals.

One measure of program workload is illustrated by the enormous quantities of key commodities
weighed or measured across large numbers of scales, meters and other equipment regulated by the
division. The division’s inspection programs have a very positive and substantial impact on every
business regulated.

Data relating to increased workload is presented below in two categories. The first group illustrates
examples of several products bought or sold across regulated weighing or measuring devices, and
the numbers of devices in use. The second category illustrates the level of activity in several areas
of calibration and inspection.
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1 1994-1995 BIENNIAL BUDGET
(DOLLARS IN THOUSANDS)

AGENCY : PUBLIC SERVICE,DPT OF
PROGRAM: WEIGHTS & MEASURES
ACTIVITY: WEIGHTS & MEASURES

FY 1994 FY 1995
Est. Current Agency Governor Current Agency Governor

ACTIVITY SUMMARY FY 1991 FY 1992 FY 1993 Spending Pian Recomm. Spending Pian Recomm.
EXPENDITURES:

DETAIL BY CATEGORY:

STATE OPERATIONS: :

PERSONAL SERVICES 1,399 1,540 1,766 1,774 1,893 2,054 1,774 1,885 2,046

EXPENSES/CONTRACTUAL SRVCS 153 173 264G 277 277 277 274 274 27%
MISC OPERATING EXPENSES 89 98 - 107 107 107 107 107 - 107 107
SUPPLIES/MATERIALS/PARTS 102 158 126 126 126 12¢ 126 126 126
© CAPITAL EQUIPMENT 137 153 2356 235 235 384 235 235 292

SUBTOTAL STATE OPERATIONS 1,880 25122 2,698 2,519 2,638 2,948 2,516 2,627 2,865
TOTAL EXPENDITURES 1,880 2,122 2,698 2,519 2,638 2,948 2,516 2,627 2,845
GOV'S INITIATIVES: FUND

(A) SALARY PLANNING ESTIMATES GEN <6G> <64>
(BJ METROLOGY LABORATORY . GEN 237 237
(B} PETROLEUM QUALITY ASSURANCE-FEE FOR SERVICE GEN 137 45
TOTAL GOV'S INITIATIVES 310 218
SOURCES OF FINANCING:

DIRECT APPROPRIATIONS:

GENERAL 1,858 2,103 2,498 2,519 2,638 25,968 2,516 2,627 2,845
STATUTORY APPROPRIATIONS:

GENERAL 22 19
TOTAL FINANCING . 1,880 2,122 2,498 2,519 2,638 2,948 2,516 2,627 2,845
POSITIONS BY FUND:

GENERAL 40.0 40.0 ~ 45.0 45.0 45.0 50.0 45.0 45.0 50.0
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AGENCY: PUBLIC SERVICE,DPT OF
PROGRAM: MWEIGHTS & MEASURES
ACTIVITY: WEIGHTS & MEASURES

ACTIVITY SUMMARY

TOTAL POSITIONS

FY 1991

1996-1995 BIENNTIAL BUDGET
(DOLLARS IN THOUSANDS)

FY 1994 FY 1995
Est. Current Agency Governor Current Agency Governor
FY 1992 FY 1993 Spending Plan Recomn. Spending Pian Recomn,
40.0 G5.0 45.0 45.0 50.0 45.0 45.0 50.0



F.Y. 1994-95 INVESTMENT INITIATIVE

AGENCY: Public Service, Department of
PROGRAM: Weights and Measures Division
ACTIVITY: State Measurement (Metrology) Laboratory

ITEM TITLE: Metrology Laboratory

1996-97 Biennium
F.Y. 1996 F.Y. 1997

1994-95 Biennium
F.Y. 1994 F.Y. 1995

Expenditures: ($000s)
General Fund
- State Operations $237 $237 $237 $237

Revenues: ($000s)
General Fund $237 $237 $237 . $237

Statutory Change? Yes _ X No
If yes, statute affected: M.S. 239

GOVERNOR’S RECOMMENDATION:

The Governor recommends 4.0 positions and $474,000 for the biennium to upgrade equipment for
the State Measurement (Metrology) Laboratory within the Weights and Measures Division. The
equipment will be purchased on a 5 year lease purchase agreement.

Member nations of the European Economic Community (EEC) have agreed, effective 1-1-93 to
adopt rigorous measurement criteria contained in ISO 9000 Standards as a means of guaranteeing
a high level of quality control and to increase accuracy in manufactured products. This will
significantly restrict trade between EEC nations and non-EEC companies who do not, or cannot,
meet these standards. Only the largest businesses will have the resources to create, operate and
maintain qualified measurement capabilities. Most businesses, in order to remain competitive, will
need to rely on the services of a public metrology laboratory.

At the present time in the United States, there are no publicly available metrology laboratories
offering qualified ISO 9000 mass measurement services. The state of North Carolina and Los
Angeles County, California, may eventually have the only other publicly accessible ISO 9000
laboratories if they are able to meet qualifications.

PROGRAM OQOUTCOMES:

This initiative will give the State Measurement (Metrology) Laboratory the capability to meet ISO
9000 standards set by the EEC and become an EEC registered provider of precision mass
measurement and calibration services. Among the companies selling products in the EEC which will

be affected by ISO 9000 standards are 3M, Honeywell, IBM, Control Data, Unisys, Paramax,
Alliant Techsystems, Medtronic, FMC and Cardiac Pacemakers. These companies, as well as many
others in the region and the country, are potential clients for metrology services and would be billed
at an hourly rate for the service. Those fees will pay for the cost of establishing and operating the
laboratory, provide a critical service to firms engaged in manufacture and export to the EEC and
ultimately improve the state’s economy and employment prospects. After the 5 year payback period
for equipment, this will be a government "profit center."

LONG-TERM IMPACT: .

These are the same as the program outcomes.
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F.Y. 1994-95 INVESTMENT INITIATIVE

AGENCY: Public Service, Department of -
PROGRAM:  Weights and Measures Division
ACTIVITY: Petroleum Inspection

ITEM TITLE:  Petroleum Quality Assurance-Fee for Service

1994-95 Biennium 1996-97 Biennium
F.Y.1994 F.Y. 1995 F.Y.199¢ F.Y. 1997
Expenditures: ($000s)
General Fund
- State Operations $137 $45 $45 $45
Revenues: ($000s)
General Fund $137 $45 $45 $45

Statutory Change? Yes _ X No
If yes, statute affected: M.S. 239

GOVERNOR’S RECOMMENDATION:

The Governor recommends 1.0 position and $182,000 for the biennium to improve the quality and
availability of a statutorily required testing service. These costs are recoverable through fees.

Petroleum distributors are required by the Environmental Protection Agency (EPA) to have a quality
control program to ensure fuels they market are in compliance with EPA volatility requirements.
While the requirement and program have existed for a number of years, the service has been little
used to this point. Increased use of ethanol and its higher volatility, as part of the federally
mandated state oxygenated gasoline program, will increase the need for, and use of, a valid quality
control program available to the 942 licensed distributors in Minnesota.

PROGRAM OUTCOMES:

An improved Petroleum Quality Assurance service will provide licensed distributors with a quality
control program they must have to meet requirements of the EPA. Offering this service through a
state government agency is important because the service will be impartial, unbiased and test results
will be more readily accepted by the EPA. The service will be less costly to distributors because
there will be a single service based in Minnesota as opposed to several duplicating private services,
some of which may be based out of state. Fee funding will allow the department to purchase and
maintain modern test equipment, offer the highest quality testing services possible, help petroleum
distributors meet mandatory EPA requirements, reduce evaporation of fuels into the environment,
and recover the costs of operation from customers who must use the service.

LONG-TERM IMPACT:

These are the same as the program outcomes.
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1994-95 Biennial Budget

PROGRAM:  Information and Operations Management
AGENCY: Public Service, Department of

PROGRAM PURPOSE:

The purpose of the Information and Operations Management Division is to provide for the efficient
operation of the department, facilitate the smooth flow of information among divisions and to the
public, and coordinate department activities with other governmental agencies and the private sector.
Programs and sexvices in the division are designed to:

8 Educate and inform the public regarding energy, weights and measures and telecommunications.

8  Work with the Governor’s Office, legislators and other government entities to produce and
advance legislative initiatives regarding energy conservation, energy and telephone regulation
and such Weights and Measures issues as petroleum testing, scale inspections, etc.

8 Deliver general support services to the entire department by providing management, accounting,
personnel, word processing, docket control, central files and computer support services. In
general, centralized support services improve government efficiency by providing department-
wide services that would require duplication of effort if performed individually by each division.

OUTCOMES:

There are a number of indicators that can be used to evaluate performance of the Information and
Operations Management Program.

Indicators:

Publications: The unit reviews, edits, updates and produces over 90 publications on an annual basis.
These publications have had an average distribution of over 180,000 annually for the past three
years.

Earned Media: Regarding media (newspapers, television, radio, magazines, specialized newsletters,
etc.) exposure, we have reached approximately 12 million Minnesotans (in other words, we have
reached each adult in the state approximately 6 times through print media alone) in the past year
through news conferences, news releases and media advisories.

Legislation: The department uses 2 primary indicatorsto measure performance regarding legislation;
legislation proposed vs. legislation passed, and legislative reliance on testimony from department
experts when considering energy and telecommunications bills. Of the eight major bills proposed
by the department in the 1992 session, 6 were passed and signed by the Governor. Another was
withdrawn and successfully addressed through Building Code Rules. Department experts were
requested to testify on approximately 60 occasions before House and Senate Committees during the
1992 (short) legislative session. This role has grown significantly for the department over the last
2 years.

General Support: The administrative support activity exists to serve the other divisions of the
department. These centralized services are more efficient, as duplication of effort would result if

these services were performed individually by each division. These services include management,
accouating, personnel, word processing, computer support and central filing services. These

services are provided for 134 employees.

Management: This service includes overall policy development, coordination and development of
annual and long-range objectives, overall resource allocation and program evaluation.

Accounting: The accounting services include payroll, procurement, inventory, contracts, leases, an
assessment system for the billing of gas, electric and telephone utilities, and the preparation of
annual operating budgets and biennial budget requests. The accounting unit successfully paid over
98 % of invoices within 30 days and recovered approximately 70% of the general fund costs incurred
by the department. These costs are recovered through the assessment of regulated gas, electric and
telephone utilities, and through Weights and Measures Division fees and petroleum inspection fees.
The total amount recovered for F.Y. 1992 is $4,303,000.

Personnel: The Personnel activity handles the department’s personnel and labor relations functions.
Personnel services include recruiting, scoring decentralized tests, providing certification lists,
representing the department in union grievance procedures and supplemental contract negotiations,
supervising contract administration and the employee performance appraisal program, disseminating
information through employee meetings, supervising the department’s training program and
providing support for the affirmative action program. In calendar year 1991, out of a total of 41
opportunities, the DPS hired 20 women, 3 minorities and 2 disabled persons.

Word Processing: Word processing functions to provide a centralized document-processing center
to assure accuracy, uniformity and format compliance in the preparation of documents filed with the
PUC and the public. Through its expanded desktop publishing capability, Word Processing prepares
many of the public information brochures and other documents internally. In F.Y. 1992, this unit
prepared 9,958 documents and made over 2,337,000 copies.

Computer Support: Computer support services maintain the department’s computer network,
program the specialized data bases used by the department, and train department personnel to
efficiently use the department’s computerized capabilities. The overall goals of this activity are to
use electronic processing to improve staff efficiency, shorten work completion time, enhance
communication within the department and between government agencies and the public, and to
reduce system maintenance costs. During November 1992, the department will replace its current
multi-platform network with a single network, and standardize the software used by the department.
In F.Y. 1990 and F.Y. 1992, this unit provided daily maintenance of four LAN networks and 102
microcomputers, and trained staff in software and hardware operations and completed the
department’s Strategic Information Plan. This unit also completed the development and
programming of four large specialized data bases for recording energy, loan grant, inventory and
conference data; and commenced another large data base for tracking statewide energy conservation
programs.

Central Files: This unit is responsible for maintaining a central filing facility for all regulatory
documents filed with the Minnesota Public Utilities Commission and the department. These files
are used by the department, the public and businessesto examine regulatory precedents, and policies
and procedures defined by the legislature and the PUC. This facility is the primary source for
processing petitions filed by regulated companies, and for maintaining control of these petitions to
assure that statutory deadlines and filing requirements are met. This unit successfully processed
1,090 petitions in F.Y. 1992.
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OBJECTIVES:

Publications: The objective of the Publications unit will be to review, edit and update 90
publications per year and maintain the average distribution of 180,000 pieces of literature per year.

Earned Media: The earned media objective is to maintain the exposure level of 6 contacts per
Minnesotan per year.

Legislation: The objective of the legislative function is to inform and educate members of the
legislative bodies regarding energy, telecommunicationsand weights and measures issues, coordinate
staff for required committee testimony and secure passage of the department’s legislative agenda.

General Support: The goal of the general support activity is to maintain the same level of service
with two less positions. :

PROGRAM PLAN:

The following options have been selected for increases or decreases based on the level of
documented savings to consumers.

Reduce Public Information function by one position: This will 1) eliminate its internal newsletter;
2) eliminate DPS monitoring of the $15,000,000 Energy/Environmental Resource Program designed
to save energy in state buildings and rely instead on DOA’s monitoring of this program; 3) reduce
its efforts to educate state employees on the need to conserve fuel; 4) reduce the number of energy
conservation publications developed for public use; 5) reduce resources committed to the Governor’s
Office initiative process, which will impact the department’s ability to effect legislative outcomes.
This action will result in an 80 cents on the dollar reduction in general fund non-dedicated
revenue from utility assessments.

Reduce Library and Computer Support Functions: A Library Technician and a Computer Systems
Analyst position will be eliminated. Professional staff will locate their own reference materials and
future computer applications and hardware purchases will be accomplished by shifting these
responsibilities to the manager in charge of administrative services.

Accelerated Assessment Billing Schedule: One additional position is needed to increase frequency
of billings to regulated utilities from semi-annual to quarterly. Restructured billing schedule will
improve program management and productivity and earn the state an additional $57,000/yr. in
interest at a cost of $35,000/yr for staff, which is recoverable. This request is based on the
Legislative Auditor’s recommendation. The accelerated billing schedule will also produce a one-time
windfall in revenue of $600,000in F.Y. 1994.

REVENUE:
This program generates dedicated and non-dedicated revenue.

Dollars in Thousands

F.Y. 1991 FE.Y. 1992 F.Y.1993 E.Y. 1994 FE.Y. 1995

Type of Revenue:

Non-dedicated - Gen’l $748 $783 $784 $764 $754
Dedicated - Special 341 382 424 401 398
Dedicated - Agency 75

Total Revenue $1,089 $1,165 $1,283 $1,165 $1,152

GOVERNOR’S RECOMMENDATION:

The Governor recommends funding levels as requested in the agency’s budget plan except for the
following adjustments: the Governor recommends that proposed funding be reduced due to revised
salary planning estimates and the Governor recommends $84,000 in F.Y. 1994 to implement an
electronic imaging system which will be shared with the Public Utilities Commission.
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ACTIVITY: INFORMATION & OPERATION MGT

DETAIL BY CATEGORY:

STATE OPERATIONS:

PERSONAL SERVICES
EXPENSES/CONTRACTUAL SRVCS
MISC OPERATING EXPENSES
SUPPLIES/MATERIALS/PARTS
CAPITAL EQUIPMENT

OTHER

1996-1995 BIENNTIAL BUDGET
(DOLLARS IN THOUSANDS)

TOTAL EXPENDITURES

GOV'S INITIATIVES:

(A} SALARY PLANNING ESTIMATES
(B) OPTICAL SYSTEM EQUIPMENT PURCHASE

TOTAL GOV'S INITIATIVES

SOURCES OF FINANCING:
DIRECT APPROPRIATIONS:
GENERAL
STATUTORY APPROPRIATIONS:
SPECIAL REVENUE
FEDERAL

TOTAL FINANCING

FY 1994 FY 1995
Est. Current Agency Governor Current Agency Governor
FY 1991 FY 1992 FY 1993 Spending Plan Recomn. Spending Plan Recomm.
1,221 1,223 1,253 1,260 1,246 1,208 1,260 1,233 1,195
135 144 199 235 232 232 235 228 228
32 37 66 66 65 65 66 63 63
33 103 52 B2 ¥4 Y4 52 51 51
18 101 %9 G9 B2 136 49 49 49
19 18 16 16 15 15 16 ° 15 15
1,458 1,626 1,635 1,678 1,662 1,708 1,678 1,639 1,601
1,458 1,626 1,635 1,678 1,662 1,708 1,678 1,639 1,601
FUND

GEN <38> <38>

GEN 84
46 <328>
1,278 1,418 1,460 1,503 1,49 1,540 1,503 1,478 1,660
57 Bl 62 62 64 6G 62 61 61
123 157 113 113 104 104 113 100 100
1,458 1,626 1,635 1,678 1,662 1,708 1,678 1,639 1,601
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PROGRAM: INFORMATION & OPERATION MGT
ACTIVITY: INFORMATION & OPERATION MGT

FY 199 FY 1995

Est. Current Agency Governor Current Agency Governor
ACTIVITY SUMMARY FY 1991 FY 1992 FY 1993 Spending Pian Recomm. Spending Plan Recommn.
POSITIONS BY FUND:
GENERAL 26.0 26.0 26.0 26.0 24.5 24.5 26.0 23.5 23.5
SPECIAL REVENUE 2.0 2.0 2.0 2.0 2.0 2.0 2.0 2.0 2.0
FEDERAL 3.0 2.8 2.0 2.0 2.0 2.0 2.0 2.0 2.0
TOTAL POSITIONS 31.0 30.8 30.0 30.0 28.5 28.5 30.0 27.5 27.5
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ACTIVITY: Information and Operations Management

ITEM TITLE: Optical System Equipment Purchase

1994-95 Biennium 1996-97 Bieanium
F.Y. 1994 F.Y. 1995 F.Y. 1996 F.Y. 1997
Expenditures: (5000s) '
General Fund
- State Operations $84 $-0- $-0- $-0-
Revenues: ($000s)
General Fund $84 $-0- $-0- $-0-

Statutory Change? Yes No _X
If yes, statute affected:

to conduct searches and complete research. A subscription charge for this service can be
established, or it is also possible to monitor the length of connection for billing purposes.

The Information Policy Office has reviewed and supports this project, if funding is available,
consistent with any requirements identified in its analysis.

PROGRAM OUTCOMES:

With the optical scanning system, each piece of incoming and outgoing mail becomes an electronic
record that can be filed, indexed and electronically distributed to all staff. This instant access to
current information will dramatically increase efficiency of staff by allowing more time for analysis
and research. Ultimately, this also means more timely handling of cases. This is an important issue
given the statutory timelines required for numerous types of filings. '

Intervenors in utility cases are currently required to file numerous copies to both the Department of
Public Service and Public Utilities Commission. The optical system would eliminate the need for
these copies, thus providing a savings to parties who wish to participate in cases before the
commission. The system could also be available to these parties, providing them with a complete
and speedy access to information.

Scanning these agency records would eventually eliminate the need for dozens of staff file cabinets,
as well as reduce clerical staff needed to file and retrieve records for staff, parties and the general

public.

LONG-TERM IMPACT:

RECOMMENDATION:

The Governor recommends $84,000in F.Y. 1994 to implement an electronic imaging system. This
includes a storage and retrieval system for optical disks, scanning equipment, software and some
enhancements to current hardware to improve the operation of the optical system. This project is
funded through non-dedicated General Fund fees paid by the regulated utilities.

Both the Public Utilities Commission (PUC) and the Department of Public Service (DPS) need
imaging systems. They do not envision, however, a need for duplicate systems. DPS will own and
manage the system; PUC will have appropriate access. Funding for the imaging hardware and
software will be split evenly between DPS and the PUC. Each agency will purchase a scanner.
DPS will establish agency-wide data practices and records management policies and procedures for
computerized information.

The number and complexity of filings addressed by the department has increased. As a result, there
is increased concern over the costs associated with processing this volume of paper and also the
implications regarding percent of staff time spent handling paper versus analysis.

An optical scanning system will allow the department to convert documents to an electronic format
for distribution to staff on the network. Documents will be available for review immediately and
information could be searched using key words or phrases. One 5" optical disk can store as many
as 130,000 pages.

It is also possible to establish procedures to allow outside parties to have dial in access to the system

An optical scanning, storage and retrieval system will ultimately make the department more efficient
by reducing time and money spent making, distributing and storing copies of records and will instead
allow staff instant access to electronic copies of records. The savings in time will allow the
department staff to process documents promptly, while still having the appropriate amount of time
necessary for research and analysis. ’
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PROGRAM:  Energy
AGENCY:  Public Service, Department of

PROGRAM PURPOSE:

The program’s purpose is to ensure reliable, affordable and environmentally sound energy supplies
for Minnesotans now and into the future. The department strives to achieve this mission through
programs that:

& protect consumers from unreasonable or unfair utility rates and practices through intervention
and advocacy before the Minnesota Public Utilities Commission (PUC) on matters affecting
utility rates, jurisdiction, quality of service, and the need for new energy facilities.

B avoid unnecessary power plant construction with its high cost and adverse environmental effects
by investigating and intervening in electric supply plans, focusing on such topics as: the
achievable amounts of conservation and load gement; the impl tion of renewable
resources; the accuracy of forecasted customer demand; and the reliability and cost-effectiveness
of proposed supply-side resources, such as new power plants and life-extension of existing
plants.

8  mandate appropriate utility investment in Conservation Improvement Programs (CIP).

8 agssure the state’s ability to cope with supply/price issues by actively monitoring and maintaining
statewide data on energy supplies, demand, price, forecasts, trends and technologies.

@ enable consumers to use energy economically by providing unbiased, accurate information on
energy use and by providing guidance and technical assistance to local governments, community
organizations, utilities and others in designing conservation and other energy programs.

B ensure that Minnesota consumers receive the benefits of mew technologies improving the
efficient use of energy, including renewable sources, and ensure that Minnesotans benefit from
efficient and safe building construction by training the professionals who implement these
technologies and by designing and enforcing energy codes, lighting standards, and insulation
product standards.

B8 provide financial assistance through state and federal programs to encourage schools, hospitals,
cities and counties to become more energy-efficient.

8 intervene on the state’s behalf in energy matters at the federal level with Congress and agencies
such as the U.S. Department of Energy, the Federal Energy Regulatory Commission and the
Nuclear Regulatory Commission. This advocacy role is carried out in coordination with the
Public Utilities Commission (PUC), the Minnesota Attorney General’s Office, the Environmen-
tal Quality Board (EQB), and other state agencies both within and outside Minnesota.

PROSPECTS:

How energy is used and managed is creating major state, national and worldwide issues. The
importance of these issues requires even more effective leadership to assure Minnesotans reliable,
affordable and environmentally sound energy supplies. The impact of these issues on the division’s

major energy program areas is discussed below.

Energy regulation and planning. Despite improvements in energy efficiency, energy consumption
continues to grow in Minnesota. Of particular concern is the rapid growth in demand for electricity
and petroleum products. Electricity sales in 1991 were up 32% from 1980 and petroleum
consumption has grown by 12% since 1981. Given the environmental costs of these resources and
the high cost of obtaining them from foreign sources, implementing available conservation and
renewable energy technologies is imperative.

These concerns are driving a major revolution in regulation of energy utilities. Minnesotans have
called for new regulatory initiatives in response to increased awareness of the environmental

*consequences of energy use and production. As a result, focus is shifting from traditional rate-of-

return regulation to supply-side and demand-side planning, requiring earlier and more active
involvementby regulators. The PUC adopted Integrated Resource Planning rules to provide a forum
for assessing utilities® resource plans and options. Through intervention in this process, the division
expectsto direct utilities’ investments away from traditional fossil fuel burning supply options toward
cost-effective conservation, load management, and renewable energy sources.

Expansion of utility-sponsored conservation programs is an integral part of the move to meet energy
supply needs by reducing demand. The Minnesota legislature, in passing the Low-Income Energy
and Omnibus Energy Acts, significantly expanded the CIP program, transferred authority for
implementing CIP to the division, and gives new standing to non-utility conservation providers. In
implementing CIP, the division will lead in establishing a conservation program for state
government, develop new programs, and identify potential for expanded conservation efforts.

Likewise, the Minnesota Legislature has enacted new laws that increase utility investments in energy
efficiency, provide incentives for investment in renewable energy, and implement pilot projects on
energy pricing.

Economic downturns influence utility sales, revenues and expenses, often triggering rate cases. The
department must balance the public’s need for financially healthy utilities with the need for
affordable and reliable energy services. Regulators must be positioned to adequately investigate and
advocate on behalf of the public in an increased number of rate cases and other tariff and service
filings.

The department must find an innovative method to force the Federal government to honor its
responsibility to establish a safe per t nuclear disposal site by 1998. Minnesota also faces the
prospect of being the first state to go through federal relicensing of nuclear facilities when the
operating license for the Monticello nuclear facility expires in 2011. The state must be prepared to
represent its interests in this proceeding.

Finally, the division must be positioned to respond to the federal government’s energy initiatives.
The federal gover t has impl ted and proposed new initiatives that deregulate certain natural
gas and electric utility services, shifling oversight responsibilities to the states. Minnesota must be
prepared to adopt these new responsibilities.

Consumer information services. The need for reliable, unbiased information on conservation is
growing along with public awareness of the relation of energy conservation to the environment, the
economy and national security. New technologies hold potential for significant energy savings in
homes, schools, factories, stores and farms. The challenge for the division is twofold: to reach
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businesses and consumers as they are making energy-related investments, and to educate the
technicians in charge of operation and maintenance to maximize the potential of energy efficiency.

Energy supply/demand monitoring and amalysis. The division collects, analyzes and distributes
energy data and statistics on a statewide basis. Changes occuring in the utility regulatory process,
coupled with trends showing Minnesota’s increasing vulnerability to petroleum supply disruptions,
will require increased attention through the biennium. Focus must expand to include regional power
supply plans and petroleum distribution networks. This level of effort will be necessary to ensure
appropriate contingency planning for the state and to provide accurate data for our evaluation of
utility power supply planning.

Energy technologies. Many renewable technologies have progressed to where they are
commercially viable. Utility-sponsored renewable resource pilot projects offer the best opportunity
to advance commercialization. During the biennium, the energy technologies program will assist
these projects and also evaluate the technical aspects of utility conservation programs.

OUTCOMES:

B We advocated for new regulatory approaches to energy planning and incentives for utility
investment in demand-side manag t, and were ful in persuading the PUC to adopt
new policies. For example, the PUC adopted IRP rules and are impl ting fi ial
incentives, which reward utilities for investing in cost-effective demand-side management.
These initiatives are crucial to obtaining the Milestones discussed in the agency budget level
narrative.

8  QOur oversight of the Conservation Improvement Program (CIP) has expanded utility investment
in energy efficiency from $ 23.8 million in 1991 to $46.2 million in 1993, an increase of over
90%.

8 Our advocacy in IRP proceedings has been successful in increasing utility investment in energy
efficiency and renewable energy. For example, in NSP’s recent IRP, the division was
successful in increasing the company’s goals for energy savings by over 50 percent, and
increasing the company’s plans for investment in wind energy from 10 megawatts to 100
megawatts. The division expects to achieve similar resuits in the IRPs for other Minnesota
utilities.

8 QOur operation of the Energy Conservation Loan Program has loaned over $24 million to
Minnesota public institutions and generated over $26 million in energy savings to date. Energy
savings from these investments will continue to accrue at a projected annual rate of $4.7
million. Similar savings will accrue from the division’s implementation of a federal energy
grant program for schools and hospitals.

® The division is consistently successful in achieving rate savings for consumers, as authorized

rate increases are often significantly below the utilities request and the division has sought to
have certain cost savings refunded to consumers. For example, during the period of 1989-1991,
the division’s advocacy resulted in reduced rate increases amounting to over $140 million.
Likewise, the division assisted in obtaining a refund amounting to $6.5 million for Minnesota
Power’s customers, and in obtaining $20 million in disaster assistance for Minnesota consumers
harmed by tornados and flooding.

B Our advocacy in NSP’s requested Certificate of Need for additional storage of nuclear waste at
its Prairie Island plant resulted in significant limits on temporary storage. Our advocacy
provided a solid record for the PUC to decide the case, and carefully balanced the consumers’
need for affordable and reliable electricity service, environmental concerns, and the state’s need
to demand action by the federal government for permanent nuclear waste storage.

@ Due to aggressive efforts by the unit and the department, Minnesota is recognized as a national
leader in the effort to pressure the U.S. Department of Energy to fulfill its responsibility to
build both long-term and short-term storage for spent nuclear fuel. Resolution of this matter
will have a tremendous impact on Minnesota’s electric generation capacity, consumers and
environment.

8 Due to the Department of Public Service’s lead role in a multi-agency effort, the Southern
Minnesota Municipal Power Agency recently withdrew its proposal to build a pumped-
hydroelectric storage facility on the bluffs above Lake Pepin along the Mississippi River. Had
this project proceeded, there are serious potential problems regarding river navigation,
recreation, wildlife, water quality and safety. Consumers were also likely to face serious
economic consequences.

@ The unit has been actively involved in on-going Nuclear Regulatory Commission proceedings
to establish the framework for nuclear power plant relicensing. NSP’s Monticello plant is
tentatively scheduled to be the first nuclear power plant in the country to go through the
relicensing process. To this point, Minnesota has won a series of key concessions from the
NRC that will allow greater state participation and oversight in this process.

8 Responding to action initiated by the division, the Federal Energy Regulatory Commission this
year granted Minnesota concessions in the areas of pricing, access and reliability of service in
the recent restructuring of the American natural gas industry. Cost impacts on Minnesota
consumers regarding these issues were enormous, as were safety concerns for reliability of
service during the winter heating season.

Outcome Measures:®

Actual Actual Partial
F.Y. 1990 F.Y. 1991 E.Y. 1992

1) % of DPS recommended $

reductions sustained by

PUC order 100% 100% 100%
2) § reductions ordered 135.1 MM 1.1 MM 48.5 MM

Statutory References: M.S. Chapters 216, 216B, 216C and 237
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Program Statistics:

Fiscai Number of Increase Department Amount
Year Rate Cases Requested  Recommendations Allowed
90 1 135,085,000 39,725,000 0
91 1 3,198,044 2,316,352 1,101,760
92 3 110,180,104 76,027,526 45,884,380
93 6 cases in process and 1 more expected
Gas and Electric Work Load Projections
Actual Actual  Est. Est. Est.
FY91T FY92 FY9 FY9%4 FY 95
Conservation Improvement Programs (CIP) 47 49 52 54
Integrated Resource Plans (IRP) 3 3 6 6
Depreciation Studies* 10 12 9 9 9
Technical Complaints 4 8 8 8 8
Rule Making 0 4 5 5 5
Affiliated Interest Reviews 4 5 7 7 7
Service Area Changes 28 14 21 21 21
Security Issuance Reviews 7 11 10 9 9
Miscellaneous Filings 97 74 97 97 97
Fuel Adjustments 195 219 200 200 200
Miscellaneous Refunds 5 9 7 7 7
Sale and Transfers of Property 4 5 5 5 5
Totals 354 411 421 426 428

*Depreciation items filed by calendar year

Program Statistics:

The effect of loan programs for institutions is well-documented, especially for schools. They are
the largest groups of participants in our loan program, with adequate sample sizes in both the
participant and non-participant categories. Our data for the 1991 school year shows:

Non- Percent
Indicator Participant Participant Difference
Heat Energy per Sq. Ft. 70.43M BTUs 75.74M BTUs -1.0%
Electric Energy per Sq. Ft.  16.13M BTUs 17.91M BTUs -10.0%
Heat Cost per Sq. Ft. $.24 $.29 -17.2%
Electric Cost per Sq. Ft. $ .30 $.33 $.0%
OBJECTIVES:
]

We will continue to investigate and advocate in utility rate cases. We currently have four cases
pending, with an additional three to five cases expected in F.Y. 1993. The DPS will attempt
to sustain an average of 70% of the dollar reduction the DPS recommends to the PUC.

We will continue our efforts to create a reliable and sound electric energy future in the IRP
process and will participate in the new collaborative processes for addressing electricity
planning issues. )

We will seek and implement ways to improve energy planning and regulation in Minnesota,
focusing on additional forms of incentive regulation, integrated resource planning for gas
utilities, and additional streamlining of regulatory processes.

We anticipate that the Energy Conservation loan program will decline from $2,677,000 to
approximately $2,000,000 per year as a result of the proposed reduction of staff for this
program.

We anticipate the awarding of conservation grants to schools and hospitals to remain constant
at approximately $900,000 per fiscal year.

We will continue to i)rovide accurate and timely energy information to the public. We expect
to make approximately 45,000 public contacts in each year of the biennium, distributing over
180,000 pieces of literature.

We will maintain the current level of conservation audit grants to schools and hospitals at
approximately $630,000 per year.

We will maintain enforcement of the energy code, insulation standards, lighting efficiency, gas
lamps, cost share conservation energy audits, once-through cooling, appliance standards and
fluorescent ballasts will remain at or near the same level for the next biennium.

We will continue to provide Alternative Engineering téchnology services on an informational
only basis for biomass and forestry products, solar and wind energy, agricultural wastes, peat
and hydroelectric power. Research and analysis related to these issues will be discontinued as
a result of budget reductions.

We will continue to pressure the U. S. Department of Energy to fulfill its legal responsibility
to create a safe long-term nuclear disposal facility by 1998.
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Dollars in Thousands
F.Y. 1991 F.Y. 1992 F.Y. 1993 F.Y.'1994 F.Y. 1995
PROGRAM PLAN:
Type of Revenue:
With the exception of the transfer to the Department of Jobs and Training, the following options Non-dedicated - Gen’l $1,371 $1,559 $2,164 $2,814 $2,193
have been selected for decreases based on the level of documented savings to consumers: Dedicated - Gen’l 49
Dedicated - Special 892 587 394 193 73
1. Consolidate Clerical — The Assistant Commissioner’s secretarial position will be eliminated. Dedicated - State Gov. Special Rev. 8
Clerical support from other activities will be reallocated to provide services for the Assistant Dedicated - Federal 305 545 672 490 437
Commissioner’s office. This will result in an 80 cents on the dollar reduction in general
fund non-dedicated revenue from utility assessments. Total Revenue $2,576 $2,740 $3,230 $3,497 $2,703
2. Restructure Loan & Grant Program -- Schools that participate in the loan and grant program GOVERNOR’S RECOMMENDATION:
use approximately 7% less heating and electrical energy in their buildings than schools that do
not participate in the program. Therefore, energy conservation loans and grants will continue The Governor concurs with the agency’s plan; however, the proposed funding has been reduced due
to be provided to schools, hospitals and municipal buildings, but the department’s energy use to revised salary planning estimates.

monitoring and reporting services to these groups will be eliminated.

3. Eliminate Community Energy Program — The Exxon funding for community energy grants to
assist communities in establishing Community Energy Councils will be nearly exhausted in
F.Y. 1993. Since Exxon grant funds for this program will be depleted, it is not cost effective
to maintain a state-funded administrative structure to support the existing Community Energy
Councils.

4. Shift Focus on Advancing Alternative Energy Sources — The department will continue to
provide information on wind energy and biomass energy (including ethanol) as well as

efficiency improvements in the areas of lighting, heating, air conditioning and building codes,
but will no longer continue its useful but limited research in these areas. The department has
shified efforts to impl itation, construction and operation of renewable energy
generation sources (through the Integrated Resource Plan (IRP) process), which benefits private
sector advocacy groups and entrepreneurial companies who have developed their own research
capabilities. The department will also continue implementation of efficiency improvements
through the Conservation Improvement Program (CIP) process.

5. Reduce Gas & Electric Regulation — The department will focus its efforts on major rate and
quality of service filings which have the greatest dollar savings potential for consumers; and
it will reduce participation in discretionary matters (such as stray voltage, cogeneration
complaints, wind buyback rate complaints, certain service territory disputes, DSM and
evaluation research), that have a lower consumer savings return. This will also result in a
dollar for dollar reduction in general fund non-dedicated revenue from assessmeats to
utility companies.

6. Transfer to Jobs and Training - This represents the transfer of $588,000 per fiscal year of
General Fund Appropriation for the Oil Burner Retrofit Program and $220,000 for the Liquid
Petroleum Retrofit Program to the Department of Jobs and Training.
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Est.
ACTIVITY SUMMARY FY 1991 FY 1992 FY 1993
EXPENDITURES:
DETAIL BY CATEGORY:
STATE OPERATIONS:
PERSONAL SERVICES 2,417 2,587 2,846
EXPENSES/CONTRACTUAL SRVCS 399 477 1,64%
MISC OPERATING EXPENSES 157 159 274
SUPPLIES/MATERIALS/PARTS 132 251 7%
CAPITAL EQUIPMENT 43 221 52
OTHER 27 104 108
SUBTOTAL STATE OPERATIONS 3,175 3,799 4,998
LOCAL ASSISTANCE 3,058 1,875 1,191
TOTAL EXPENDITURES 6,233 5,674 65189
GOV'S INITIATIVES: FUND
- (A) SALARY PLANNING ESTIMATES GEN
TOTAL GOV'S INITIATIVES
SOURCES OF FINANCING:
DIRECT APPROPRIATIONS:
GEMERAL 2,860 3,207 4,117
STATUTORY APPROPRIATIONS:
GENERAL 26
SPECIAL REVENUE 3,196 2,044 1,513
FEDERAL 177 397 E59
TOTAL FINANCING 6,233 5,674 6,189

(DOLLARS IN THOUSANDS)

FY 1994 FY 1995
Current Agency Governor Current Agency Governor
Spending Plan Recomm. Srending Pian Recomnm.
2,857 25,364 2,27% 2,857 25,363 2,273
835 1,418 1,418 835 1,385 1,385
274 225 225 274 218 218
7% <72> <72> 74 <73> <73>
B2 52 5z b2 52 52
108 84 84 108 66 66
4,200 4,051 3,981 4,200 3,991 3,921
1,191 738 738 1,191 695 695
5,391 4,789 4,719 5,391 4,686 4,616
<70> <70>
<70> <70>
3,319 3,658 3,588 3,319 3,657 3,587
1,513 765 745 1,513 692 692
559 386 386 559 337 337
5,391 4,789 4,719 5,391 4,686 4,616
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1994-1995 BIENNIAL BUDGET
(DOLLARS IN THOUSANDS)

AGENCY: PUBLIC SERVICE,DPT OF
PROGRAM: ENERGY
ACTIVITY: ENERGY

FY 1994 FY 1995

Est. Current Agency Governor Current Agency Governor
ACTIVITY SUMMARY FY 1991 FY 1992 FY 1993 Spending Pian Recomn. Spending Pian Recomn.
POSITIONS BY FUND:
GENERAL 50.0 52.0 51.8 5l.8 42.4 42.4 5l.8 39.4 39.4
SPECIAL REVENUE 4.0 6.0 4.0 4.0 4.0 4.0 4.0 %.0 4.0
FEDERAL . 7.0 5.3 6.0 6.0 6.0 6.0 6.0 6.0 6.0
TOTAL POSITIONS 61.0 61.3 61.8 61.8 B2.4 B2.4 61.8 49.4 49.6
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1994-95 Biennial Budget

AGENCY: Minnesota World Trade Center Corporation (MWTC)

INFORMATIONAL ONLY:

The budget for the MWTC includes historical and current year expenditures. No request is being
made for the 1994-95 biennium. In 1992, the legislature made a final appropriation of $580,000
to preserve the assets of MWTC and pay for the costs of privatizing all or part of the corporation.
From the amount appropriated, $220,000 was made available the day following enactment of the
appropriation act. Of this amount $120,000 was budgeted for the preservation of assets and
$100,000 was budgeted for a feasibility study. At the beginning of F.Y. 1993, the Commissioner
of Administration authorized the release of an additional $240,000 to maintain the operation of the
corporation for an additional 6 months while the corporation solicited buyers and negotiated a sale.
The remaining $120,000 remains unbudgeted and will be released if the Commissioner of
Administration determines that this funding is necessary to preserve the assets for up to an additional
90 days beyond 1-25-93 and the MWTC has made significant progress in completing a sale.
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AGENCY:
PROGRAM:
ACTIVITY: WORLD TRADE CENTER C

WORLD TRADE CENTER

ACTIVITY SUMMARY

WORLD TRADE CENTER CORP

ORP

DETAIL BY CATEGORY:

STATE OPERATIONS:

PERSONAL SERVICES
EXPENSES/CONTRACTUAL SRVCS
MISC OPERATING EXPENSES
SUPPLIES/MATERIALS/PARTS
CAPITAL EQUIPMENT

OTHER

1994-1995 BIENNIAL BUDGET
(DOLLARS IN THOUSANDS)

TOTAL EXPENDITURES

SOURCES OF FINANCING:
OPEN APPROPRIATIONS:
SPECIAL REVENUE
STATUTORY APPROPRIATIONS:
SPECIAL REVENUE

TOTAL FINANCING

POSITIONS BY FUND:

TOTAL POSITIONS

Est.
FY 1991 FY 1992 FY 1993
753 401 225
1,123 374 316
128 64 70
57 20 32
26 2
2
2,089 859 645
2,089 859 645
699
1,390 859 645
2,089 859 645
.0 .0 .0

FY 1994 FY 1995
Current Agency Governor Current Agency Governor
Spending Plan Recomn. Spending Pian Recomm.
.0 0 [1] .0 .0 .0
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1994-95 BIENNIAL BUDGET

PROGRAM STRUCTURE

AGENCY: MINNESOTA TECHNOLOGY. INC.

BUDGET ACTIVITIES PAGE
Technology Services D-59
AURI D-63
Minnesota Project Innovation . D-65
Minnesota Project Outreach D-68
Minnesota Inventors Congress D-70
Natural Resources Research Institute D-72
Minnesota Council for Quality D-74
High Tech Corridor Corporation : D-76
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1994-95 Biennial Budget
Agency Budget Brief
($ in thousands)

Agency: Minnesota Technology Inc. Fund: General

1. Summary of Agency Actions:

F.Y. 1994 F.Y. 1995 F.Y. 9495
CURRENT SPENDING $12,068 $12,068 $24,136
Forecast Adjustments -0- -0- _0-
AGENCY BASE $12,068 $12,068 $24,136
Inflation Cost Increases 200 406 606
Agency Management Decisions
Minnesota Technology:
International Joint Ventures $(100) $(100) $(200)
Minnesota Coop. Office (MCO) (150) (150 (300)
Youth Apprenticeship (80) (80) (160)
Database, Post Secondary Faculty (100) (100) (200)
Improved Efficiencies “3) (103) (146)
Internship Program -0- (100) (100)
Magazine Revenue -0- (46) (46)
AURI (200) (200) (400)
MPO “n “n ©9
MPIL 25) (25) (50)
NRRI @7 @7 4
MIC @ @ ®
HTCC : )] ()] ©
Mn Qual _@ 4 ®
Subtotal $(803) $(.009 $(1.812
TOTAL AGENCY PLAN $11,465 $11,465 $22,930
Governor’s Initiatives
Restore Agency Reduction $603 $603 $1,206
Separate AURI (4,000) (4,000) (8,000)
Salary Planning Estimates (86) 84 (179
Subtotal $(3.483) $(3.48D $(6.964)
GOVERNOR’S RECOMMENDATION $7.982 $7.984 $15.966

Brief Explanation of Agency’s Overall Actions:

In order to accommodate a 5% budget reduction, Minnesota Technology will reduce its expenditures
in some areas which, while important, are the least critical in its mission to help Minnesota
companies become more competitive. Thus in F.Y. 1994, Minnesota Technology will no longer
be able to help Minnesota companies establish joint product development ventures with foreign
companies. Nor will Minnesota Technology be able to continue funding the Minnesota Cooperation
Office (MCO) and its effort to nurture small and growing technology businesses. Other services

which would be deleted from the operating budget include support for youth apprenticeship, which
helps older high school students bridge the gap between formal education and the real workplace.
Also cut would be Minnesota Technology’s plan for assembling a database of post-secondary faculty
members available to help small businesses resolve technology and operational issues cost
effectively. The remainder of the budget reduction would be accommodated through increased
operating efficiencies.

In addition to the cuts from F.Y. 1994, the F.Y. 1995 operating budget would be reduced through
further efficiencies and elimination of an internship program which would have helped place college
students in Minnesota businesses, thereby providing technology assistance to companies, while
providing valuable experience to the students. The remainder of the revenue reduction would be
replaced by additional revenues through increased advertising sales in the Minnesota Technology
magazine. ($46,000)

2. Impact on Staffing: F.Y. 1994 F.Y. 1995
Positions left vacant or eliminated 6.0 10

3. Impact on Revenue Generation: E.Y. 1994 F.Y. 1995 E.Y. 94-95
Agency Plan $-0- $-0- $-0-
Governor’s Initiatives $-0- $-0- $-0-

4. Affected Statutes:
None.

5. Governor’s Recommendation:

The Governor concurs with the agency’s plan, except for the following:

1. As part of his Jobs Initiative, the Governor recommends restoring $1,206,000in reductions
proposed with the agency’s plan. The stable base funding Ievel should allow the MTI to
implement its program to assist Minnesota companies in becoming more competitive, thus
creating new and upgrading existing jobs.

2. The Governor recommends that base level funding of $8,000,000 for the Agricultural
Utilization Research Institute be appropriated separately, to formalize the separation of

these 2 entities; and

3. The proposed funding has been reduced due to revised salary planning estimates.
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1994-1995

B IENNTATL B UDGET

INVESTMENT INITIATIVES
(DOLLARS IN THOUSANDS)

AGENCY: MINNESOTA TECHNOLOGY INC
————————— EXPENDITURES REVENUES ———————————
ITEM DESCRIPTION: FUND  FY 1994  FY 1995 BIENNIUM  FY 1994  FY 1995 BIENNIUM
(A) REVERSE AGENCY REDUCTION GEN 603 603 1,206
(A) SALARY PLANNING ESTIMATES GEN <86> <84> <170>
(P) SEPARATE AURI GEN <4,000>  <4,000>  <8,000>
SR <100> <100> <200>
TOTAL BY FUND GEN <3,483>  <3,481>  <6,964>
SR <100> <100> <200>
TOTAL INVESTMENT INITIATIVES <3,583>  <3,581>  <7,164>
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1994-95 Biennial Budget

AGENCY: Minnesota Technology Inc.

MISSION:

Minnesota Technology Inc. is a non-profit corporation established to assist Minnesota companies in
becoming more competitive. Minnesota Technology is in business to be a partner for competitive-
ness. Helping companies compete requires change and Minnesota Technology will facilitate change
through appropriate technology application and development. '

Minnesota Technology applies its mission to Minnesota companies through the utilization of 6 offices
throughout the state. In an effort to develop a comprehensive approach to providing technology
development services, Minnesota Technology was created as the state’s science and technology
corporation.

MINNESOTA MILESTONES:

Minnesota Technology works to support 2 of the Minnesota Milestone themes: "A prosperous
people™ and "Learning.” These themes are carried out by technology services provided for
Minnesota companies and by programs supported by other grant funding appropriated through
Minnesota Technology. .

Minnesota Technology plays a supporting role with other partners in contributing toward the
achievement of Minnesota Milestone goals for a prosperous people. Other external factors exert a
strong influence on the achievement of the Milestone goals such as national and international policies
and business cycles. Within its mission, Minnesota Technology supports the following Milestone
goals for "A prosperous people” theme:

"All Minnesotans will have the economic means to maintain a reasonable standard of living." —
Minnesota Technology services promote job creation, job retention, job enhancementand job income
improvement to the companies we serve.

"Rural areas, small cities and urban neighborhoods throughout the state will be economically viable
places for people to live and work.” — Minnesota Technology has a statewide network of offices
which strengthen local companies and improve the local economy.

"Minnesota will have sustained above average economic growth that is consistent with environmental
protection.” — Minnesota Technology partners growing companies with other outside resources,
including MnTAP, to help them resolve any problem which they encounter, thereby allowing those
companies to compete more successfully.

Within its mission Minnesota Technology supports the Minnesota Milestone “Learning”.
"Minnesotans will have the advanced education and training to make the state a leader in the global
economy.” - Minnesota Technology programs emphasize technology training and workforce
development to help the workforce develop the needed skills to compete in today’s global
marketplace.

CLIMATE:

Minnesota has a manufacturing base of over 8,700 firms. More then 80% of these manufacturers
have fewer than 50 employees. Yet according to 1990 figures, manufacturing is a $20 billion
business which represents 21% of the state’s gross state product (GSP) - the single largest
component of Minnesota’s GSP.

Minnesota is highly dependent on its manufacturing sector for employment, income, and exports.
Over 30% of manufacturing jobs are in technology-based industries. These industries offer above
average wages. The Minnesota economy is also very dependent upon exports of manufactured
goods. As a result, this manufacturing base is vulnerable to international competition. It is critical
to the state that its manufacturers remain competitive.

Rapid changes in the global marketplace have put increasing pressure on United States manufacturers
to explore and incorporate new ways of producing higher quality, lower cost products. This is
particularly challenging for the small and medium sized companies who can neither rely on their
ability to maintain their current marketshare, nor dedicate extensive resources to solve or bypass a
problem.

While a portion of these small manufacturers are on the leading edge of new technology and process
adaptation, the majority are still operating with manufacturing technologies and processes which
were developed several decades ago. A number of studies published during the past several years
conclusively indicate that small United States manufacturers consistently lag far behind their
counterparts in other industrialized countries in implementing the new technologies on which
increased productivity depends.

In order to compete more effectively in the international marketplace, these small and medium sized
companies will need to adopt and utilize proven, commercially available manufacturing technologies,
implement newly developed technologies and obtain adequate training and education for employees.

Using appropriate technology will help these companies to:

B jncrease productivity;

@ improve quality;

B generate greater operational flexibility to respond to changing global market conditions
8 remain viable components of the local, regional, and national economy.

Specific needs nents were conducted in Minnesota in 1990 both in the Twin Cities and in non-
metro parts of the state to identify needs of manufacturers. The results identified the following
needs: 1) access to technology assistance; 2)product development /flexible manufacturing; 3)total
quality improvement; 4) methods for collaboration; 5)information regarding technologies and
advanced manufacturing processes; 6)productivity improvements; 7)training of the workforce to
apply new technologies.

One of the most important ingredients in serving companies’ needs effectively is to leverage as many
existing resources as possible. Minnesota Technology works to harness the existing technology/
manufacturing resource infrastructure within Minnesota to effectively accomplish its mission.
Minnesota Technology sees these partners, both in the private and public sectors, as being critical
to success. Minnesota Technology sees its role as the cohesive organization which will integrate the
skills of all partners to enhance their common technology efforts of small and medium manufactur-
ers.
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1994-95 Biennial Budget

AGENCY:  Minnesota Technology Inc.
(Continuation)

AGENCY BUDGET PLAN:

In order to accommodate a 5% budget reduction, Minnesota Technology will reduce its expenditures
in some arcas which, while important, are the least critical in its mission to help Minnesota
companies become more competitive. Thus in F.Y. 1994, Minnesota Technology will no longer
be able to help Minnesota companies establish joint product development ventures with foreign
companies. Nor will Minnesota Technology be able to continue funding the Minnesota Cooperation
Office (MCO) and its effort to nurture small and growing technology businesses. Other services
which would be deleted from the operating budget include support for youth apprenticeship, which
helps older high school students bridge the gap between formal education and the real workplace.
Also cut would be Minnesota Technology’s plan for assembling a database of post-secondary faculty
members available to help small businesses resolve technology and operational issues cost
effectively. Minnesota Technology will pass through the 5% reduction to all Legislative grantees
in F.Y. 1994 and F.Y. 1995.

In addition to the cuts from F.Y. 1994, the F.Y. 1995 operating budget would be reduced through
further efficiencies and elimination of an internship program which would have helped place college
students in Minnesota businesses, thereby providing technology assistance to companies, while
providing valuable experience to the students.

As of August 1992 Minnesota Technology was awarded a 6 year $12.9 million grant from the
Department of Commerce through the National Institute of Standards and Technology (NIST). As
a result of these additional resources, Minnesota Technology will be able to expand its services to
include Technology Transfer and Technology Workforce Development with the NIST funds and the
continued state appropriation which supplies the required match.

OUTCOMES:

F.Y. 1992 was the first complete year of operation for Minnesota Technology. Even during the
start-up time frame, the following outcomes are being used as the effectiveness indicators for the
services provided to companies.

B Number of manufacturers adopting advanced and/or automated manufacturing technologies;
8 Number of manufacturers undertaking technology transfer or technology workforce
development projects;

Number of companies attending technology information and awareness events compared to
the number of companies that initiated the implementation of the technologies;

New employment generated;

Retained or enhanced employment;

Investment in new equipment (Including hardware and software);

Number of new products developed;

Number of new businesses started because of spin-offs from new technology developments
Improvement in manufacturing productivity;

Savings through reduced waste or cost reduction;

OB

Improved product quality; and
Improved company competitiveness.

TIVES:

Technology Assistance

Number of manufacturers adopting advanced and/or automated manufacturing technologies;
Number of companies attending technology information and awareness events compared to
the number of companies that initiated the implementation of the technologies;

New employment generated;

Retained or enhanced employment;

Investment in new equipment;

Improvement in manufacturing productivity;

Savings through reduced waste or cost reduction;

Improved product quality; and

Improved cc competiti

L3

Technology Transfer

Number of new products developed;

Number of new businesses started because of spin-offs from new technology developments;
and

Number of manufacturers undertaking technology transfer projects.

Technology Workforce Development

Number of manufacturers undertaking technology workforce development projects.

Technology Information

Number of companies utilizing the information service available; and
Number attending forums and technology development discussions.

Technology Investment

Quantity and dollar amount of quality investments in companies;
Number of new jobs created;

Number of new products commercialized or developed; and
Obtaining an ROI on all the investments.

Science and Technology Policy

Encourage all technology related bills to be reviewed in conformity with science and
technology policy.
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1994-95 Biennial Budget

AGENCY:  Minnesota Technology Inc.
(Continuation)

Youth Apprenticeship

8 Design youth apprenticeship demonstration projects;
B Raise additional resources for program; and
B Raise awareness of the youth apprenticeship program.

LEGISLATIVE GRANTS:
Minnesota Technology is the science and technology arm of the state. As a result, a number of

legislative grants (greater then 50% of appropriation) are passed through the appropriation of
Minnesota Technology. The following recipients currently receive funding:

Minnesota Project Innovation (MPI)

MPI is a private, non-profit organization that assists the successful formation and growth of
Minnesota high technology small business through one of its programs to maximize the receipt of
federal research and development funds from the Small Business Innovation Research program
(SBIR).

Minnesota Project Outreach (MPO)

MPO is a public/private venture to facilitate the transfer of technology and scientific advice from
the University of Minnesota and other institutions to businesses in the state that may make economic
use of the information; and to assist small and medium sized businesses in finding technical and
financial assistance providers that meet their needs.

Natural Resources Research Institute (NRRI)

NRRI was established by the Legislature in 1983 to foster economic development of Minnesota’s
natural resources in an environmentally sound manner to promote privaie sector employment.

Agricultural Ulilization Research Institute (AURI)

AURI conducts research and development to find new products and processes for Minnesota’s
agricultural and livestock products.

Minnesota Inventors Congress (MIC)
MIC is a volunteer, nonprofit organization dedicated to serving inventors through encouragement

of invention and innovation and the provision of information, assistance and support at all phases
of the innovative process.

High Tech Corridor Corporation (HTCC)
High Tech Corridor Corporation is intended to:

@ Enhance the expansion of Minnesota’s technology-intensive business sector as a whole;

@ Create a complex of facilities and services adjacent to the University of Minnesota which will
foster the growth of science and technology-intensive businesses throughout the state of
Minnesota;

B Promote the creation and incubation of new technology-intensive businesses which will
expand and relocate throughout the state; and

8 Strengthen the linkages between the creative atmosphere and energy of the University of
Minnesota and the technology-intensive sector of the state.

Minnesota Council for Quality

Promotes increased awareness of quality and productivity and their importance to Minnesota’s
global economic competitiveness. Conducts a Quality Award program based on the National
Malcolm Baldrige Award.

Governor’s Recommendation:
The Governor concurs with the agency’s plan, except for the following:

1. As part of his Job’s program, the Governor recommends restoring $1,206,000 in reductions
proposed with the agency plan. The stable base funding level should allow the MTI to
implement its program to assist Minnesota companies in becoming more competitive, thus
creating new and upgrading existing jobs.

2. The Governor recommends that base level funding for the Agricultural Utilization Research
Institute be appropriated separately, to formalize the separation of these 2 entities. This includes
$8,000,000in General Fund appropriations and an estimated $200,000 in Special Revenue funds
transferred from the Department of Agriculture to the agricultural project utilization account
under Section 1160.13 to be used for pesticide reduction grants; and

3. The proposed funding has been reduced due to revised salary planning estimates.
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AGENCY: MINNESOTA TECHNOLOGY INC
PROGRAM: MINNESOTA TECHNOLOGY

ACTIVITY RESOURCE ALLOCATION:

TECHNOLOGY SERVICES

AURI

MINNESOTA PROJECT INNOVATION
MINNESOTA PROJECT OUTREACH
MINNESOTA INVENTORS CONGRESS
NATURAL RESOURCES RESEARCH INSTITU
MINNESOTA COUNCIL FOR QUALITY

HIGH TECH CORRIDOR CORPORATION

TOTAL EXPENDITURES BY ACTIVITY

60V'S INITIATIVES:

1994-1995 BIENNTIAL BUDGET
(DOLLARS IN THOUSANDS)

(A) REVERSE AGENCY REDUCTION
(A) SALARY PLANNING ESTIMATES
(P) SEPARATE AURI
(P) SEPARATE AURI

TOTAL GOV'S INITIATIVES

SOURCES OF FINANCING:

DIRECT APPROPRIATIONS:
GENERAL
OPEN APPROPRIATIONS:
MINN TECHNOLOGY INC
SPECIAL REVENUE
STATUTORY APPROPRIATIONS:
MINN TECHNOLOGY INC
SPECIAL REVENUE
FEDERAL

TOTAL FINANCING

FY 1994 FY 1995
Est. Current Agency Governor Current Agency Governor
FY 1991 FY 1992 FY 1993 Spending Plan Recomn. Spending Pian Recomm.
15,365 4,770 8,801 8,391 9,418 9,605 8,391 9,418 9,607
9,250 4,191 3,325 4,325 3,960 60 %,325 3,950 B0
520 49 494 469 494 494 469 494
967 967 900 967 967 900 947
75 71 71 67 71 71 67 71
1,225 1,000 967 947 900 967 947 900 947
98 88 88 84 88 88 84 88
50 50 47 50 50 47 50
25,840 10,654 14,723 15,313 15,845 12,262 15,313 15,835 12,254
FUND
e GEN 603 603
GEN <86> <84>
GEN <4,000> <4,000>
SR <100> <100>
<3,583> <3,581>
12,068 11,465 7,982 12,068 11,465 75,984
6,405 9,397 1,000 800 800 1,000 800 800
328 420 420 420 420 420 420 420
20 81
25,840 4,191 3,325 325 160 60 325 150 50
1,500 1,500 3,000 3,000 1,500 3,000 3,000
25,840 10,654 14,723 15,313 15,845 12,262 15,313 15,835 12,254
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1996-1995 BIENNIAL BUDGET
(DOLLARS IN THOUSANDS)

AGENCY : MINNESOTA TECHNOLOGY INC
PROGRAM: MINNESOTA TECHNOLOGY

Est.

FY 1994

FY 1995

Current
Spending

Agency  Governor’

Pian Recomm.

ACTIVITY RESOURCE ALLOCATION: FY 1991 FY 1992 FY 1993

POSITIONS BY FUND:

TOTAL POSITIONS .0 .0 .0

Current
Spending

Agency Governor
Pian Recomm.
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STATE OF MINNESOTA - DEPARTMENT OF FINANCE
BIENNIAL BUDGET SYSTEM - BASE RECONCILIATION REPORT

BY SEC SEQ
AGENCY: MINNESOTA TECHNOLOGY INC
ALL FUNDS GENERAL FUND OTHER STATE FUNDS FEDERAL FUNDS

F.Y.94 F.Y.95 F.Y.96 F.Y.95 F.Y.94 F.Y.95 F.Y.94 F.Y.95
F.Y.93 FUNDING LEVEL 14,723 14,723 13,223 13,223 1,500 1,500
TECHNICAL ADJUSTMENTS
ONE-TIME APPROPRIATIONS 4,000 4,000 4,000 4,000
NON-RECURRING EXPENDITURES <3,500> <3,500> <3,500> <3,500>
BASE TRANSFER (BTWN FUNDS) 7,978 7,978 <7,978> <7,978>
1992 SESSION REDUCTIONS 90 90 90 90
SUBTOTAL TECH. ADJ. 590 590 12,068 12,068 <11,478> <11, 478>
CURRENT SPENDING 15,313 15,313 12,068 12,068 1,745 1,745 1,500 1,500
FORECAST ADJUSTMENTS
FEDERAL RECEIPTS 1,500 1,500 A 1,500 1,500
DED STAT APPROP SPENDING <365> <375> <365> <375>
SUBTOTAL FORECAST ADJ. 1,135 1,125 <365> <375> 1,500 1,500

& .

AGENCY BASE 16,448 16,438 12,068 12,068 1,380 1,370 3,000 3,000
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1994-95 Biennial Budget
BUDGET ACTIVITY:  Technology Services
PROGRAM:  Minnesota Technology Inc.
AGENCY:  Minnesota Technology Inc.

ACTIVITY DESCRIPTION:

Technology Assistance

This will enable small and medium sized manufacturersto implement and utilize appropriate off-the-
shelf, advanced manufacturing technologies. The strategy incorporates a broad range of services
which are designed to meet the needs of individual as well as groups of companies. Besides being
driven by the specific needs of the marketplace, a major goal of the technology assistance services
will be to provide an understanding to companies of what will be required of them to compete in the
global marketplace. Specific service delivery mechanisms include information services, supplier
development/certification program, user groups, industry networks, equipment and technology
demonstrations and regional manufacturing technology forums.

Technology Transfer

The goal of this effort will be to bring the right people and technologies together and facilitate the
removal of any existing barriers to obtain and implement the technology. Pure technology from the
laboratories and other sources may not always by transferable to small manufacturers, and even once
the technology has been made applicable, there is significant expense incurred in equipment and
personnel downtime for the implementation.

Technology Workforce Development

A skilled workforce has been a continual stumbling block for the adoption of new technologies by
companies. The program focus will be to arrange for the training and /or upgrading of specific
technical skills, to expose the company to new production processes, and to facilitate a change of
culture within small and medium size companies.

Technology Information

The goal of this program is to increase the visibility and awareness of technology issues and trends
among private and public membership and provide information on the availability, cost and benefits
of using technology to modernize business operations.

Technology Investment

The goal is to increase the level of small business equity investment in the state, especially in greater
Minnesota, by matching other equity investments, helping companies position themselves better for
such investments, and increasing awareness in the state of the advantages and availability of good
equity investment opportunities.

Science & Technology Policy

Initiated by legislation to recommend a science and technology policy on behalf of the state of
Minnesota.

Youth Apprenticeship Program

The goal is to facilitate the development of a youth apprenticeship program and policy for
Minnesota. This initiative strengthens the transition from school to work through a program that
integrates classroom education with real work experience.

BUDGET ISSUES:

In order to accommodate a 5% budget reduction, Minnesota Technology will reduce its expenditures
in some areas which, while important, are the least critical in its mission to help Minnesota
companies become more competitive. Thus in F.Y. 1994, Minnesota Technology will no longer
be able to help Minnesota companies establish joint product development ventures with foreign
companies. Nor will Minnesota Technology be able to continue funding the Minnesota Cooperation
Office (MCO) and its effort to nurture small and growing technology businesses. Other services
which would be deleted from the operating budget include support for youth apprenticeship, which
helps older high school students bridge the gap between formal education and the real workplace.
Also cut would be Minnesota Technology’splan for assembling a database of post-secondary faculty
members available to help small businesses resolve technology and operational issues cost
effectively. The remainder of the budget reduction would be accommodated through increased
operating efficiencies.

In addition to the cuts from F.Y. 1994, the F.Y. 1995 operating budget would be reduced through
further efficiencies and elimination of an internship program which would have helped place college
students in Minnesota businesses, thereby providing technology assistance to companies, while
providing valuable experience to the students. The remainder of the revenue reduction would be
replaced by additional revenues through increased advertising sales in the Minnesota Technology
magazine.

As of August of 1992 Minnesota Technology was awarded a 6 year $12.9 million grant from the
Department of Commerce through the National Institute of Standards and Technology (NIST). As
a result of these additional resources, Minnesota Technology will be able to expand its services to
include Technology Transfer and Technology Workforce Development with the NIST funds and the
continued appropriated state required match resources.

EFFICIENCY MEASURES:

Minnesota Technology plays a supporting role with other partners in contributing toward the
achievement of Minnesota Milestone goals for "A prosperous people.” The corporation’s primary
objective is to strengthen Minnesota’s manufacturing sector leading to long term job creation and
job retention. Key to a stronger manufacturing sector is the companies’ adoption of and investment
in new technology. The following efficiency measures reflect these goals:
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BUDGET ACTIVITY:  Technology Services

PROGRAM:  Minnesota Technology Inc.
AGENCY  Minnesota Technology Inc.

(Continuation)

1994-95 Biennial Budget

Dollars in Thousands

F.Y. 1992 E.Y. 1993 E.Y. 1994 E.Y. 1995
Est Goals Goals

Number of manufacturers adopting or

proceeding with implementation of

advanced and/or automated manufacturing

technologies 526 706 1,000 1,000
Unit Cost $3.22
Investment in new equipment

and software $1,903 $4,000 $6,000 $8,000
Unit Cost $.0009
New employment generated 209 300 300 300
Unit Cost $4.87
Retained or enhanced employment 114 300 450 600
Unit Cost $2.98

Measures which Minnesota Technology has not yet quantified (but intends to over the next year)
include the number of companies which have increased revenues, and the number of companies

which have increased gross profits.

REVENUE:

This activity generates dedicated and non-dedicated revenue.

F.Y. 1991 F.Y.1992 F.Y.1993 F.Y. 1994 FE.Y. 1995

Type of Revenue:

Non-dedicated - Special -0-
Dedicated - Special $2,295
Dedicated - Federal -0-
GRANTS:

Minnesota Cooperative Office MCO) -0-
Various -0-

$757
$829
-0-

$150

Dollars in Thousands
Est. Plan
$ 570 $300 ,
$ 420 $420
$1,500 $3,000
-0- -0-
$1,140 $2,000

3819

Plan

$346
$420
$3,000

0
$2,000

PAGE D-60



1994-1995 BIENNTIAL BUDGET
(DOLLARS IN THOUSANDS)

AGENCY: MINNESOTA TECHNOLOGY INC
PROGRAM: MINNESOTA TECHNOLOGY
ACTIVITY: TECHNOLOGY SERVICES

FY 1994 FY 1995
Est. Current Agency Governor Current Agency Governor

ACTIVITY SUMMARY ’ FY 1991 FY 1992 FY 1993 Spending Plan Recommn. Spending Pian Recomm.
EXPENDITURES:
DETAIL BY CATEGORY:

STATE OPERATIONS:

PERSONAL SERVICES 1,398 2,075 3,382 3,140 2,817 3,054 3,140 2,766 3,056
EXPENSES/CONTRACTUAL SRVCS 917 1,046 1,014 960 1,010 960 960 1,061 960
MISC OPERATING EXPENSES 253 329 356 329 329 329 329 329 329
SUPPLIES/MATERIALS/PARTS 40 142 139 136 136 136 136 136 136
CAPITAL EQUIPMENT 1 59

SUBTOTAL STATE OPERATIONS 2,609 3,651 4,891 4,565 4,292 4,479 4,565 4,292 4,681
LOCAL ASSISTANCE 12,756 1,119 3,910 3,826 5,126 5,126 3,826 5,126 5,126
TOTAL EXPENDITURES 15,365 4,770 8,801 8,391 9,418 9,605 8,391 9,418 9,607
GOV'S INITIATIVES: FUND

(A) REVERSE AGENCY REDUCTION GEN 273 273
(A} SALARY PLANNING ESTIMATES GEN <86> <84>
TOTAL GOV'S INITIATIVES 187 189

SOURCES OF FINANCING:

DIRECT APPROPRIATIONS:

GENERAL 5,471 5,198 5,385 5,471 5,198 5,287
OPEN APPROPRIATIONS:

MINN TECHNOLOGY INC 4,712 6,800 1,000 800 800 1,000 800 800
SPECIAL REVENUE 38 420 420 420 420 420 420 420
STATUTORY APPROPRIATIONS: )

MINN TECHNOLOGY INC 20 81

SPECIAL REVENUE 15,365

FEDERAL 1,500 1,500 32,000 32,000 1,500 3,000 3,000
TOTAL FINANCING ' 15,365 4,770 8,801 8,391 9,418 9,605 8,391 9,418 9,607
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AGENCY : MINNESOTA TECHNOLOGY INC
PROGRAM: MINNESOTA TECHNOLOGY
ACTIVITY: TECHNOLOGY SERVICES

ACTIVITY SUMMARY

1994-1995 BIENNIAL BUDGET
(DOLLARS IN THOUSANDS)

TOTAL POSITIONS

FY 1994 FY 1995
Est. Current Agency Governor Current Agency Governor
FY 1991 FY 1992 FY 1993 Spending Pian Recomm. Spending Pian Recomn.
.0 .0 .0 .0 .0 .0 .0 .0
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1994-95 Biennial Budget

BUDGET ACTIVITY: AURI
PROGRAM:  Minnesota Technology, Inc.
AGENCY:  Minnesota Technology, Inc.

ACTIVITY DESCRIPTION:

The full narrative for this activity is found under a separate section in the budget for the
Agricultural Utilization Research Institute. The Governor recommends that base level for the AURI
be appropriated separately, to formalize the separation of these 2 entities. This includes $8,000,000
in General Fund appropriations and an estimated $200,000 in Special Revenue funds transferred
from the Department of Agriculture to the agricultural project utilization account under Section
1160.13 to be used for pesticide reduction grants. The stable base funding level recommended by
the Governor should allow the AURI to implement its program and give the Institute the leverage
to attract non-state funding.

REVENUE:
This activity generates dedicated and non-dedicated revenue.

Dollars in Thousands
F.Y. 1991 F.Y. 1992 F.Y. 1993 FE.Y. 1994 FE.Y. 1995

Type of Revenue:

Dedicated - Special $137 $75 $72 $60 $50
GRANTS:

AURI $9,250 $4,191 $3,325 $3,960 $3,950
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AGENCY :
PROGRAM: MINNESOTA TECHNOLOGY
ACTIVITY: AURI

1996-1995 BIENNTAL BUDGET

MINNESOTA TECHNOLOGY INC

(DOLLARS IN THOUSANDS)

FY 1994 FY 1995
Est. Current Agency Governor Current Agency Governor
ACTIVITY SUMMARY FY 1991 FY 1992 FY 1993 Srending Pilan Recomn, Spending Pian Recomin.
EXPENDITURES:
DETAIL BY CATEGORY:

LOCAL ASSISTANCE 9,250 4,191 3,325 4,325 3,960 60 4,325 3,950 50
TOTAL EXPENDITURES 9,250 4,191 3,325 4,325 3,960 60 4,325 3,950 50
GOV'S INITIATIVES: FUND
(A} REVERSE AGENCY REDUCTION GEN 200 200
(P) SEPARATE AURI GEN <4,000> <4,000>
(P) SEPARATE AURI SR <100> <100>
TOTAL GOV'S INITIATIVES <3,900> - <3,900>
SOURCES OF FINANCING:

DIRECT APPROPRIATIONS:

GENERAL 4,000 3,800 4,000 3,800
STATUTORY APPROPRIATIONS:

SPECIAL REVENUE 9,250 4,191 3,325 325 160 60 325 150 50
TOTAL FINANCING 9,250 4,191 3,325 G,325 2,960 60 4,325 3,950 50
POSITIONS BY FUND:

TOTAL POSITIONS .0 .0 .0 .0 .0 .0 .0 .0
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1994-95 Biennial Budget

BUDGET ACTIVITY: Minnesota Project Innovation (MPI)
PROGRAM:  Minnesota Technology Inc.
AGENCY:  Minnesota Technology Inc.

ACTIVITY DESCRIPTION:

Minnesota Project Innovation, Inc. (MPI) is a private, non-profit organization that assists the
successful formation and growth of Minnesota small businesses through:

8 Maximizing the receipt of federal research and development funds by high technology
companies through the Small Business Innovation Research (SBIR) program and assisting
them to commercialize developed technologies;

B Identifying and facilitating the transfer of technologies developed in federal laboratories for
commercialization and/or increased competitiveness; and

B Assisting small, small disadvantaged, women owned or minority busi to fully
bid on federal contracts, primarily within the Department of Defense (DOD), as prime and
or subcontractors.

Programs and services for the SBIR program include creating an awareness of this critical source
of no pay back funds for small business entreprencurs, assisting them in determining potential
research and development opportunities, current status of technical efforts in the area, proposal
preparation and review by an independent panel of technical and general grant writing experts,
business planning, securing additional financing and grant or contract administration. MPI’s one-of-
a-kind SBIR-SEARCH and FED LAB SEARCH data bases enable clients to quickly determine
federal agency needs that match their technology interests and capability. MPI services, combined
with maximum leveraging of other community resources, ensure proposals submitted by Minnesota
businesses are in the best competitive posture possible. Successful award winners may receive up
to $100,000 for Phase I awards and those with the most potential are eligible for up to $750,000 in
Phase II. Fifty-eight of 75 Minnesota companies receiving over $36 million in federal R&D funds
since 1984 report an increase of 1,636 new jobs, 242 of which were directly attributed to receiving
the award. The average annual salary is $38,750.

Programs and services for the transfer of technologies from the federal laboratories create an
awareness of the $70 billion of federally funded research and development conducted annually, much
of it being directly relevant to the needs of a significant number of Minnesota businesses interested
in transferring this technology to satisfy their neceds. MPI has teamed with the Battelle Memorial
Institute of Ohio as the Minnesota affiliate in a 5 year Congressionally directed program that forms
the Great Lakes Technology Transfer Center (GLITeC) for 6 Great Lake states. This affiliation with
the National Acronautics and Space Agency’s (NASA) national technology transfer network and its
supporting data bases, along with those unique to MPI and the Federal Laboratory Consortium,
provides an unparalleled opportunity for MPI as a partner with the Upper Midwest Manufacturing
Technology Center, a division of Minnesota Technology, Inc., to assist Minnesota businesses in
matching federally developed technologies to their needs and in accomplishing the transfer through
the appropriate mechanism, i.e., licensing, cooperative research and development agreements, etc.

Programs and services for procurement assistance focus on the states small, small disadvantaged,
women owned or minority businesses in 70 of the states 87 counties to increase the amount of

federal procurement dollars awarded to them by the Department of Defense and the other federal
agencies. MPI's electronic bid matching services enable the solicitation in the Commerce Business
Daily (CBD) and 4 of 6 Defense Logistics Agency buying centers to be quickly scanned daily and
matched to Minnesota clients products and services. The magnitude of DOD’s procurement activity
of $90-100 billion annually makes it an attractive market to pursue with increased emphasis being
placed on research and development and goods and services being ordered in smaller quantities and
more frequently. MPI will assist the client to get entered on the appropriate agency bidder lists,
obtain required specifications, drawings and standards, obtain the solicitation package and previous
bid history, interpret the Federal Acquisition Regulations, assist in identifying required sources of
financing, and pre- and post award administration requirements and activity. During the program’s
first year, Minnesota small businesses, with MPI’s assistance, received over $7.4 million in federal
contracts.

All MPI programs and services support the governor’s initiative for a prosperous economy and
assistance to the disenfranchised community. They also compliment Minnesota Technology, Inc.
efforts in economic development for increased efficiencies and competitiveness of Minnesota
business with good, skilled positions paying high wages.

BUDGET ISSUES:

The main budget issue is continuing the required level of quality assistance needed by MPI clients.
MPD’s services are normally provided at no or low cost to small business entrepreneurs with limited
financial assets or a very limited ability to atiract outside financing due to the high risk associated
with early stage technology firms. Approximately 21% of clients are not in business when initially
supported by MPI and another 58% have been in business for less than three years. MPI is
continually evaluating the services provided to ascertain those where a reasonable fee could be
assessed without becoming a deterrent to successfully bidding on a federal contract or fostering
innovations with a potential pay back to the state in terms of new technology-based small businesses
with employees earning an average salary twice the states per capita income.

The reduction this biennium to MPI in the agency’s budget plan will have the following effects:

Reduced marketing efforts;

A 50% reduction in staff training;

Reduced in-state travel funds;

Elimination of membership in all professional organizations;
Reduction of out-of-state travel; and

A 25% reduction in proposal review services;

These reductions are made to a budget which was restructured for the F.Y. 1992-93 biennium with
reductions in rent, office supplies, and other administrative expenses. In addition, the marketing
program was completely revamped with the result being reduced costs and a 330% increase in
requests for assistance. The net effect of the F.Y. 1994-95 reduction will be some level of
degradation of capability to exploit the total return possible to Minnesota businesses from various
federal sector opportunities and to offer the level of individualized assistance required by the
majority of MPI clients. To reduce the impact of this reduction, MPI will conduct a fund raising
campaign in the private sector and charge reasonable fees for services. The amount realized from
these efforts will be directed to client services in the restoration of the full proposal review and
marketing activities.

State funds received through this grant are leveraged to obtain federal funds in support of MPIL
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1994-95 Biennial Budget

BUDGET ACTIVITY:  Minnesota Project Innovation (MPI)
PROGRAM:  Minnesota Technology Inc.
AGENCY:  Minnesota Technology Inc.
(Continuation)

programs and services. For F.Y. 1994, $314,000 federal doliars will be obtained from the Small
Business Administration, Defense Logistics Agency and the National Aeronautics and Space
Administration on a one-for-one matching basis. In F.Y. 1995, $320,000 will be obtained from
those organizations under the same arrangement. In addition, the leadership contribution of 2 major
private sector contributors will be sustained by the receipt of this grant.

Funds received from the grant will facilitate MPI’s support of more than 550 clients each year
actively seeking to secure federal research and development funds, contracts for goods and services
and technologies developed in federal laboratories.

EFFICIENCY MEASURES:

F.Y. 1991 F.Y. 1992 F.Y. 1993 F.Y. 1994 F.Y. 1995

B Value of SBIR program to Minnesota:
Federal R&D dollars awarded to
Minnesota businesses for every

state dollar invested in MPI $51.66 $55.75 $58.00 $60.50 $75.00

State investment in creating each new
job under the SBIR program $2,500 $2,500 $2,500 $ 2,500

Personal income resulting from
every state dollar invested in MPI $15.25 $15.65 $16.05 $16.50

& Value of the transfer of federal technology to Minnesota:

Transfers accomplished N/A N/A 7 10 12
Cost per transfer N/A N/A $6,050 $4,240 $3,500
Transfer results

@ New jobs created N/A N/A 2 3 4
B8 Jobs retained N/A N/A 1 1 1
# Increased sales N/A N/A 3% 3% 3%
B Increased market share N/A N/A 2% 2% 2%

E.Y. 1991

E.Y. 1992 F.Y. 1993 F.Y. 1994 E.Y. 1995

@ Value of the Procurement Assistance program to Minnesota:

Federal dollars received by
Minnesota businesses with

N/A $5M  $525M $55M

N/A $25.00 $25.75 $26.50

Dollars in Thousands

F.Y. 1992 F.Y. 1993 F.Y. 1994 F.Y. 1995

MPI assistance N/A
Federal dollars awarded to

Minnesota businesses for every state

dollar invested in the program N/A
REVENUE:

None.

E.Y. 1991

GRANTS:
MFPI (through

Minnesota Technology) $120
MPI (through DTED) $-0-

$120 $114 $469 3469

$400 $380 $-0- $-0-
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AGENCY : MINNESOTA TECHNOLOGY INC

PROGRAM: MINNESOTA TECHNOLOGY
ACTIVITY: MINNESOTA PROJECT INNOVATION

1996-1995 BIENNIAL BUDGET
(DOLLARS IN THOUSANDS)

FY 1994 FY 1995
Est. Current Agency Governor Current Agency Governor
ACTIVITY SUMMARY FY 1991 FY 1992 FY 1993 Spending Pian Recomm. Spending Plan Recomn.
EXPENDITURES:
DETAIL BY CATEGORY:

LOCAL ASSISTANCE 520 496 496 469 494 494G 469 494G
TOTAL EXPENDITURES 520 494 494 469 494 494 469 494
GOV'S INITIATIVES: FUND
(A} REVERSE AGENCY REDUCTION GEN 25 25
TOTAL GOV'S INITIATIVES 25 25
SOURCES OF FINANCING:

DIRECT APPROPRIATIONS:

GENERAL 494 469 %494 494 469 494
OPEN APPROPRIATIONS:

MINN TECHNOLOGY INC 520 494
TOTAL FINANCING 520 494 496G 469 494G 696 469 494
POSITIONS BY FUND:

TOTAL POSITIONS .0 .0 .0 .0 .0 .0 .0 .0 .0
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1994-95 Biennial Budget

BUDGET ACTIVITY: Minnesota Project Outreach (MPO)
PROGRAM:  Minnesota Technology Inc.
AGENCY:  Minnesota Technology Inc.

ACTIVITY DESCRIPTION:

Minnesota Project Outreach (MPO) is a public/private venture to facilitate the transfer of technology
and scientific advice from the University of Minnesota and other institutions to businessesin the state
that may make economic use of the information; and to assist small and medium sized business in
finding technical and financial assistance providers that meet their needs.

MPO is committed to maintaining the competitiveness of these businesses in the state by making
state-of-the-market expertise and information readily available and easily accessible. These
information services are delivered by a Minnesota vendor, Teltech, Inc., providing MPO users with
the following:

Science and Technology Expert Network;

Literature Searching and Document Delivery;
Technical Help staff;

Business Assistance Information and Referral;
University of Minnesota Licensable Technology;
University of Minnesota Technical Research Projects;
Vendor Identification Service; and

Sentry Service;

For the first time, small and medium sized companies have access to the type of information enjoyed
by large companies, and rural companies face a level playing field in terms of access to technical
information. The majority of MPO users are very small companies, with fewer than 10 employees
and under 2 million dollars in annual revenue. More than half of the users are located outside the
greater Twin Cities area.

BUDGET ISSUES:

Faced with sharply declining legislative support for F.Y. 1993, MPO has already been forced to
review and restructure its service level. The challenge has been to continue to bring value to MPO’s
users while operating at a much reduced scale. We have identified a number of arcas in which to
cut operating costs, including shared administrative office space with Minnesota Technology Inc.
We are in the process of reducing the number of Public Access sites dependent upon the Site’s past
level of activity. MPO has also asked charter subscribers to pay a portion of their annual
subscription fee.

EFFICIENCY MEASURES:

The efficiency measures of the services offered by MPO can be quantified by a study undertaken
in February 1992 by the staff of the United States House of Representatives small business
commiittee.

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

E.Y. 1992 E.Y. 1995

Increase in Profits in Subscribing
companies $22,000 $24,000 $30,000 $35,000

REVENUE:
None.
GRANTS:

MPO $1,000 $947 $900 $900
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AGENCY: MINNESOTA TECHNOLOGY INC

PROGRAM: MINNESOTA TECHNOLOGY

ACTIVITY: MINNESOTA PROJECT OUTREACH

1996-1995 BIENNIAL BUDGET
(DOLLARS IN THOUSANDS)

FY 1994 FY 1995
Est. Current Agency Governor Current Agency Governor
ACTIVITY SUMMARY FY 1991 FY 1992 FY 1993 Spending Pian Recomm. Spending Plan Recomm.
EXPENDITURES:
DETAIL BY CATEGORY:

LOCAL ASSISTANCE 947 947 900 947 97 200 97
TOTAL EXPENDITURES 967 97 900 97 947 200 947
GOV'S INITIATIVES: FUND
{A) REVERSE AGENCY REDUCTION GEN 47 47
TOTAL GOV'S INITIATIVES 47 &7
SOURCES OF FINANCING:

DIRECT APPROPRIATIONS:

GENERAL 947 900 947 947 900 97
OPEN APPROPRIATIONS:

MINN TECHNOLOGY INC 947
TOTAL FINANCING 947 947 900 947 967 900 947
POSITIONS BY FUND:

TOTAL POSITIONS .0 .0 .0 0 .0 .0 .0 .0 .0
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BUDGET ACTIVITY:  Minnesota Inventors Congress (MIC)
PROGRAM:  Minnesota Technology Inc.
AGENCY:  Minnesota Technology Inc.
ACTIVITY DESCRIPTION:

The Minnesota Inventors Congress (MIC) is a volunteer, nonprofit organization dedicated to
serving inventors through encouragement of invention and innovation, and the provision of
information, assistance and support at all phases of the innovative process.

The Minnesota Inventors Congress expanded services through the Inventors Resource Center (IRC)
to strengthen and improve services to further the development of one of Minnesota’s important
economic resources - the innovative individual.

The MIC strives to achieve its mission by pursuing the following objectives through the:

A. Establishment of a focal point for an invention support system including an Advisory Council;

B. Coordination of an invention support system, while protecting, enriching, and promoting
existing activities;

C. Promotion of invention research, with resultant knowledge to be disseminated to Minnesota
educational systems; and

D. Development of a fiscal design for the state-wide invention support system.

In addition, the MIC enhances and maximizes the legislative funds by sponsoring the Congress
which serves up to 10,000 inventors and business resources annually. Funding for the Congress is
raised independently. Dollars invested today produce the marketable products of tomorrow.

BUDGET ISSUES:

The Minnesota Inventors Congress will accomplish the above educational and economic impacted
activities through the Inventors Resource Center year-round support system with the assistance of
the $75,000 annual legislative appropriation. This grant has been provided to our 501(c)3
organization since 1985, without increase in state funding, as we continued to expand services. Due
to the F.Y. 1993 5.3% budget cut, MIC was forced to reduce funding support of the Minnesota
Student Inventors Congress (MSIC) program by 50%. This vital program, serving K-12th grade
students statewide, is the foundation for developing Minnesota’s inventor entrepreneur and economic
future.

In order to maintain the core inventors support services with the additional 5% F.Y. 1994-95
biennium cut, the MIC must weigh the following options:

1. Eliminate support of the MSIC in full, or

2. cut the MSIC program an additional 25 %, with remaining dollars taken from inventors
support services; reduction of 1 of 3 full-time positions to part-time; staff training and
travel; and program marketing.

The MIC requests the F.Y. 1994-95 $135,000 grant be provided to our organization which has a

proven record of 35 years of successfully serving independent inventor entrepreneurs globally.

EFFICIENCY MEASURES:

E.Y. 1990

F.Y. 1991 FE.Y. 1992 F.Y. 1993 FE.Y. 1994

Number of documented inventions
currently marketed

Number of inventor entrepreneurs
served via education and
assistance

Number of student inventors served
via Minnesota Student
Inventors Congress (MSIC)

Dollar per MSIC student served

Number of invention-related
resources through IRC

Number of inventor exhibitions/
seminars sponsored

Number of newsletters provided to
inventor members and
organizations

Percentage response from inventor
needs survey

20

2,728

983

$9.16

490

13%

Number of seminars for public education 3

Number of news releases for public
education

REVENUE:
None.

GRANTS:

666

4,516

4,271

$2.11

1,367

428

723

Dollars in Thousands

E.Y. 1991 F.Y. 1992 F.Y. 1993

4,658

7,397

$1.22

1,569

482

15%

745

4,000 4,000

4,000 0-$4,000

§$1.13 §.00-.84

1,869 1,869
4 4
400 400
18% 18%
7 7
700 760

E.Y. 1994 FE.Y. 1995

MIC

$75

$75

$71

$67 $67
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1994-1995 BIENNIAL BUDGET
(DOLLARS IN THOUSANDS)

AGENCY: MINNESOTA TECHNOLOGY INC
PROGRAM: MINNESOTA TECHNOLOGY
ACTIVITY: MINNESOTA INVENTORS CONGRESS

FY 1994 FY 1995
Est. Current Agency Governor Current Agency Governor
ACTIVITY SUMMARY FY 1991 FY 1992 FY 1993 Spending Plan Recomm. Spending Plan Recomm.
EXPENDITURES:
DETAIL BY CATEGORY:

LOCAL ASSISTANCE 75 71 71 67 71 71 67 71
TOTAL EXPENDITURES 75 71 71 67 71 71 67 71
GOV'S INITIATIVES: FUND
(A} REVERSE AGENCY REDUCTION GEN : G 3
TOTAL GOV'S INITIATIVES G 9
SOURCES OF FINANCING:

DIRECT APPROPRIATIONS:

GENERAL 71 67 71 71 67 71
OPEN APPROPRIATIONS:

MINN TECHNOLOGY INC ' 75 71
TOTAL FINANCING ) 75 71 71 67 71 71 67 71
POSITIONS BY FUND:

TOTAL POSITIONS .0 .0 .0 .0 .0 .0 .0 .0 .0
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1994-95 Biennial Budget
BUDGET ACTIVITY:  Natural Resources Research Institute

PROGRAM:  Minnesota Technology Inc.
AGENCY: Minnesota Technology Inc.

ACTIVITY DESCRIPTION:

Several factors led to establishment of the Natural Resources Research Institute (NRRI) almost a
decade ago, including: a)loss of jobs in Northeastern Minnesota due to the decline of the taconite
industry: b) realization that economic diversification was needed in natural resource dependent
regions of Minnesota: and c) recognition that quality of life was also dependent on understanding
and maintaining Minnesota’s unique natural environment. Thus, from its inception, NRRI’s mission
has been: "To foster economic development of Minnesota’s natural resources in an environmentally
sound manner to promote private sector employment.” To accomplish this mission, the Institute has
adopted 3 goals: 1) involvement in near-term economic development efforts to promote private
sector job creation and retention: 2) to do applied research in focused natural resource areas to
develop products, processes and services that will benefit Minnesota: and 3) to do research that will
improve the knowledge base required for sound future economic and environmental decisions. The
above mentioned reasons for establishing NRRI, and its mission and goals, are very closely
reflected in the themes and goals of Minnesota Milestones, particularly those relating to "A
Prosperous People” and "Our Surroundings”. In fact, NRRI represents a unique, practical and
results oriented model for helping Minnesota to achieve Minnesota Milestone goals relating to
economic development and the environment in regions of the state given particular emphasis in the
Milestones document.

Measuring success with regard to research or economic development is difficult and the imprecise.
Two recent studies by consultants, however, give some insights into accomplishments of NRRI. In
one analysis a consultant has concluded that NRRI has been responsibie for creating 315 new jobs
and 157 spinoff jobs. The expected lifetime benefit of these jobs is projected to be $87 million.
In a second study, a survey of 123 clients of the NRRI Business Group attributed the Institute with
creating an average of 3.4 new jobs per company and retaining 5.0 jobs per company. Some of the
specific accomplishments of Minnesota Technology Inc. (MTD) applied research/idea evaluation
projects include: a) development and commercialization of a peat based oil absorbent, being
produced in truck load quantities by 2 cooperating Minnesota companies in the Floodwood area; b)
announcement by a Canadian client company working with NRRI, on a composite truck flooring of
a plant in Redwing that will initially employ 35; c) helping a small client company develop the
geological information that led to attracting a large mining company as a partner and subsequent
announcement of an environmental feasibility study for a copper-nickel precious metals mining
operation in Northeastern Minnesota with potential to employ several hundred; and d) development
of a partnership in which a large Australian company will invest up to $500,000 to scale up
processing methods, developed in the previous years research, on ore from a known deposit that is
potentially the richest in North America.

BUDGET ISSUES:
NRRI has leveraged its state special monies overall by about 2 to 1. The $900,000 in MTI funding

(which reflects a 5% cut from F.Y. 1993) is unique, however, in that it is directly used to a large
extent on very applied research and development, technical service, or idea evaluation efforts, in

partnership with industry or entrepreneurial collaborators. Matching funds, primarily from industry,

(including in-kind) have grown each year since the program started to better than a one-to-one match
on average. Typically, about 20 to 25 applied research projects are ongoing each year and account
for most of the MTI funding. Smaller amounts are spent on idea evaluation grants to small
companies or entrepreneurs on a matching basis (maximum of $7,000 per project) and on technical
service. Thus budgetary constraints will dictate that 1 or 2 less applied research projects will be
undertaken in F.Y. 1994 in a climate where good projects already must be rejected in the proposal
and review process.

EFFICIENCY MEASURES:
F.Y. 1991 F.Y. 1992 F.Y. 1993 E.Y. 1994 FE.Y. 1995

Ratio of matching funding for
projects (primarily from ind.
including in-kind) to
Minnesota Technology funds 25 8 1.2 1.2 1.2

Ratio of measured present value of
regional income from jobs generated
to total state operating expenditures
for NRRI since inception 8.5 10.0

Ratio of total NRRI budget to state
operating special 31 33 4.0 4.0 4.0
REVENUE:

None.

Dollars in Thousands
F.Y. 1991 F.Y. 1992 F.Y. 1993 F.Y. 1994 FE.Y. 1995

GRANTS:

NRRI i $1,000 $1,000 $947 $900 $900

PAGE D-72



1994-1995 BIENNTAL BUDGET
(DOLLARS IN THOUSANDS)

AGENCY: MINNESOTA TECHNOLOGY INC
PROGRAM: MINNESOTA TECHNOLOGY
ACTIVITY: NATURAL RESOURCES RESEARCH INSTITU

FY 1994 FY 1995
Est. Current Agency Governor Current Agency Governor
ACTIVITY SUMMARY FY 1991 FY 1992 FY 1993 Spending Pilan Recomm. Spending Pian Recomn.
EXPENDITURES:
DETAIL BY CATEGORY:

LOCAL ASSISTANCE 1,225 - 1,000 947 97 200 947 947 900 947
TOTAL EXPENDITURES 1,225 1,000 947 947 900 967 947 900 947
GOV'S INITIATIVES: FUND
(A) REVERSE AGENCY REDUCTION GEN 47 47
TOTAL GOV'S INITIATIVES 47 47
SOURCES OF FINANCING:

DIRECT APPROPRIATIONS:

GENERAL 947 200 947 967 900 967
OPEN APPROPRIATIONS:

MINN TECHNOLOGY INC 1,000 967
STATUTORY APPROPRIATIONS:

SPECIAL REVENUE 1,225
TOTAL FINANCING 1,225 1,000 947 947 900 947 947 900 947
POSITIONS BY FUND:

TOTAL POSITIONS .0 ‘ .0 .0 .0 .0 .0 .0 .0 .0
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BUDGET ACTIVITY: Minnesota Council for Quality
PROGRAM:  Minnesota Technology Inc.
AGENCY:  Minnesota Technology Inc.

ACTIVITY DESCRIPTION:
The Minnesota Council for Quality (MCQ) promotes increased awareness of quality and productivity

and their importance to Minnesota’s global economic competitiv MCQ conducts a quality
award program based upon the National Malcolm Baldridge Award.

BUDGET ISSUES:
A 5% reduction of funding would not effect the programs at all for the following reasons:

1. We expect a continued slowing of demand for grant funds for the development of new
Community Quality Councils;

2. Our Private sector support continues to grow; and

3. Improved effectiveness at leveraging our private and state dollars.

EFFICIENCY MEASURES:
F.Y. 1991 F.Y. 1992 F.Y.1993 F.Y. 1994 E.Y. 1995

MQA Applications Sent 2000 5000 6000 6000 6000
MQA Attendees at Annual Banquet 1100 1400 1500 1500 1500
Educational Institutions reached 16 62 75 75 75
MQA Qualified Examiners 147 175 180 200 220
REVENUE:
None.

GRANTS:

MCQ (through DTED) $98,000  $88,000

MCQ (through

Minnesota Technology Inc) $84,000 $84,000
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AGENCY :
PROGRAM:

MINNESOTA
MINNESOTA

ACTIVITY: MINNESOTA

TECHNOLOGY INC
TECHNOLOGY

COUNCIL FOR QUALITY

1994-1995 BIENNIAL BUDGET
(DOLLARS IN THOUSANDS)

GENERAL

FY 1994 FY 1995
Est. Current Agency Governor Current Agency Governor
ACTIVITY SUMMARY FY 1991 FY 1992 FY 1993 Spending Plan Recomn. Spending Plan Recomm.
DETAIL BY CATEGORY:

LOCAL ASSISTANCE 98 88 88 84 88 88 84 88
TOTAL EXPENDITURES 98 88 88 8% 88 88 84 88
GOV'S INITIATIVES: FUND
(A} REVERSE AGENCY REDUCTION GEN G G
TOTAL GOV'S INITIATIVES G G
SOURCES OF FINANCING:

DIRECT APPROPRIATIONS:
88 84 88 88 84 88
OPEN APPROPRIATIONS:

MINN TECHNOLOGY INC 98 88
TOTAL FINANCING 98 88 88 84 88 88 84 88
POSITIONS BY FUND:

TOTAL POSITIONS .0 .0 .0 .0 .0 .0 .0 .0 .0
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BUDGET ACTIVITY:  High Tech Corridor Corporation

PROGRAM:  Minnesota Technology Inc.
AGENCY:  Minnesota Technology Inc.

ACTIVITY DESCRIPTION:

High Tech Corridor Corporation (HTCC) is intended to:
8 Enhance the expansion of Minnesota’s technology-intensive business sector as a whole;

8 Create a complex of facilities and services adjacent to the University of Minnesota which
will foster the growth of science and technology-intensive businesses throughout the state of
Minnesota;

& Promote the creation and incubation of new technology-intensive businesses which will
expand and relocate throughout the state; and

8  Strengthen the linkages between the creative atmosphere and energy of the University of
Minnesota and the technology-intensive sector of the State.

BUDGET ISSUES:

HTCC has been funded by 3 public entities — the University of Minnesota, the city of Minneapolis
and the state of Minnesota. The amounts provided by each has varied; but the original amounts
were $60,000 each. The state and the University support has diminished and sometimes been
offered as in-kind service.

EFFICIENCY MEASURES:
Dollars in Thousands
F.Y. 1992 F.Y. 1993 F.Y. 1994 F.Y. 1995
Annual Tax production $225,000 $160,000 $160,000 $160,000
GRANTS:
HTCC $50,000 $47,500 $47,500
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1994-1995 BIENNTIAL BUDGET
(DOLLARS IN THOUSANDS)

AGENCY: MINNESOTA TECHNOLOGY INC
PROGRAM: MINNESOTA TECHNOLOGY
ACTIVITY: HIGH TECH CORRIDOR CORPORATION

FY 1994 FY 1995
Est. Current Agency Governor Current Agency Governor
ACTIVITY SUMMARY FY 1991 FY 1992 FY 1993 Spending Plan Recomm. Spending Plan Recomm.
EXPENDITURES:
DETAIL BY CATEGORY:

LOCAL ASSISTANCE 50 50 47 50 50 47 50
TOTAL EXPENDITURES 50 50 47 50 50 47 50
GOV'S INITIATIVES: FUND
(A} REVERSE AGENCY REDUCTION ' GEN k9 3
TOTAL GOV'S INITIATIVES 3 3
SOURCES OF FINANCING:

DIRECT APPROPRIATIONS:

GENERAL . 50 47 50 50 47 50
OPEN APPROPRIATIONS:

MINN TECHNOLOGY INC B0
TOTAL FINANCING 50 50 47 50 50 47 50
POSITIONS BY FUND:

TOTAL POSITIONS .0 .0 . .0 .0 .0 .0 .0 .0
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1994-95 BIENNIAL BUDGET

PROGRAM STRUCTURE

AGENCY: IRON RANGE RESOURCES AND REHABILITATION, BOARD OF (IRRRB)

PROGRAM PAGE
AGENCY ADMINISTRATION D-85

General Support
Corpus Drawdown

TOURISM DEVELOPMENT D-S1

Tourism Activitics
Tourism Facility Construction

COMMUNITY DEVELOPMENT D97
Resource Rehabilitation
Environmental Development Grants
Local Economic Development Projects
Mineland Reclamation

BUSINESS DEVELOPMENT . D-108

Business Development
Taconite Industry Enhancement
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Iron Range Resources and Rehabilitation Board - October 1992

Commissioner
IRRR Board Attorney General
__________ —| Cur. Pos. 0 y
Cur. Pos. 1.0
Deputy Commissioner
Cur. Pos. 1.0
Tourism Activities Business Development Community Develbp-ment Administrative Support
Activities Activities
Cur. Pos. 52.6 Cur. Pos. 6.0 ‘
————————————— Cur. Pos. 10.7 Cur. Pos. 2.0
———————————— — P
_ Trails Grants Public Information
Giants Ridge Mineland Reclamation Administrative Secretary
Research Center
Ironworld USA
Tourism Plan./Development
Advertising Sales & Concessions
[ ]
Building Demolition Administrative Support Activities
Cur. Pos. 6.0 Cur. Pos. 18.7

Vehicle Shop
Labor Pool
General Support
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Iron Range Resources and Rehabilitation Board

Position and Employee Status Information

Position Reconciliation:

Employees by Employment Status:

Authority
Legislative Complement:

Total Permanent Positions
Other Complement (FTE)
TOTAL Positions
Employees on 6/30/92

Current

F.Y. 1993

99.0
125.0
224.0
175.0

Requested

for 6/30/95

99.0
115.0
214.0

6/30/92

Full-Time Unlimited 90.0
Full-Time Seasonal 1.0
Part-Time Temporary 84.0
TOTAL 175.0
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1994-95 Biennial Budget

AGENCY: Iron Range Resources and Rehabilitation, Board of (IRRRB)

MISSION STATEMENT:

The Iron Range Resources and Rehabilitation Board (IRRRB) is a regionally based state agency
charged with the development of the remaining resources of northeastern Minnesota. Operating
under authority granted and governed by M.S. 298.22, .223, .227 and .29, Laws of Minnesota 1992
and associated statutes, the mission of the agency includes the:

8 Promotion of economic development, including the promotion of tourism,

8 reclamation, restoration and enhancement of those areas which are adversely affected by
environmentally damaging operations involved in mining taconite and iron ore and which are
not otherwise provided for by state law; and

B economic rehabilitation and diversification of industrial enterprises adversely affected by a
decline in the mining industry, including the vocational training and rehabilitation of residents
dislocated or unemployed as a result of such decline.

With the exception of programs which this agency administers for Carlton and Koochiching counties
in accordance with M.S. 298.17, agency expenditures are restricted to those within or for the benefit
of a tax relief area defined in M.S. 273.134, including all or part of Cook, Lake, St. Louis, Itasca,
Crow Wing and Aitkin counties.

The budget request for this biennium is organized into 4 basic programs: Agency Administration,
Tourism Development, Community Development and Business Development.

Agency Administration includes the Office of the Commissioner, General Support and other
activities which provide for the management of and support services to all other IRRRB programs.

Tourism Development funds the operation of facilities and programs at Giants Ridge, Ironworld
USA and the Iron Range Research and Interpretative Centers; a recreational trails program; and
grants to local governments and tourism organizations for the promotion of regional tourism.

The Community Development Program includes grants to local governments and nonprofit
organizations for local economic projects, including water and sewer systems and other public
works; research and planning expenditures; building demolition and mineland reclamation activities.

The Business Development Program seeks both to retain existing jobs and create new jobs by
assisting private businesses. Marketing, building and storefront renovation programs focus on
existing businesses. A variety of financing options are packaged for expanding and new businesses.
Recruitment of new enterprises to northeastern Minnesota is a special feature of the program.
Information and referral services are also provided.

MINNESOTA MILESTONES:

The work of the IRRRB focuses on the "Prosperous People” theme. However, certain IRRRB
programs also address the other 4 Milestone themes, especially the "Caring and Secure Community"
and "Our Surroundings” categories. Some examples of Milestones goals addressed by IRRRB
programs are:

Building Demolition: Enhanced surroundings
Safe communities
Economic Development

Business Development: Job creation and retention
Economic development/diversification

Community Development: Enhanced surroundings
Safe communities
Economic development
Enjoying state’s natural resources

Giants Ridge: Tourism
Increased recreational participation

Ironworld USA; Iron Range
Research and Interpretative
Centers: Tourism
Increased cultural participation
Life-long learning

Mineland Reclamation: Improved air, water and earth
Enjoying state’s natural resources.
Tourism

Tourism Development/
Trails: Economic development/diversification
Enjoying state’s natural resources
In keeping with the "We the People” theme, the IRRRB statutory authorities are both broad and
flexible. Over the years, this has allowed the agency to quickly respond to the changing needs of -
the Taconite Tax Relief Area.
CLIMATE:
The following factors are shaping the development of policies and programs at the IRRRB:

Taconite Industry: Most IRRRB revenues are derived from taconite production taxes levied on the
mining companies in lieu of local property taxes. As such, these revenues decrease with downturns
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1994-95 Biennial Budget

AGENCY: Iron Range Resources and Rehabilitation, Board of (IRRRB)
(Continuation)

in taconite production, which correspondingly diminishes the IRRRB’s ability to fund projects and
programs. However, the urgency of IRRRB assistance is heightened when the taconite industry
falters.

Hence, the agency has historically displayed a tendency to carry forward fund balances from 1 fiscal
year to the next. This safeguard, combined with the "three-year-average” provision of the taconite
tax formula, insures that the agency and the region have adequate time to react and adjust to
changing fiscal parameters.

Age and Outmigration of Population: Consistent with state and national trends, an increasing
proportion of northeastern Minnesota’s population is older. Thus, the major costs of supporting the
region’s physical and programmatic infrastructure is spread among a proportionately smaller
population of taxpayers in their peak earning years. This trend is exacerbated by the outmigration
of generally younger residents of child-bearing age forced to leave the region in pursuit of economic
opportunities.

Creating new economic opportunities to retain and return younger people to northeastern Minnesota
is the most important challenge facing the IRRRB.

Dependence on Natural Resource-Based Industries: The northeastern Minnesota economy is
based on the 3 T’s: Taconite, Timber and Tourism. These 3 economic sectors either directly or
indirectly comprise the major portion of the gross regional product. However, the information age
and the global economy, coupled with increasing environmental pressures and the national recession,
have combined to threaten these traditional economic mainstays. Thus, within the limitations of truly
global forces, the IRRRB secks to strengthen the viability of the 3 T’s while simultaneously
supporting economic diversification efforts in new and innovative economic sectors.

Geographic Scale & Remoteness: Northeastern Minnesota must continually overcome size and
locational impediments to economic development. The region is vast. (St. Louis County, alone, is
larger than several states.) Distances within the region are great, as are distances from major markets
such as the Twin Cities and beyond.

The IRRRB must utilize technological advances in the areas of information and telecommunications
to mitigate the region’s geographical disadvantages. We must highlight regional advantages such as
quality rail, highway and airport systems. We must work to change common misconceptions about
our region by publici