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1998-99 Biennial Budget

AGENCY: Legislature

MISSION:

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

LEGISLATIVE COORDINATING COMMISSION (I.CC)-GENERAL SUPPORT

The commission, established in 1973, coordinates certain activities of the Senate and House of
Representatives and serves ‘as an umbrella organization over joint agencies and legislative
commissions: ]t determines .the benefits for all employees and health and -hospital benefits for
legislators. - The -commissiori’ reviews budget requests and establishes the complement for all
commissions and joint agencies under its jurisdiction. The LCC also sets the compensation for all
employees under its jurisdiction. The presxdent of the Senate and the speaker of the House alternate
annually as chairperson. The commission provides staff support for the Compensation Council, the
Regent Candidate, Advnsoxy Council and the Higher Education Board Candidate Advisory Council.

The LCC’s. Geographlc Information Systems office (formerly Redistricting) provides computer
mapping and geographic analysis for the legislature.

Complement: 7 full—time 2 paft—time

A CC JOINT SUBCOMMI’I'I'EE OH EI_\QLOYEE RELATIOES

The commission was ongmally establlshed in 1979 and assists the legislature by momtonng the
collective bargaining process between the state and its emp]oyees and ratifying negotiated agreements
and arbitrated awards pursuant fo statute. The commission also reviews anid approves the
Commissioner’s and Managers Pay Plans for unrepresented employees of the state ‘who are not
covered by collective bargaining units. In addition, the Governor’s salary proposal for agency heads
is reviewed for ratification. Other duties include the monitoring of the State Civil Service System;
conduct research and prepare studies as directed, and performing other functions as delegated by the
legislature.

Complement: 1.5

LEGISLATIVE COMMISSION ON THE ECONOMIC STA S OF WOMEN {LC

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

Cbmplemeﬁt: 3

LEGISLATIVE COMMISSION ON PLANNING AND FISCAL POLICY

The commission was established in 1987 and is to study and evaluate the actual and projected
expenditures by state government, the actual and projected sources of revenue that support these
expenditures, and the various options available to meet the state’s future fiscal needs. In 1988, the
duties were expanded requiring study and review of particular items and requiring recommendations
to the legislature. In addition to projected state revenue, expenditures and tax expenditures, other
subjects include economic and fiscal policy, mix of revenue sources for programs, investigation of
state building needs and other related matters.

Complement: 1

LEGISLATIVE COMMISSION ON PENSIONS AND RETIREMENT

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

Complement: 3.5

GREAT LAKES COMMISSION

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

Complement: 0

LEGISLATIVE REFERENCE LIBRARY (I.RL)

The Legislative Reference Library (established in 1969) collects, indexes and makes available public
policy information tg members and staff of the legislature. The library’s main clientele are legislators
and legislative staff; LRL also serves executive agencies and the public. State law requires 6 copies
of all publications of state agencies, boards, commissions, etc. and 1 copy of all state funded
consultants” reports be deposited with LRL. Rules of the House and Senate assign the director a
custodial role with respect to the floor and committee tape recordings and accompanying minutes and
logs. Public access to these materials is also required by rule.

Complement: 17 full-time equivalents

REVISOR OF STATUTES

‘A nonpartisan professional joint legislative agency providing drafting, publication, and miscellaneous

other services to the legislature, executive departments, and to the Governor. Drafting services
consist primarily of bills and administrative rules. Publications consist of Laws of Minnesota,
Minnesota Statutes, Minnesota Rules, and miscellaneous minor publications. Other services include
computer and administrative support for the legislature. The Office of the Revisor of Statutes was
established in 1939 under the jurisdiction of the Supreme Court (although the function of revising
statutes had been in existence since 1851). The Revisor’ s Office was moved to the legislature under
the jurisdiction of the LCC in 1973.

Complement: 48.5 Full-time, 12 seasonal
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1998-99 Biennial Budget

AGENCY: Legislature
(Continuation)

OFFICE OF THE LEGISLATIVE AUDITOR AND LEGISLATIVE AUDIT COMMISSION

The mission. of the Office of the Legislative Auditor is to strengthen accountability in state
government. The office completes 50 to 60 financial audit reports and 6 to 8 program evaluation
reports each yeat with a staff of approximately 75. The office is nonpartisan, and its chief goal is to
produce audit and evaluation reports that are accurate and objective. The office is directed by the
Legislative Auditor, appointed for a 6 year term by the Legislative Audit Commission. The
commission consists of 16 legislators, 8 from the House and 8 from the Senate.

MISSISSIPPI RIVER P, AY COMMISSION

The commission, established in. 1963, exists to maintain and improve a parkway system known as the
Great River Road. The Parkway follows the path of the Mississippi River from Lake Itasca to the
Gulf of Mexico. The commission is also charged to promote tourism and economic development
opportunities in the River corridor. The commission coordinates highway and amenity improvements
in communities along the Mississippi River. The commission is also directing state, national, and
international marketing efforts with communities, regional organizations and state agencies. This
commission’s appropriation is from the State Trunk Highway Fund. The commission also coordinates
closely with the National Parkway Commission of the 10 River states.

Complement: 0

LEGISLATIVE COMMIéSION ON MINNESOTA RESOURCES (LCMR)

The LCMR recommends to the legislature the allocation of 3 dedicated funding sources for 2-year
projects that will preserve, protect, develop and maintain the state’s natural resources. It also
provides oversight of funded projects and other resource management appropriations. The 3 funding
sources are: the Minnesota Future Resources Funds, the Minnesota Environment and Natural
Resources Trust Fund and Great Lakes Protection Account.

Complement: 5.5
GOVERNOR’S RECOMMENDATION:

Historically, the Courts, Legislature, and other Constitutional Officers have departed from executive
branch budget guidelines and have not fully participated in the executive branch budget process. The
Governor respects this separation of powers and the desire of other elected state officials to
independently present their budget requests directly to the Legislature. However, the Governor is
required by law to submit a balanced budget to the Legislature, and therefore it is necessary to identify
funding for those offices as part of preparing a total, balanced budget.

The Governor is firmly committed to fiscal stability, meaning that spending can not grow at a greater
rate than resources. Therefore, the Governor recommends that the budgets of the Courts, Public
Defender, Constitutional Officers and the Legistature grow no more than the rate of growth in General
Fund revenues. General Fund revenues for 1998-99 are projected to grow by 7.7% over the current
biennium, and the Governor recommends funding increases equal to that growth.

For the Legislature, this amounts to a biennial increase of $7,740,000 which includes the base
adjustment provided for salaries. This increase, less $1,658,000 for salaries, amounts to $3,041,000
annually and is shown as a program for illustrative purposes only.

The Governor makes no recommendation regarding the specific initiatives put forward by the
Legislature.
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AGENCY:  LEGISLATURE

1998-1999 BIENNIAL BUDGET

(DOLLARS IN THOUSANDS)

TOTAL FIE- - '

Ty
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FY 1998 FY 1999
Est. Base Agency  Governor Base Agency  Governor
PROGRAM RESOURCE ALLOCATION: FY 1996 FY 1997 Level Request Recomm. Level Request Recomm.
HOUSE OF REPRESENTATIVES 20,839 26,440 23,399 23,399 23,399 23,737 23,737 23,737
SENATE 15,160 18,074 16,357 16,357 16,357 16,357 16,357 16,357
LEGISLATIVE COORD CMSN 6,822 8,587 7,189 7,189 7,189 7,306 7,306 7,306
LEGISLATIVE AUDIT COMM 4,413 4,750 4,405 4,405 4,405 4,517 4,517 4,517
SUSTAINABLE GROWTH INITIATIVE. 3,041 3,041
TOTAL EXPEN&?TURES BY PROGRAM 47,234 57,851 51,350 51,350 54,391 51,917 51,917 54,958
EXPEND I TURES BY FUND :
© UDIRECT APPROPRIAT IoNs: U
" GENERAL, . wET K 46,761 57,162 50,806 50,806 . 53,847 5t,373 51,373 54,414
HERLTH CKRE ACCESS o 91" 209 125 125 125 125 125 125
STATE. "KIRPORTS ™ 19 1"
TRUNK HEGHWAY" 29 35 32 32 32 32 32 32
STATUTORY, APPROPRIATI ONS
' GENERAL B 100 90 90 90 90 90 90 90
AGENC! 234 344 297 297 297 297 297 297
OTKL'EXPENBITUQES 47,234 57,851 51,350 . 51,350 54,391A 5%,917 5%, 917 54,958
‘L‘FTE BY EMPLO¥ME&T TYPE-
REGULAR 77.1 71.1 7.1 7.1 7t 1.1 71.1 7t.1
711 71.1 7.1 71.1 7.1 71.1 7.1

7%.1



AGENCY:  LEGISLATURE

F.Y.97 APPROPRIATIONS
BASE ADJUSTMENTS

1998-99 COMPENSATION INFLATIO
DOC SPACE RENT/LEASE INCR/DEC

SUBTOTAL BASE ADJ.

BASE LEVEL

STATE OF MINNESOTA - DEPARTMENT OF FINANCE
BIENNIAL BUDGET SYSTEM - BASE RECONCILIATION REPORT

BY SEC SEQ
ALL FUNDS GENERAL FUND OTHER STATE FUNDS
F.Y.98 F.Y.99 F.Y.98 F.Y.99 F.Y.98 F.Y.99

50,808 50,808 50,354 50,354 454 454

547 1,111 547 1,111

<5> <2> <5> <2>

542 1,109 542 1,109
51,350 51,917 50,896 51,463 454 454

FEDERAL FUNDS
F.Y.98 F.Y.99
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1998-1999 BIENNIAL BUDGET
(DOLLARS IN THOUSANDS)

AGENCY:  LEGISLATURE
PROGRAM: HOUSE OF REPRESENTATIVES

FY 1998 FY 1999
Est. Base Agency  Governor Base Agency  Governor
ACTIVITY RESOURCE ALLOCATION: FY 1996 FY 1997 Level Request Recomm. Level Request Recomm.
HOUSE OF REPRESENTATIVES 20,839 26,440 23,399 ‘23,399 23,399 23,737 23,737 23,737
TOTAL EXPENDITURES BY ACTIVITY 20,839 26,440 23,399 23,399 23,399 23,737 23,737 23,737
EXPENDITURES BY FUND:
DIRECT APPROPRIATIONS:
GENERAL 20,760 26,298 23,273 23,273 23,273 23,611 23,611 23,611
STATUTORY APPROPRIATIONS:
AGENCY 79 142 126 126 126 126 126 126
TOTAL EXPENDITURES 20,839 26,440 23,399 23,399 23,399 23,737 23,737 23,737

FTE BY EMPLOYMENT TYPE:

TOTAL FTE
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1998-1999 BIENNIAL BUDGET
(DOLLARS IN THOUSANDS)

AGENCY:  LEGISLATURE

PROGRAM: SENATE

FY 1998 FY 1999
Est. Base Agency  Governor Base Agency Governor

ACTIVITY RESOURCE ALLOCATION: FY 1996 FY 1997 Level Request Recomm. Level Request Recomm.
SENATE 15,160 18,074 16,357 16,357 16,357 16,357 16,357 16,357
TOTAL EXPENDITURES BY ACTIVITY 15,160 18,074 16,357 16,357 16,357 16,357 16,357 16,357
EXPENDITURES BY FUND:

DIRECT APPROPRIATIONS:

GENERAL 14,970 17,854 16,163 16,163 16,163 16,163 16,163 16,163
STATUTORY APPROPRIATIONS:

GENERAL 100 90 90 90 90 90 90 90
AGENCY 90 130 104 104 - 104 104 - 104 104
TOTAL EXPENDITURES 15,160 18,074 16,357 16,357 16,357 16,357 16,357 16,357

FTE BY EMPLOYMENT TYPE:

TOTAL FTE
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AGENCY:

1998-1999 B I ENNITAL BUDGET
(DOLLARS IN THOUSANDS)

LEGISLATURE
PROGRAM: LEGISLATIVE COORD CMSN
FY 1998 FY 1999
Est. Base Agency Governor Base Agency  Governor
ACTIVITY RESOURCE ALLOCATION: FY 1996 FY 1997 Level Request Recomm. Level Request Recomm.
LEG REFERENCE LIBRARY 937 1,012 966 966 966 987 987 987
REVISOR OF STATUTES 3,684 4,817 4,539 4,539 4,539 4,612 4,612 4,612
LEG COORD CMSN CONTNGNT 48 48 48 48 48 48 48
CMSN ECONOMIC STATUS WOMEN 179 205 209 209 209 214 214 214
LEG CMSN ON PENSION/RETIRE 452 555 511 511 511 516 516 516
MISS RIVER PARKWAY CMSN 29 35 32 32 32 32 32 32
LEG CMSN REVIEW ADM RULES 144
CMSN EMPLOYEE RELATION 6 17 17 17 17 17 17 17
GREAT LAKES CMSN 40 40 40 40 40 40 40 40
WASTE MANAGEMENT 105
LCC GENERAL SUPPORT 648 1,226 290 290 290 303 303 303
LEG CMSN FISCAL POLICY 18 20 20 20 20 20 20 20
LEG CMSN ON WATER 79
LCC FISCAL AGENTS 391 392 392 392 392 392 392 392
MN CARE 91 209 125 125 125 125 125 125
METRO AIRPORT ADV COUNCIL 19 11
TOTAL EXPENDITURES BY ACTIVITY 6,822 8,587 7,189 7,189 7,189 7,306 7,306 7,306
EXPENDITURES BY FUND:
DIRECT APPROPRIATIONS:
GENERAL 6,618 8,260 6,965 6,965 6,965 7,082 7,082 7,082
HEALTH CARE ACCESS 91 209 125 125 125 125 125 125
STATE AIRPORTS 19 1
TRUNK HIGHWAY 29 35 32 32 32 32 32 32
STATUTORY APPROPRIATIONS:
AGENCY 65 72 67 67 67 67 67 67
TOTAL EXPENDITURES 6,822 8,587 7,189 7,189 7,189 7,306 7,306 7,306

FTE BY EMPLOYMENT TYPE:

TOTAL FTE
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AGENCY:  LEGISLATURE
PROGRAM: LEGISLATIVE AUDIT COMM

1998-1999 BIENNIAL BUDGET

(DOLLARS IN THOUSANDS)

FY 1998 FY 1999

Est. Base  Agency Governor Base  Agency Governor
ACTIVITY RESOURCE ALLOCATION: FY 1996 FY 1997 Level Request Recomm. Level Request Recomm.
LEGISLATIVE AUDIT COMM 12 18 15 15 15 15 15 15
LEGISLATIVE AUDITOR 4,401 4,732 4,390 4,390 4,390 4,502 4,502 4,502
TOTAL EXPENDITURES BY ACTIVITY 4,413 4,750 4,405 4,405 4,405 4,517 4,517 4,517
EXPENDITURES BY FUND:
DIRECT APPROPRIATIONS: .

GENERAL 4,413 4,750 4,405 4,405 4,405 4,517 4,517 4,517
TOTAL EXPENDITURES = 4,413 4,750 4,405 4,405 4,405 4,517 4,517 4,517
FTE BY EMPLOYMENT TYPE:

_;;&Gi;; --------------- 7.4 7.1 7.1 71.1 71.1 Al 7.1 7
ot Fte 711 71.1 711 71.1 7.1 71.1 7.1 71.1
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1998-1999 BIENNIAL BUDGET
(DOLLARS IN THOUSANDS)

AGENCY: LEGISLATURE
PROGRAM: SUSTAINABLE GROWTH INITIATIVE

FY 1998 FY 1999
Est. Base  Agency Governor Base  Agency Governor
ACTIVITY RESOURCE ALLOCATION: FY 1996 FY 1997 Level Request Recomm. Level Request Recomm.
SUSTAINABLE GROWTH INITIATIVE 3,061 3,041
TOTAL EXPENDITURES BY ACTIVITY ” - i 3,041 - - 3,041
GOV’S INITIATIVES: FUND
(B) SUSTAINABLE GROWTH INITIATIVE GEN 3,001 3,041
TOTAL GOV’S INITIATIVES T 5752; _____ 576;;
EXPENDITURES BY FUND:
DIRECT APPROPRIATIONS:
GENERAL 3,041 3,041
TOTAL EXPENDITURES 3,041 3,041

FTE BY EMPLOYMENT TYPE:

TOTAL FTE
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1998-99 Biennial Budget

AGENCY: Legislative Rent

AGENCY DESCRIPTION:

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

GOVERNOR’S RECOMMENDATION:

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

1998-1999 BT ENNIAL BUDGET
(DOLLARS IN THOUSANDS)

FY 1998 FY 1999
Est. Base Agency  Governor Base Agency  Governor

ACTIVITY SUMMARY FY 1996 FY 1997 Level . Request Recomm. Level Request Recomm.
EXPENDITURES:
DETAIL BY CATEGORY:

STATE OPERATIONS:

OPERATING EXPENSES 4,850 4,882 5,187 5,187 5,187 5,249 5,249 5,249

SUBTOTAL STATE OPERATIONS 4,850 4,882 5,187 5,187 5,187 5,249 5,249 5,249
TOTAL EXPENDITURES 4,850 4,882 5,187 5,187 5,187 5,249 5,249 5,249
EXPENDITURES BY FUND:
DIRECT APPROPRIATIONS:

GENERAL 4,850 4,882 5,187 5,187 5,187 5,249 5,249 5,249
TOTAL EXPENDITURES 4,850 4,882 5,187 5,187 5,187 5,249 5,249 5,249

FTE BY EMPLOYMENT TYPE:

TOTAL FTE
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AGENCY:  LEGISLATIVE RENT

F.Y.97 APPROPRIATIONS
BASE ADJUSTMENTS

DOC SPACE RENT/LEASE INCR/DEC

SUBTOTAL BASE ADJ.

BASE LEVEL

STATE OF MINNESOTA - DEPARTMENT OF FINANCE

BIENNIAL BUDGET SYSTEM - BASE RECONCILIATION REPORT

ALL FUNDS
F.Y.98 F.Y.99

4,882 4,882

305 367

305 367

5,187 5,249

BY SEC SEQ

GENERAL FUND

F.Y.98

F.Y.99

OTHER STATE FUNDS

F.Y.98

F.Y.99

FEDERAL FUNDS
F.Y.98 F.Y.99
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Agency: Governor’s Office

Summary of Agency Actions:

BASE-YEAR (F.Y. 1997
Appropriations (F.Y. 1997)

BASE ADJUSTMENT

1998-99 Compensation Inflation
Documented Rent/Lease Inc

BASE LEVEL (for 1998 and 1999)

AGENCY DECISION ITEMS

Cncl of Great Lakes Governors Membership
Governor’s Portrait
Consolidation of Executive Operations

AGENCY REQUESTS (for 1998 and 1999)

GOVERNOR’S INITIATIVES
Sustainable Growth Initiative

GOVERNOR’S RECOMMENDATIONS

1998-99 Biennial Budget
Agency Budget Brief
($ in thousands)

Fund: General
Brief Explanation of Agency Requests:
F.Y. 1998 F.Y. 1999 F.Y. 98-99 The Governor’s requests include:

&  $10,000 for an annual membership increase in the Council of Great Lakes Governors.
$3,504 $3,504 $7.008 ®  $15,000in F.Y. 1998 to produce a framed, painted portrait of the Governor to be displayed
in the State Capitol building.

62 126 188 B Consolidation of executive operations by funding 2 positions in the Governor’s Office which
35 36 7 are currently located in Minnesota Planning. This initiative requires $160,000 in F.Y. 1998
- and $163,000 in F.Y. 1999.
$3,601 $3,666 $7,267
Revenue Summary:
B No dedicated receipts are anticipated.
10 10 20
15 -0- 15 VERNOR’S RECOMMENDATION:
160 163 323
The Governor is firmly committed to fiscal stability, meaning that spending cannot grow at a greater
$3,786 $3,839 $7,625 rate than resources. Therefore, the Governor recommends that the budgets of the Courts, Public
. Defender, Constitutional officers, Legislature and Governor’s office grow no more than the rate of
growth in General Fund revenues. General Fund revenues for 1998-99 are projected to grow by
7.7%over the current biennium, and the Governor recommends funding increases equal to that
185 173 358 growth.
$3,786 $3,839 $7,625 For the Governor’s office, this amounts to a biennial increase of $546,000 which includes the base

adjustment provided for salaries.
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1998-99 Biennial Budget
AGENCY: Govemor’s Office

AGENCY DESCRIPTION:

As chief executive, the governor is responsible for the general direction and supervision of the affairs
of the state. The governor appoints the majority of state department heads and the members of most
boards and commissions. The governor fills vacancies which occur in judgeships, commissions, public
notaries, issues extradition papers and restores civil rights to felons, fills the position of commander-in-
chief of the military forces of Minnesota, prepares comprehensive long range plans for the orderly
coordinated growth of the state, and establishes advisory committees to aid in developing his
legislative proposals and plans for executive action. The governor has the responsibility of informing
the legislature of the general condition of the state; of reviewing all laws passed by the legislature and
calling of special sessions of the legislature when needed. The govemnor is responsible for the biennial
budget and its presentation to the legislature.

Executive Operations - Governor

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

The Governor’s Office is organized to provide the necessary assistance to enable the governor to
effectively administer his duties as chief executive. Major duties of the governor are to:

8 oversee and provide leadership for the day to day operation of state government, with emphasis
on quality service delivery and state agency responsiveness to Minnesota citizens;

8@ take the lead in shaping public policy;

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

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

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

®  utilize the Governor’s Residence for visiting guests and dignitaries and to provide a comfortable
living quarters for the governor and his family;

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

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

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

Executive Operations - Lieutenant Governor

The lieutenant governor’s chief duty is to assist the governor in carrying out the functions of the
executive brand (and to be prepared to act in the governor’s absence when required). This program
encompasses all levels of support that make it possible for the lieutenant governor to fulfill these
responsibilities. Major duties of the lieutenant governor as authorized by statute or delegated by the
govemor are to:

B coordinate the state’s tourism program;

initiate and coordinate programs designed to lessen violence and protect the victims of violence;
develop and promote policies supporting Minnesota’s children and families;

assist the governor in implementing and publicizing policies aimed at enhancing job growth;
assist in the development of policies and programs relating to the status of women and minorities;

B chair the Capitol Area Architectural Planning Board;
B serve as amember of the Executive Council; and
B carry out all gubematorial assignments.

AGENCY CHALLENGES:
Factors shaping the development of policies and priorities for the Governor’s Office:

® the need to refocus secondary and post-secondary education to develop for Minnesota’s young
people the technical skills that will ensure employability in the 21st Century;

@ the need to develop a state budget that constrains the price of government and contains no general
tax increases;

& the need to improve the delivery of services to chlldren by restructuring and reforming current
system.

& the need to restructure the current welfare system to encourage individual self-reliance and
strengthen programs that support families;

8 the need to communicate the governor’s initiatives to the general public, to respond to questions
and comments from Minnesota citizens, and to work with legislators and state agency heads to
achieve the above goals.

AGENCY STRATEGIES:
The Governor’s Office budget plan is constructed so that the governor may:

®  work with educators, legislators and state agency heads to develop programs that better prepare
Minnesota’s young people for the technical jobs of the future by establishing apprenticeship
programs and improving the state’s technical and community college systems;

B assure the careful review of all spending systems, eliminate wasteful, overlapping and duplicate
programs, limit the growth of government spending and protect the Minnesota taxpayer from a
general rate increase;

®  improve delivery of education and other services to children;

®  develop plans and programs that will reform the welfare system, decrease mdmdual reliance on
government aid, increase marketable skills and target social investment that strengthens the family
unit;

2 inform citizens of the status of governor’s initiatives, other pending legislation, the state’s
economic health and comment on other matters of interest to the general public through the media,
through correspondence and on the telephone.

REVENUE SUMMARY:
No dedicated receipts are anticipated.

SUMMARY OF BUDGET REQUEST:

8 The plan provides for a $10,000 annual membership increase in the Council of Great Lakes
Governors.

®  $15,000 is requested in F.Y. 1998 to produce a framed, painted portrait of the Govemnor to be
displayed in the State Capitol building.

B Consolidation of executive operations requires the transfer of 2 positions from Minnesota Planning
to the Governor’s Office. This initiative requires $160,000 in F.Y. 1998 and $163,000 in F.Y.
1999.

GOVERNOR’S RECOMMENDATION:

The Governor recommends General Fund spending of $7,625,000 for the biennium, which incorporates
a sustainable growth initiative of $358,000. General Fund revenues for F.Y. 1998-99 are projected to
grow by 7.7% over the current biennium and the Governor recommends funding increases equal to that
growth for the Courts, Public Defender, Constitutional Officers, Legislature, and the Governor’s office.
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1998-1999 BIENNIAL BUDGET

(DOLLARS IN THOUSANDS)

AGENCY: GOVERNORS OFFICE
PROGRAM: GOVERNOR’S OFFICE
ACTIVITY: GOVERNOR’S OFFICE
FY 1998 FY 1999
Est. Base Agency  Governor Base Agency  Governor
ACTIVITY SUMMARY FY 1996 FY 1997 Level Request Recomm. Level Request Recomm.
EXPENDITURES:
DETAIL BY CATEGORY:
STATE OPERATIONS:
PERSONAL SERVICES 2,420 2,599 2,566 2,726 2,726 2,630 2,793 2,793
OPERATING EXPENSES 946 1,061 1,035 1,060 1,060 1,036 1,046 1,046
SUBTOTAL STATE OPERATIONS 3,366 3,660 3,601 3,786 3,786 3,666 3,839 3,839
TOTAL EXPENDITURES 3,366 3,660 3,601 3,786 3,786 3,666 3,839 3,839
AGENCY REQUEST ITEMS: FUND
CNCL OF GRT LKS GOVERNORS - INCREASE GEN 10 10
GOVERNOR’S PORTRAIT GEN 15
CONSOLIDATION OF EXECUTIVE OPERATIONS GEN 160 163
TOTAL AGENCY REQUEST ITEMS 185 173
GOV’S INITIATIVES: FUND
(B) SUSTAINABLE GROWTH INITIATIVE GEN 185 173
TOTAL GOV’S INITIATIVES 185 173
EXPENDITURES BY FUND:
DIRECT APPROPRIATIONS:
GENERAL 3,366 3,657 3,601 3,786 3,786 3,666 3,839 3,839
STATUTORY APPROPRIATIONS:
GIFT 3
TOTAL EXPENDITURES 3,366 3,660 3,601 3,786 3,786 3,666 3,839 3,839
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AGENCY:  GOVERNORS OFFICE
PROGRAM: GOVERNOR'’S OFFICE
ACTIVITY: GOVERNOR’S OFFICE

1998-1999 BIENNIAL BUDGET

(DOLLARS IN THOUSANDS)

FY 1998 FY 1999
Est. Base Agency  Governor Base Agency Governor
ACTIVITY SUMMARY FY 1996 FY 1997 Level Request Recomm. Level Request Recomm.
REVENUE COLLECTED:
DEDICATED:

GIFT 1
NONDEDICATED:

GENERAL 4 3 3 3 3 3 3 3
TOTAL REVENUES COLLECTED 5 3 3 3 3 3 3 3
FTE BY EMPLOYMENT TYPE:

REGULAR 53.3 53.3 53.3 55.3 55.3 53.3 55.3 55.3

TEMP/SEAS/PART_TIME 21 A A A A A A A
TOTAL FTE 53.4 53.4 53.4 55.4 55.4 53.4 55.4 55.4
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1998-99 BIENNIAL BUDGET

PROGRAM STRUCTURE

AGENCY: State Auditor, Office of

PROGRAM PAGE
STATE AUDITOR, OFFICE OF F-20

Audit Practice Division

Special Investigations Division

Government Information Division

Pension Oversight Division

Single Audit Division

Tax Increment Financing Department

Constitutional Office
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Office of the State Auditor
Organization Chart 7/1/96
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CONSTITUTIONAL
OFFICE
Current FTE 3.85
AUDIT SPECIAL GOVERNMENT PENSION TAX
PRACTICE INVESTIGATIONS INFORMATION OVERSIGHT INCREMENT
DIVISION FINANCING
Current FTE 103.50 Current FTE 6.30 Current FTE 7.00 Current FTE 4.00 Current FTE 4.15
SINGLE
AUDIT
Current FTE 1.50
June 30, 1996 FTE Employees:  130.30
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1998-99 Biennial Budget
Agency Budget Brief

($ in thousands)

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

Summary of Agency Actions:

EY. 1998 E.Y. 1999 E.Y. 98-99

BASE-YEAR (F.Y. 1997)

Appropriations (F.Y. 1997) $7,144 $7,144 $14,288

BASE ADJUSTMENT

1998-99 Compensation Inflation 150 305 455

Documented Space Rent/Lease Increase 10 22 32
BASE LEVEL (for 1998 and 1999) $7,304 $7,471 $14,775

AGENCY REQUEST ITEMS

Government Information Technology 170 172 342

Pension Oversight Additional Reporting 146 189 335

Special Investigations Increase in Cases 110 113 223

Constitutional Office Technology Needs I » 8 15
AGENCY REQUEST $7,737 $7,953 - $15,690

GOVERNOR’S INITIATIVES

Sustainable Growth Initiative __324 324 648
GOVERNOR’S RECOMMENDATIONS $7,628 $7,795 $15,423

Brief Explanation of Agency Plan:

. The Office of the State Auditor (OSA) is submitting a budget request which reflects agency
initiatives in the amount of $915,000 for the biennium. The OSA reduced its budget by $674,000
in the 1996 - 1997 biennium through streamlining its management structure, while continuing with
quality levels of service to local governments and Minnesota taxpayers. A majority of the
requested budget increases relate to requests for technology equipment and supplies to allow the
OSA to disseminate information to government and citizens utilizing rapidly growing information
sources such as the Internet. As a data gathering entity, it is imperative that the OSA find
effective and efficient ways to share information with state and local government officials, as well
as with citizens throughout the state. Other requests for funding beyond the baseline budget relate
to staffing additional positions to allow the OSA to comply with its statutory duties to audit,
investigate, and oversee the over 4,300 units of local government throughout the state.

Revenue Summary:

The Audit Practices Division, which makes up approximately 80% of the budget, recovers all
of its costs through audit fees deposited in the Cambridge Deposit Fund. The Pension Oversight
Division and Government Information Division are supported in part through reductions of
General Fund distributions for: 1) peace officers and fire state aids; and 2) local government aids.
Single Audit is supported through reimbursements to the General Fund through the statewide
indirect cost process. The Tax Increment Financing Department is funded by tax payments made
by local units of government to the state.

Affected Statutes:
None.
GOVERNOR’S RECOMMENDATION:

Historically, the courts, the legislature, and other constitutional officers have departed from executive
branch budget guidelines and have not fully participated in the executive branch budget process. The
Governor respects this separation of powers and the desire of other elected state officials to
independently present their budget requests directly to the legislature. However, the Governor is
required by law to submit a balanced budget to the legislature, and therefore it is necessary to identify
funding for those offices as part of preparing a total, balanced budget.

The Governor is firmly committed to fiscal stability, meaning that spending cannot grow at a greater
rate than resources. Therefore, the Governor recommends that the budgets of the courts, the Public
Defender, constitutional officers and the legislature grow no more than the rate of growth in General
Fund revenues. General Fund revenues for 1998-99 are projected to grow by 7.7% over the current
biennium, and the Governor recommends funding increases equal to that growth.

For the Office of the State Auditor, this amounts to a biennial increase of $1,103,000, which includes
the base adjustment provided for salaries. This increase, less $455,000 for salaries, amounts to
$324,000 annually and has been placed in the Audit Practice Program for illustrative purposes only.

The Governor makes no recommendation regarding the specific initiatives put forward by the Office
of the State Auditor.
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1998-99 Biennial Budget

AGENCY: State Auditor, Office of (OSA)

AGENCY DESCRIPTION:

The mission of the Office of the State Auditor (OSA) is to serve as a watchdog for Minnesota
taxpayers by helping to ensure integrity, accountability, and cost-effectiveness in over 4,300
governmental entities throughout the state. The following budget activities enable the OSA to carry
out its responsibilities:

The Audit Practice Division promotes the accountability and financial viability of local units of
government. This is accomplished by performing audits, attesting to the accuracy of financial
statements, ensuring compliance with applicable laws and regulations, establishing uniform reporting
standards, and providing technical assistance and education to strengthen accounting practices and
improve operating efficiency.

The Special Investigations Division promotes integrity and accountability in local government by
investigating allegations of malfeasance, misfeasance, or nonfeasance on behalf of local government
officials, law enforcement agencies, certified public accountants and citizens of Minnesota.

The Government Information Division promotes financial accountability and cost effective public
services in local governments. Local government spending patterns are analyzed, statewide financial
data is made available, accounting and financial reporting standards are prescribed, and local
governments are helped to automate and improve their accounting functions.

The Pension Oversight Division monitors investment, financial, and actuarial reporting for public
pension funds to ensure a financially stable retirement system and compliance with Minnesota statutes
governing the activities of the relief association.

The Single Audit Division determines if single audit reports submitted by local units of government
have complied with the Single Audit Act of 1984, Single Audit Act Amendments of 1996, and the
Office of Management and Budget Circulars A-128 and A-133.

The Tax Increment Financing Department audits and monitors the financial condition and legal
compliance of tax increment financing districts throughout the state.

The Constitutional Office manages the operations of the OSA. It oversees the completion of audits,
special investigations, research reports, conferences, training programs, and other activities, and
coordinates communication of data and information to citizens and government officials. It is
responsible for designing and implementing the OSA's strategic plan. The State Auditor serves on
the State's Executive Council, State Board of Investment, Land Exchange Board, Housing Finance
Agency Board, Rural Finance Administration Board, Public Employees Retirement Association
Board, and Board of Government Innovation and Cooperation.

AGENCY ISSUES:

Continuing to function under a streamlined operations base: In the 1996-97 biennium, a significant
office restructuring resulted in a savings of approximately $674,000. In order to expand upon the
level of service provided with reduced staff, the OSA created numerous innovative methods to gather
data, disseminate data, and educate and communicate with citizens and other entities throughout the
state, while continuing to provide necessary training and support to local units of government.

Developing innovative methods to provide quality services: The OSA strives to assist local
government in identifying ways to provide improved services with relatively fewer resources. The
challenge is to identify and foster innovations in quality, cost-effective services. The OSA is
exploring new methods to disseminate the data and information it collects, so it is readily accessible
to citizens and local government officials. This can be accomplished through increased technological
capabilities to facilitate the distribution of forms, reports, and other information to a wide variety of
entities throughout Minnesota. Technological changes will also enable counties to download financial
data and will result in a streamlined audit function.

Addressing the demand for special investigations: During the past 2 years, the OSA has had to
contend with an increasing number of requests for the services of the Special Investigation Division
in addition to handling more complex and time-consuming cases. Staff was required to complete 2
major, department-wide, atypical investigations while continuing to manage their standard, ongoing
cases and inquiries.

Responding to changes in federal and state laws: The Single Audit Act Amendments of 1996
changed the filing deadline for recipients of federal financial assistance. This change mandates that
the OSA complete the audits of our client’s financial statements four months earlier than the current
schedule. In addition, changes to the pension reporting laws require increased staff to respond to
dramatic increases in oversight responsibilities.

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

B to ensure that local government entities are held accountable for the size and proper
expenditure of tax dollars, )

B to work with local units of government to find the most efficient and cost-effective method
to spend tax dollars,

B to establish uniform reporting standards and provide technical assistance to strengthen local
accounting practices and improve cost-effectiveness and efficiency, and

@ to promote compliance with Minnesota law and investigate allegations of improper conduct
or expenditures in local units of government.

REVENUE SUMMARY:

The Audit Practices Division, which makes up approximately 80% of the budget, recovers all of its
costs through audit fees deposited in the Cambridge Deposit Fund. The Pension Oversight Division
and the Government Information Division are supported in part through reductions in distributions for
peace officers and fire state aid and local government aids. Single Audit is supported by
reimbursements to the General Fund through the statewide indirect cost process. The Tax Increment
Financing Department is funded by tax increment payments made by local units of government to the
state.

SUMMARY OF BUDGET REQUEST:

The Office of the State Auditor requests a total of $915,000 this biennium to: 1) develop technological
capabilities for the efficient distribution of data and information, 2) increase staff to comply with new
pension reporting requirements, and 3) increase staff to address the increase and complexity in special
investigations. Although the State Auditor will continue to function under a streamlined management
structure which resulted in a $674,000 savings last biennium, 6.5 non-management positions are
needed to meet the OSA’s statutory audit and oversight activities.
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1998-99 Biennial Budget

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

GOVERNOR’S RECOMMENDATION:

Historically, the courts, the legislature, and other constitutional officers have departed from executive
branch budget guidelines and have not fully participated in the executive branch budget process. The
Governor respects this separation of powers and the desire of other elected state officials to
independently present their budget requests directly to the legislature. However, the Governor is
required by law to submit a balanced budget to the legislature, and therefore it is necessary to identify
funding for those offices as part of preparing a total, balanced budget.

The Governor is firmly committed to fiscal stability, meaning that spending cannot grow at a greater
rate than resources. Therefore, the Governor recommends that the budgets of the courts, the Public
Defender, constitutional officers and the legislature grow no more than the rate of growth in General
Fund revenues. General Fund revenues for 1998-99 are projected to grow by 7.7% over the current
biennium, and the Governor recommends funding increases equal to that growth.

For the Office of the State Auditor, this amounts to a biennial increase of $1,103,000, which includes
the base adjustment provided for salaries. This increase, less $455,000 for salaries, amounts to
$324,000 annually and has been placed in the Audit Practice Program for illustrative purposes only.

The Governor makes no recommendation regarding the specific initiatives put forward by the Office
of the State Auditor. ‘
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1998-1999 B I ENNIAL BUDGET

(DOLLARS IN THOUSANDS)

AGENCY:  STATE AUDITOR
PROGRAM: STATE AUDITOR
FY 1998 FY 1999
Est. Base Agency  Governor Base Agency  Governor

ACTIVITY RESOURCE ALLOCATION: FY 1996 FY 1997 Level Request Recomm. Level Request Recomm.
AUDIT PRACTICE 4,961 6,704 5,960 5,960 6,284 6,095 6,095 6,419
SPECIAL INVESTIGATIONS 266 360 341 451 341 348 461 348
GOVERNMENT INFORMATION DIV 322 526 434 604 434 445 617 445
PENSION OVERSIGHT 226 239 246 392 246 252 441 252
SINGLE AUDIT 62 94 55 55 55 55 55 55
TAX INCREMENT FINANCING 27 257 265 265 265 265 265 265
CONSTITUTIONAL OFFICE 282 297 302 309 302 310 318 310
TOTAL EXPENDITURES BY ACTIVITY 6,146 8,477 7,603 8,036 7,927 7,770 8,252 8,094
AGENCY REQUEST ITEMS: FUND

INCREASE OF COMPLEX SPECIAL CASES GEN 110 113

ADDITIONAL REPORTING REQUIREMENTS GEN 146 189

TECHNOLOGICAL IMPROVEMENTS GEN 170 172

CONSTITUTIONAL OFFICE TECHNOLOGY GEN 7 8
TOTAL AGENCY REQUEST ITEMS 433 482
GOV’S INITIATIVES: FUND
(B) SUSTAINABLE GROWTH INITIATIVE GEN 324 324
TOTAL GOV’S INITIATIVES 324 324
EXPENDITURES BY FUND:
DIRECT APPROPRIATIONS:

GENERAL 6,101 8,179 7,304 7,737 7,628 7,471 7,953 7,795
STATUTORY APPROPRIATIONS:

SPECIAL REVENUE 45 298 299 299 299 299 299 299
TOTAL EXPENDITURES 6,146 8,477 7,603 8,036 7,927 7,770 8,252 8,094
FTE BY EMPLOYMENT TYPE:

REGULAR 106.9 123.4 121.7 126.7 121.7 121.7 127.7 121.7
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1998-1999 B 1 ENN

IAL BUDGET

(DOLLARS IN THOUSANDS)
AGENCY: STATE AUDITOR
PROGRAM: STATE AUDITOR
FY 1998 FY 1999
Est. Base Agency Governof Base Agency  Governor
ACTIVITY RESOURCE ALLOCATION: FY 1996 FY 1997 Level Request Recomm. Level Request Recomm.
TEMP/SEAS/PART_TIME 1.7 1.7 1.7 2.2 1.7 1.7 2.2 1.7
OVERTIME .6 .6 .6 .6 .6 .6 .6 .6
TOTAL FTE 109.2 125.7 124.0 129.5 124.0 124.0 130.5 124.0
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1998-99 Biennial Budget
Agency Level Revenue Summary

Agency:  State Auditor, Office of (OSA)

REVENUE SOQURCES:

The Office of the State Auditor (OSA) generates only one major source of revenue, which is a non-
dedicated receipt. The non-dedicated revenue is generated through audit fees charged by the OSA
for examinations of local units of government, including counties, cities, towns, and school districts.
Funds collected are deposited in the Cambridge Deposit Fund and are estimated to be $5.6 million for
F.Y. 1997. This represents approximately 80% of the OSA’s total resources.

Other sources of revenue, which offset the OSA’s direct General Fund appropriation, are not
classified as “departmental earnings” or direct revenue sources for the Office. These include the
following:

B The Pension Oversight Division and the Government Information Division are supported in part
through reductions to General Fund distributions for peace officers and fire state aid and for local
government aids pursuant to M.S. 69.021, Subd. 5 and M.S. 477A.014, Subd. 4, respectively.

¥ The Single Audit Division is supported through reimbursements to the General Fund through the
statewide indirect cost process.

The Tax Increment Financing Department is funded by tax increment payments made by local units
of government to the state. These payments are transferred to OSA from the State Treasurer.

In addition, the OSA generates a minimal amount of dedicated revenue from an interagency agreement
with the Minnesota Department of Transportation, the sale of documents and accounting software, and
by conducting training workshops, seminars, and conferences.

FEE STRUCTURE:

The Office of the State Auditor is required by M.S. 6.58 to recover the costs of conducting audits.
Fees are developed to recover the cost of conducting the audits of local government, i.e., counties,
cities, school districts, nursing homes, and other local entities. Local units of government are charged
an hourly per diem rate, plus related travel expenses. The hourly rate charged will depend upon the
auditor’s level of experience.

The Audit Practice Division carries out the mission of the Office of the State Auditor by promoting
accountability and financial viability of local units of government. This is accomplished by
performing audits, attesting to the accuracy of financial statements, ensuring compliance with
applicable laws and regulations, establishing uniform reporting standards, and providing technical
assistance and education to strengthen accounting practices and improve operating efficiency. The
fee structure recovers costs for the time of OSA staff, including auditors, audit managers, attorneys,
and office support that provide these services.

RECENT CHANGES:

In the 1996-97 biennium, audit client fees were increased in January of 1996 and January of 1997.
In both cases, the Office of the State Auditor was able to hold the change in per diem to two percent.
These adjustments were required to keep the cost recovery formula in balance, as required by statute.

FORECAST BASIS:

Revenue and offsetting expenditures are based upon the estimated time required to complete the Office
of the State Auditor’s annual audits. The anticipated fees are expected to be sufficient to meet the
Office’s audit requirements during 1997. The forecast numbers are based upon the anticipated
revenue collections and estimated expenditures for the current and coming biennia.

DECISION ITEMS:
The Office anticipates that during 1997 - 1998 that fees charged to clients may have to change to meet
our statutory requirement to recover our costs. However, the Audit Practice Division is not

requesting any staffing or operational increases in this budget and will strive to hold the current per
diem rates constant.
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1998-1999 B I ENNIAL BUDGET

(DOLLARS IN THOUSANDS)
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AGENCY: STATE AUDITOR
FY 1998 FY 1999
Est. Agency  Governor Agency  Governor
SUMMARY OF AGENCY REVENUES FY 1996 FY 1997 Forecast Request Recomm. Forecast Request Recomm.
NON-DEDICATED REVENUE:.
DEPARTMENTAL EARNINGS:

CAMBRIDGE DEPOSIT FUND 5,438 5,600 5,867 5,867 5,867 6,014 6,014 6,014
OTHER REVENUES:

GENERAL 26 14 14 14 14 14 14 14
TOTAL NON-DEDICATED RECEIPTS 5,464 5,614 5,881 5,881 5,881 6,028 6,028 6,028
DEDICATED RECEIPTS:

OTHER REVENUES:

SPECIAL REVENUE 16 34 34 34 34 34 34 34
TOTAL DEDICATED RECEIPTS 16 34 34 34 34 34 34 34
AGENCY TOTAL REVENUES 5,480 5,648 5,915 5,915 5,915 6,062 6,062 6,062



1998-99 Biennial Budget

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

ACTIVITY DESCRIPTION:

The Audit Practices Division is integrally responsible for the Office of the State Auditor’s (OSA)
ability to achieve its objectives. The division helps ensure integrity, accountability and cost-
effectiveness in government and promotes more accountable and cost-effective local government.
This division conducts financial and legal compliance audits for 86 counties (with a limited compliance
audit of Hennepin County); the cities of Duluth, Minneapolis and St. Paul; organizations affiliated
with counties and cities; and other local governments throughout the state.

In addition to auditing for evidence of misappropriated public dollars, the financial and legal
compliance audits provide local governments with an independent analysis of the effectiveness of their
organizations. The legal compliance component of the audits ascertains that all local government
activities are being administered according to Minnesota law. As part of the Audit Practices Division,
staff attorneys are available for local officials seeking clarification of various laws and regulations.
The management letter that accompanies each audit provides suggestions for how local governments
might improve the effectiveness and/or efficiency of their operations.

The Audit Practices Division has initiated improved customer services for our clients and sponsors
training for local government accounting staff. The customer service efforts include concrete
suggestions for clients on how they can assist the audit process, with commensurate reductions in the
cost of audit services, and the implementation of a State Auditor training program to help client staff
meet their training needs. The increased emphasis on training opportunities for client staff will
become more critical as local governments begin to implement the significant accounting changes
promulgated by the Governmental Accounting Standards Board. These new standards have the
potential to fundamentally change the overall accounting practices of local government.

BUDGET ISSUES:

The Audit Practices Division is supported by fees charged for audit examinations on an actual cost
recovery basis. The challenge the Audit Practices Division faces is to provide a high level of quality
audit services at an affordable and competitive cost consistent with sound oversight of public
expenditures. Audit staff actively work with clients to help minimize audit costs by using the audit
planning process to identify accounting services that can be performed at the local level and by
providing training services on accounting standards and procedures. Over the past two biennia,
regional field offices have been established to control travel costs. The development and use of a
computerized financial package has also been implemented to improve the efficiency of the financial
reporting process. Due to these and other control measures, the Audit Division is not requesting an
increase in staffing levels or operating expenses above the base this budget cycle.

PLANNED RESULTS:
The budget plan will facilitate the accomplishment of the following objectives:
B The OSA plans to issue over 200 audit reports of counties, cities, organizations affiliated with

counties and cities, and other local governments during each of the 1997, 1998, and 1999 fiscal
years ending June 30.

®  Joint staff and client training programs will be held semi-annually on local government accounting
and audit procedures to help improve the audit efficiency and to improve local government
accounting practices.

8 In an effort to continue to improve the quality of our audits, the OSA participates in a Peer
Review program that is conducted under the auspices of the National State Auditors Association.
The purpose of the Peer Review program is to report on the OSA’s system of audit quality
control and its compliance with established policies and procedures and applicable auditing
standards.

REVENUE:

This budget activity generates non-dedicated revenues for audit charges which are deposited in the
Cambridge Deposit Fund. By statute, revenues generated must recover the costs of the examinations.
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1998-1999 BI1ENNIAL BUDGET
(DOLLARS IN THOUSANDS)

AGENCY: ~ STATE AUDITOR
PROGRAM: STATE AUDITOR
ACTIVITY: AUDIT PRACTICE

FY 1998 FY 1999
Est. Base Agency  Governor " Base Agency Governor
ACTIVITY SUMMARY ’ FY 1996 FY 1997 Level Request Recomm. Level Request Recomm.
EXPENDITURES:
DETAIL BY CATEGORY:

STATE OPERATIONS:

PERSONAL SERVICES 4,385 5,060 5,182 5,182 5,182 5,317 5,317 5,317

OPERATING EXPENSES 576 1,644 778 778 1,102 778 778 1,102

SUBTOTAL STATE OPERATIONS 4,961 6,704 5,960 5,960 6,284 6,095 6,095 6,419
TOTAL EXPENDITURES 4,961 6,704 5,960 5,960 6,284 6,095 6,095 6,419
GOV’S INITIATIVES: FUND
(B) SUSTAINABLE GROWTH INITIATIVE GEN 324 324
TOTAL GOV’S INITIATIVES 324 324
EXPENDITURES BY FUND:

DIRECT APPROPRIATIONS:

GENERAL 4,944 6,665 5,928 5,928 6,252 6,063 6,063 6,387
STATUTORY APPROPRIATIONS:

SPECIAL REVENUE 17 39 32 32 32 32 32 32
TOTAL EXPENDITURES 4,961 6,704 5,960 5,960 6,284 6,095 6,095 6,419
REVENUE COLLECTED:

DEDICATED:

SPECIAL REVENUE 16 32 32 32 32 32 32 32
NONDEDICATED:

GENERAL 26 14 14 14 14 14 14 14

CAMBRIDGE DEPOSIT FUND 5,438 5,600 5,867 5,867 5,867 6,014 6,014 6,014
TOTAL REVENUES COLLECTED 5,480 5,646 5,913 5,913 5,913 6,060 6,060 6,060
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1998-1999 BIENNIAL BUDGET

(DOLLARS IN THOUSANDS)
AGENCY: STATE AUDITOR
PROGRAM: STATE AUDITOR
ACTIVITY: AUDIT PRACTICE
FY 1998 FY 1999
Est. Base Agency  Governor Agency Governor
ACTIVITY SUMMARY FY 1996 FY 1997 Level Request Recomm. Request Recomm.
FTE BY EMPLOYMENT TYPE:
REGULAR 86.1 98.2 97.6 97.6 97.6 97.6 97.6
TEMP/SEAS/PART_TIME 1.7 .7 1.7 1.7 1.7 1.7 1.7
OVERTIME .6 .6 .6 .6 .6 .6 .6
TOTAL FTE 88.4 100.5 99.9 99.9 99.9 99.9 99.9
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1998-99 Biennial Budget

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

ACTIVITY DESCRIPTION:

The Special Investigations Division works to ensure integrity and accountability in local government
by investigating allegations of malfeasance, misfeasance, or nonfeasance on behalf of, and in service
to local government officials, law enforcement agencies, certified public accountants, and citizens of
Minnesota. This division also supports OSA’s regular audit field staff when wrongdoing is uncovered
or suspected during financial and compliance audits of local governments.

The role of Special Investigations is to evaluate allegations brought to its attention and, when
appropriate, to provide specialized auditing techniques, initiate an independent investigation, or refer
the matter to appropriate oversight authorities. Staff receives specialized training in fraud auditing,
investigation, law, criminology, and ethics. In addition to performing independent investigations, the
division has assisted local law enforcement agencies, the Bureau of Criminal Apprehension (BCA)
of the Department of Public Safety, and the Office of the Attorney General in investigations where
suspected fraud involving government funds has required complex financial investigative expertise.

M.S. 609.456 requires public employees and officials to report evidence of theft, embezzlement, or
unlawful use of public funds to the State Auditor. In addition, the Special Investigations Division
receives information about suspected wrongdoing obtained during routine local government audits and
information from concerned citizens that require investigation.

This division is a fact-finding entity. It has no prosecutorial powers. Investigations that disclose
evidence of misfeasance, malfeasance, or nonfeasance are referred to the appropriate authorities for
corrective action. Evidence of criminal wrongdoing is referred to the appropriate county attorney for
potential prosecution. Evidence of other violations of local ordinance or policy are referred to local
officials so they may pursue civil litigation to recover losses, initiate disciplinary action, or take other
appropriate action. Findings of improper financial management practices are also referred to local
officials in order that such practices may be corrected.

Special Investigations promotes integrity in government by not only investigating allegations of
wrongdoing by local government officials and employees, but also by informing the public of the
results of its investigations. Making the results of an investigation public acts as a deterrent to
misappropriation of public funds. Moreover, as a result of its investigative efforts, Special
Investigations® staff is increasingly called upon to train and educate local government officials and
employees to detect and prevent fraud, waste, and abuse in their programs and operations.

BUDGET ISSUES:

The Special Investigations Division requests an increase of $223,000 from the current level of
spending. This increase is requested in response to a growing number of complex, time consuming
cases coming to the Special Investigations Division. For example, a recent Metropolitan Council
Transit Operations investigation required 6 months of Special Investigations’ staff time. A second
investigation into the Carver County Sheriff’s Department consumed more than 3 months of Special
Investigations’ staff time.

While working on time consuming cases, Special Investigations must also review and manage
numerous other requests and answer questions from citizens and local government officials regarding
potential fraud, waste, and abuse of public funds. Due to the number of cases completed by Special
Investigations, it is on pace toward a 28 % case increase over last year.

The Special Investigations Division is funded by the General Fund. As with most law enforcement
activities, funding through user generated revenue is not feasible. Local governments are not charged
for special services relating to the detection and prosecution of suspected fraud for several reasons:
1) government officials would hesitate to utilize the service and would likely discontinue reporting as
required by M.S. 609.456; 2) there would be great resistance to conducting the comprehensive and
exploratory procedures that are an inherent part of the investigative process; and 3) assessing fees
against a governmental entity may not be appropriate in certain cases due to the nature of the case and
the target of the investigation.

In order for Special Investigations to be effective, cases must be completed in a timely manner. With
the increased complexity of cases and the increased number of cases, Special Investigations is
requesting funding to respond in an effective and timely manner to concerns regarding fraud, waste,
and abuse of public funds.

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

B During F.Y. 1998-99, because of experience and employee development, the division will
continue to increase its service level. The division expects to resolve approximately 300
complaints which include requests for assistance from local governmental units, requests from
other law enforcement agencies, and formal M.S. 609.456 notifications.

B The division will strive to thoroughly and timely investigate allegations of malfeasance,
misfeasance, and nonfeasance to ensure taxpayers the proper oversight of the 4,300 local units
of government.

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

B The division will continue to address and report on major policy development issues that have
statewide impact and relate to assessing the integrity, stewardship, and performance of
government activities, such as cemetery oversight and violations of Minnesota law.

B The division will continue to strive to obtain honesty, integrity, and accountability in local
governments and to communicate findings of violations to the public.

REVENUE:

None.
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1998-1999 BT ENNIAL BUDGET

AGENCY:  STATE AUDITOR
PROGRAM: STATE AUDITOR
ACTIVITY: SPECIAL INVESTIGATIONS

(DOLLARS IN THOUSANDS)

FY 1998 FY 1999
Est. Base Agency  Governor Base Agency = Governor
ACTIVITY SUMMARY FY 1996 FY 1997 Level Request Recomm. Level Request Recomm.
EXPENDITURES:
DETAIL BY CATEGORY:

STATE OPERATIONS:

PERSONAL SERVICES 224 303 278 383 278 285 390 285

OPERATING EXPENSES 42 57 63 68 63 63 71 63

SUBTOTAL STATE OPERATIONS 266 360 341 451 341 348 461 348
TOTAL EXPENDITURES 266 360 341 451 341 348 461 348
AGENCY REQUEST ITEMS: FUND

INCREASE OF COMPLEX SPECIAL CASES GEN 110 113
TOTAL AGENCY REQUEST ITEMS 110 113
EXPENDITURES BY FUND:

DIRECT APPROPRIATIONS:

GENERAL 266 360 341 451 341 348 461 348
TOTAL EXPENDITURES 266 360 341 451 341 348 461 348
FTE BY EMPLOYMENT TYPE:

REGULAR 4.6 6.1 5.0 7.0 5.0 5.0 7.0 5.0

TEMP/SEAS/PART_TIME .5 .5
TOTAL FTE 4.6 6.1 5.0 7.5 5.0 5.0 7.5 5.0
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F.Y. 1998-99 BUDGET INITIATIVE

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

ITEM TITLE: Increase of Complex and Time Consuming Cases

1998-99 Biennium 2000-01 Biennium
F.Y. 1998 F.Y. 1999 F.Y. 2000 F.Y. 2001
AGENCY REQUEST*
Expenditures: ($000s)
General Fund .
- State Operations $110 $113 $113 $113

Statutory Change? Yes No _X
If yes, statutes(s) affected:

* Non-Executive Branches of Government

RATIONALE:

The Special Investigations Division requests an increase of $223,000 from the current level of
spending. This increase is requested in response to a growing number of complex, time consuming
cases coming to the Special Investigations Division. For example, a recent Metropolitan Council
Transit Operations investigation required 6 months of Special Investigations’ staff time. A second
investigation into the Carver County Sheriff’s Department consumed more than 3 months of Special
Investigations® staff time.

While working time consuming cases, Special Investigations must also review and manage
numerous other requests and answer questions of citizens and local government officials regarding
potential fraud, waste, and abuse of public funds. Due to the number of cases completed by
Special Investigations, it is on pace toward a 28 %case increase over last year.

In order for Special Investigations to be effective, cases must be completed in a timely manner.
With the increased complexity of cases and the increased number of cases, Special Investigations is
requesting funding to effectively and timely respond to concerns regarding fraud, waste, and abuse
of public funds. This activity is requesting continuation funding for 1.5 existing persons and for 1
FTE non-managerial position not presently on staff.

The Special Investigations Division is funded by the General Fund. As with most law enforcement
activities, funding through user generated revenue is not feasible. Local governments are not
charged for special services relating to the detection and prosecution of suspected fraud for several
reasons: 1) government officials would hesitate to utilize the service and would likely discontinue
reporting as required by M.S. 609.456; 2) there would be great resistance to conducting the
comprehensive and exploratory procedures that are an inherent part of the investigative process;
and 3) assessing fees against a governmental entity may not be appropriate in certain cases due to
the nature of the case and the target of the investigation.

PROGRAM OUTCOMES:

® During F.Y. 1998-99, because of experience and employee development, the division will
continue to increase its service level. The division expects to resolve approximately 300
complaints which include requests for assistance from local governmental units, requests from
other law enforcement agencies, and formal M.S. 609.456 notifications.

#  The division will strive to thoroughly and timely investigate allegations of maifeasance,
misfeasance, and nonfeasance to ensure taxpayers the proper oversight of the 4,300 local units
of government.

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

& The division will continue to address and report on major policy development issues that have
statewide impact and relate to assessing the integrity, stewardship, and performance of
government activities, such as cemetery oversight and violations of Minnesota law.

® The division will continue to strive to obtain honesty, integrity, and accountability in local
governments and to communicate findings of violations to the public.

LONG-TERM IMPACT:
As the number and complexity of special investigative cases continue to increase, the Office of the
State Auditor (OSA) will be prepared to fulfill its duties to investigate allegations of wrongdoing

and serve as a watchdog over taxpayers’ funds. Full staffing will allow the OSA the ability to
effectively and timely accomplish these goals.
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1998-99 Biennial Budget
BUDGET ACTIVITY: Government Information Division

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

ACTIVITY DESCRIPTION:

This Government Information Division promotes financial accountability and cost-effective public
services for Minnesota's local governments by:

B Researching and analyzing local government financial trends to enable local government officials,
state and local taxpayers and state policy makers to better understand the relative financial
condition of all local governments.

8@ Conducting detailed analysis of local government spending patterns to highlight practices
employed by various local governments that result in more cost-effective government services.

®  Prescribing accounting and financial reporting standards for Minnesota's counties, cities,
townships and special service districts to help ensure uniformity and consistency.

8 Collecting uniform financial data from local governments, compiling that information into a
statewide database, and ensuring that the data collected is verified by using financial audits,
Department of Revenue property tax data, and historical data for each unit of government.

B Disseminating statewide financial data on local government revenues, expenditures, indebtedness,
fund balances, tax capacity, and salaries/benefits to enable local officials and the public to better
assess the relative financial condition of their government, and for state policy makers to use in
formulating local government aids and credits policies. The data is also provided to the U.S.
Bureau of the Census for integration into a national local government financial database.
Expenditures, revenues and bonded debt data on streets and highways is provided to the U.S. and
Minnesota Departments of Transportation.

8 Developing and maintaining the City and Town Accounting System (CTAS), a computer software
program, made available to local governments to automate and improve accounting functions.

@ Establishing computerized methods for collecting and disseminating local government financial
information to streamline the financial reporting process.

BUDGET ISSUES:

The division is requesting a $342,000 increase which reflects the need for technological improvements
and staff to meet its objectives for computer based reporting and dissemination of OSA information.
Since 1991, IISAC has entered into agreements in excess of approximately $1,300,000 to research
changes in uniform accounting and financial reporting methods for local governmental units of
Minnesota. IISAC has approximately $300,000 remaining in this appropriation account.

The OSA intends to participate in elements of this project by establishing a resource on the Internet
where local government financial information will be available to the public, local government
officials and the Legislature. This information will initially be available in the form of downloadable
databases and reports. Reports will also be available in the form of web pages. There will be an
ongoing effort to improve the timeliness, accessibility and usefulness of this information, including:
1) providing the ability to query the databases through web pages, 2) working with state agencies to
establish links or house related information, where appropriate, 3) working with state agencies to
eliminate redundant information, and 4) enhancing the financial information by collecting and relating
it to appropriate nonfinancial information. To realize this goal, it will be necessary to obtain and
update the OSA’s personnel, technical equipment, tools and expertise.

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

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

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

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

B Review and resolve apparent discrepancies and reporting errors in financial statements, audits,
lobbying disclosure forms, criminal forfeiture incident reporting forms, solid waste management
reporting forms, and other statutorily required reporting forms filed by 87 counties, 855 cities,
and over 1,800 townships.

® Maintain a comprehensive database of financial data on all local governments within the state.

@ At the request of legislative committees and other clients, develop surveys and forms used to
gather detailed financial information on specific subjects related to local government finances.

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

® Maintain the Cities and Towns Accounting System software for use by small cities and towns
throughout the state.

The overall efficiency and effectiveness of the Government Information Division should be measured
by more than the amount of data it produces. The ultimate dissemination and use of that data to assist
in discussion and public policy decision making is a very important measure of its effectiveness.
Technological improvements in this area will greatly increase the ability of the Office of the State
Auditor to reach out and interact with numerous other governmental entities and citizens throughout
the state. Technological improvements will increase citizen access to data and allow taxpayer use of
financial data to discuss financial health, local spending and revenue decisions with representatives
of local government.

REVENUE:

The Government Information Division receives a direct appropriation from the General Fund, but
M.S. 477A.014, subd. 4, authorizes the Commissioner of Revenue to deduct up to $217,000 each
year from local government aids for the cost of services related to the government information
function. In order for this division to fully recover its costs, M.S. 477A.014, subd. 4, would need
to be amended to provide for the full reimbursement of costs from local government aids.

The costs of collecting highway expenditure data from local governments and reporting the statewide
data to state and federal transportation officials is paid to OSA by the Department of Transportation
through an interagency agreement. A fee is charged to local governments to purchase the CTAS
software package.
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1998-1999 BIENNIAL BUDGET
(DOLLARS IN THOUSANDS)

AGENCY:  STATE AUDITOR
PROGRAM: STATE AUDITOR
ACTIVITY: GOVERNMENT INFORMATION DIV

FY 1998 FY 1999
Est. Base Agency  Governor Base Agency  Governor
ACTIVITY SUMMARY FY 1996 FY 1997 Level Request Recomm. Level Request Recomm.
EXPENDITURES:
DETAIL BY CATEGORY:

STATE OPERATIONS:

PERSONAL SERVICES 244 330 341 406 341 350 415 350

OPERATING EXPENSES 78 196 93 198 93 95 202 95

SUBTOTAL STATE OPERATIONS 322 526 434 604 434 445 617 445
TOTAL EXPENDITURES 322 526 434 604 434 445 617 445
AGENCY REQUEST ITEMS: FUND

TECHNOLOGICAL IMPROVEMENTS GEN 170 172
TOTAL AGENCY REQUEST ITEMS 170 172
EXPENDITURES BY FUND:

DIRECT APPROPRIATIONS: )

GENERAL 322 526 434 604 434 445 617 445
TOTAL EXPENDITURES 322 526 434 604 434 445 617 445
FTE BY EMPLOYMENT TYPE:

REGULAR 7.0 7.0 7.0 8.0 7.0 7.0 8.0 7.0
TOTAL FTE 7.0 7.0 7.0 8.0 7.0 7.0 8.0 7.0
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F.Y. 1998-99 BUDGET INITIATIVE

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

ITEM TITLE: Technological Improvements

1998-99 Biennium 2000-01 Biennium

F.Y. 1998 F.Y. 1999 F.Y. 2000 F.Y. 2001
AGENCY REQUEST*
Expenditures: ($000s)
General Fund
- State Operations $170 $172 $172 $172

Statutory Change? Yes No _X
If yes, statutes(s) affected:

*Non-Executive Branches of Government

RATIONALE:

The funds requested will be used for improving local government financial reporting in Minnesota.
This project necessitates that local government financial information be made available to the
general public, local government officials, and the Legislature. To date, the problem of how to
make this information available to the public has been studied under the direction of the
Intergovernmental Information Systems Advisory Council (IISAC) and that entity’s outside
professional consultants.

This request will allow the Office of the State Auditor (OSA) to implement a uniform financial
reporting product and the capability to maintain a presence on the Internet where local government
financial information will be available for viewing or downloading by others. This initiative will
allow the OSA the ability to obtain personnel, equipment, tools, and the technical expertise
necessary to make the information collected easily accessible, understandable, and usable. In
addition, efforts will be made to work with other state agencies to eliminate redundant information
where practical, and to link or house related information when appropriate. Finally, efforts will be
made to enhance information by combining current financial data with other related information and
analysis to allow the user to better determine the meaning behind the financial information
warehoused at the OSA.

PROGRAM OUTCOMES:

®  Establishment and maintenance of a Local Area Network within the State Auditor’s Office to
make preparation and dissemination of annual reports and other public information more
efficient for office staff, state agencies, and interested parties.

®  Development of computerized methods for reporting local government information. This
includes creating computer based reporting forms on diskette and establishing web page
reporting forms on the Internet to simplify reporting to the Office of the State Auditor.

B Permitting databases of local government financial information, including financial reports, to
be available for more widespread accessibility to the public using diskette, downloading or
querying through the Internet.

B8  Upgrading the Cities and Towns Accounting System software to make reporting more
automated.

B At the request of legislative committees and other clients, development of surveys and forms
used to gather detailed financial information on specific subjects related to local government
finances in a more efficient manner.

LONG-TERM IMPACT:

These technological improvements will increase citizen access to data and allow taxpayer use of
financial data to discuss financial health, local spending, and revenue decisions with representatives
of local government. This implementation will provide uniform financial reporting by local
governments.
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1998-99 Biennial Budget

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

ACTIVITY DESCRIPTION:

The Pension Oversight Division monitors investment, financial and actuarial reporting for public
pension funds to ensure a financially stable retirement system throughout the state, accountability for
the fiscally prudent management of local tax dollars that are contributed to the retirement funds, and
compliance with state statutes governing the activities of the relief associations.

The responsibilities of this division are to:

28  Develop and maintain financial reporting that will effectively measure compliance with state laws
governing maximum benefit levels, establish the normal costs of the pension fund, determine
unfunded liabilities or surplus, and calculate required municipal contributions.

B Review documents filed with the Office of the State Auditor (OSA) including financial reporting
forms, schedules, actuarial reports, defined contribution allocation tables, fire protection
reporting forms, and audited financial statements for accuracy and completeness. Resolve all
discrepancies in reports by working directly with the relief association officers, city officials,
and/or independent accountants.

®  Prepare periodic reports to the Commissioner of Revenue certifying that individual relief
associations have met statutory compliance and reporting standards and are therefore eligible to
receive various state aid distributions.

B Prepare an annual report to the Legislature on the general financial condition of approximately
700 volunteer fire relief associations including a summarization of financial and benefit
information as required by M.S. 6.72.

B Provide training at the pension conferences sponsored by the OSA and other regional training
conferences. These conferences provide information and training for officers and trustees of
pension funds on reporting requirements and the appropriate management of pension funds.

®  Collect, analyze, and prepare an annual report regarding investment information for over 130
pension reliefs in the state of Minnesota pursuant to M.S. 356.219.

B Develop and annually update an auditor’s packet, treasurer’s packet, tax booklet, investment
recommendations, and financial spreadsheet to assist pension reliefs in complying with state
laws.

B Provide technical assistance to pension funds on issues relating to various reporting require-
ments, tax code, state laws, fiduciary responsibilities of officers and trustees, maintenance of
complete and accurate by-laws, and other statutory regulations governing the operation of relief
associations.

8 Review financial reports of relief associations for potential irregularities that may indicate theft
or willful misappropriation of pension funds. Assist the audit and special investigations activities

of the OSA with appropriate investigations.

®  Respond to requests for assistance and information from the Legislative Commission on Pensions
and Retirement, legislators, executive branch officials, city officials, and citizens.

BIDGET ISSUES:

Pursuant to additional requirements set forth in M.S. 356.219, the Pension Oversight Division
requests an additional $335,000 from the current level of spending. The Pension Oversight Division
now receives investment performance information from approximately 160 relief associations.
However, beginning in 1998, the Pension Oversight Division will be receiving investment
performance information from approximately 570 additional relief associations which will need to
be analyzed and compiled into a report as required by law.

Under M.S. 356.219, the costs for investment performance reporting must be funded from the OSA’s
direct General Fund appropriation. The remaining costs of the Pension Oversight Division, except
for investment performance reporting costs, are deducted from the total of General Fund distributions
for fire and peace officer state aids pursuant to M.S. 69.021, subd. 5. In F.Y. 1996, the amount
deducted from fire and peace officer state aid distributions totaled $181,763 leaving a net General
Fund expenditure for investment performance reporting of only $45,301.

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

8 Annually review and update schedules and financial reporting forms used by relief associations.

®  Annually review all schedules, reporting forms, audits, actuarial reports, and accountant’s
certification filed by over 700 pension funds.

B8 Prepare a report for the legislature on general financial conditions of the fire relief associations.

B Assist approximately 650 relief associations to correct discrepancies or inaccuracies in their
financial and investment reporting forms.

B Prepare the investment performance report for all 726 pension reliefs as mandated by law.

®  Annually issue guidelines for independent auditors to use when conducting their statutorily
mandated certifications or audits of relief associations.

B  Annually issue guidelines for investing of pension funds and complying with pension laws by
relief treasurers.

B Respond to requests for assistance from over 726 pension funds seeking information, advice, and
technical assistance on various issues affecting the operations and financial management of the
associations.

B Prepare statutorily mandated reports to the legislature and the Commissioner of Revenue relative
to the compliance of all relief associations with state laws and reporting requirements.

REVENIIE:

The Office of the State Auditor receives a direct appropriation from the General Fund for auditing
and pension oversight of local police and fire reliefs.” In order to recover costs, the estimated
examination costs and expenses certified (and any difference of actual amounts reconciled) by the
OSA to the Department of Revenue are deducted from the totals to be paid for aids distributed for
local police and fire aid reliefs. These offsets reimburse the General Fund for the OSA’s expenses.
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1998-1999 BIENNIAL BUDGET
(DOLLARS IN THOUSANDS)

AGENCY: STATE AUDITOR
PROGRAM: STATE AUDITOR
ACTIVITY: PENSION OVERSIGHT
FY 1998 FY 1999

Est. Base Agency  Governor Base Agency Governor
ACTIVITY SUMMARY FY 1996 FY 1997 Level Request Recomm. Level Request Recomm.
EXPENDITURES:
DETAIL BY CATEGORY:

STATE OPERATIONS:

PERSONAL SERVICES 188 193 200 278 200 205 325 205

OPERATING EXPENSES 38 46 46 114 46 47 116 47

SUBTOTAL STATE OPERATIONS 226 239 246 392 246 252 441 252
TOTAL EXPENDITURES 226 239 246 392 246 252 441 252
AGENCY REQUEST ITEMS: FUND

ADDITIONAL REPORTING REQUIREMENTS GEN 146 189
TOTAL AGENCY REQUEST ITEMS 146 189
EXPENDITURES BY FUND:

DIRECT APPROPRIATIONS:

GENERAL 225 237 244 390 244 250 439 250
STATUTORY APPROPRIATIONS:

SPECIAL REVENUE 1 2 2 2 2 2 2 2
TOTAL EXPENDITURES 226 239 246 392 246 252 441 252
REVENUE COLLECTED:

DEDICATED:

SPECIAL REVENUE 2 2 2 2 2 2 2
TOTAL REVENUES COLLECTED 2 2 2 2 2 2 2
FTE BY EMPLOYMENT TYPE:

REGULAR 4.0 4.0 4.0 6.0 4.0 4.0 7.0 4.0
TOTAL FTE 4.0 4.0 4.0 6.0 4.0 4.0 7.0 4.0
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F.Y. 1998-99 BUDGET INITIATIVE

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

ITEM TITLE: = Additional Mandated Reporting Requirements

1998-99 Biennium 2000-01 Biennium

F.Y. 1998 E.Y. 1999 F.Y. 2000 F.Y. 2001
AGENCY REQUEST*
Expenditures: ($000s)
General Fund
- State Operations $146 $189 $189 $189
Statutory Change? Yes No _X

If yes, statutes(s) affected:

* Non-Executive Branches of Government

RATIONALE:

Pursuant to additional requirements set forth in M.S. 356.219, the Pension Oversight Division re-
quests an additional $335,000 from the current level of spending. The Pension Oversight Division
now receives investment performance information from approximately 160 relief associations.
Beginning in 1998, the Pension Oversight Division will be receiving investment performance infor-
mation from approximately 570 additional relief associations which will need to be analyzed and
compiled into a report as required by law. This additional workload will require 3.0 FTE to be
added to staff.

The costs of the Pension Oversight Division, except for investment performance reporting ex
penses, are deducted from General Fund fire and peace officer state aid distributions pursuant to
M.S. 69.021, subd. 5. The costs for investment performance reporting are funded through a direct
General Fund appropriation, since the State Auditor is prohibited from charging back entities for
these reporting costs pursuant to M.S. 356.219, subd. 5. For F.Y. 1996, the General Fund
distribution for fire and peace officer state aid was reduced by $182,000 for Pension Oversight.
Only $45,000 was expended from the General Fund for investment performance reporting costs.

PROGRAM OUTCOMES:

B Assist approximately 650 relief associations to correct discrepancies or inaccuracies in their
investment reporting forms.

® Prepare the investment performance report for all 726 pension reliefs as mandated by law.

®m  Respond to requests for assistance from over 726 pension funds seeking information, advice,
and technical assistance on investment reporting issues.

®  Prepare statutorily mandated reports to the Legislature as mandated by law.

LONG-TERM IMPACT:
Will the additional resources provided by this request, the Office of the State Auditor will be able to

fulfill its additional statutory responsibilities of collecting, analyzing and preparing an annual invest-
ment performance report for all 726 pension reliefs.
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1998-99 Biennial Budget

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

ACTIVITY DESCRIPTION:

The Single Audit Division determines if single audit reports submitted by cities, counties, school
districts, nonprofit agencies, Regional Development Commissions (RDC's), Housing Redevelopment
Agencies (HRA's) and other agencies have complied with reporting requirements. Single audit
reports prepared by a variety of agencies are reviewed annually to determine reporting compliance
with the requirements of the Single Audit Act of 1984, Single Audit Act Amendments of 1996, Office
of Management and Budget Circulars A-128 or A-133 and the American Institute of Certified Public
Accountants, Audit and Accounting Guide, "Audits of State and Local Governmental Units."”

The Office of the State Auditor issues a report on the findings of these reviews to the U.S.
Department of Agriculture (federal cognizant agency for single audit), Minnesota Legislative Auditor,
Minnesota Department of Finance and state agencies that receive federal funding. These findings
include internal control, noncompliance, crosscutting issues, questioned costs, the amount of federal
grants audited, and whether the report complies with the requirements of the Act, Circulars and
Guide. Information from these single audit reports is used by state agencies as a means for resolving
the audit findings.

BIIDGET ISSITES:

The budget for this activity has been reduced by $46,000 this biennium to reflect a reduction in
workload for this division.

PLANNED RESULTS:

The Single Audit Act Amendments of 1996 changes the thresholds for requiring a single audit. The
estimated number of agencies needing a single audit beginning with F.Y. 1997 will be significantly
lower than F.Y. 1996.

Single Audit reports to be reviewed:

EY 1996 - EY. 1997 = EY. 1998  EY 1999

Cities 125 125 50 50
Counties 87 87 83 83
HRA’s 10 10 10 10
Indian Tribes 12 12 12 12
Libraries 19 16 5 5
Nonprofit Agencies 280 150 55 55
RDC’s 10 10 10 10
School/Educational Districts 490 265 265 - 265
Other 40 25 10 10

TOTAL 1,073 700 500 500

REVENIIE:

The expenditures for this division are recovered from state agencies that receive federal funds
through the statewide indirect cost process administered by the Department of Finance.
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AGENCY:  STATE AUDITOR
PROGRAM: STATE AUDITOR
ACTIVITY: SINGLE AUDIT

1998-1999 BT ENNIAL BUDGET
(DOLLARS IN THOUSANDS)

FY 1998 FY 1999
Base Agency  Governor Base Agency  Governor
ACTIVITY SUMMARY FY 1996 FY 1997 Level Request Recomm. Level Request Recomm.
EXPENDITURES:
DETAIL BY CATEGORY:

STATE OPERATIONS:

PERSONAL SERVICES 57
OPERATING EXPENSES 5 94 55 55 55 55 55 55

SUBTOTAL STATE OPERATIONS 62 94 55 55 55 55 55 55
TOTAL EXPENDITURES 62 94 55 55 55 55 55 55
EXPENDITURES BY FUND:

DIRECT APPROPRIATIONS:

GENERAL 62 94 55 55 55 55 55 55
TOTAL EXPENDITURES 62 94 55 55 55 55 55 55
FTE BY EMPLOYMENT TYPE:

REGULAR 1.1
TOTAL FTE 1.1
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1998-99 Biennial Budget

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

o e

ACTIVITY DESCRIPTION:

The Tax Increment Financing Division promotes legal compliance and accountability through
examination and audit of political subdivisions’ use of tax increment financing utilized to encourage
various types of economic development and redevelopment projects as provided by law. To achieve
this end, the division reviews annual reporting forms containing tax increment financing district
financial information; performs legal compliance audits on tax increment districts throughout the State
of Minnesota; answers citizens’ and local government officials’ questions regarding tax increment
financing; and travels throughout the state to educate local government officials and citizens on the
proper use of tax increment financing.

BUDGET ISSUES:

The TIF Division in the Office of the State Auditor was established in 1996. Prior to 1996, legal
compliance enforcement rested with the Minnesota Department of Revenue.

The TIF division in the OSA is funded by 0.10% of tax increment distributed to authorities or
municipalities administering a tax increment financing district. The amounts deducted from tax
increment payments are paid to the General Fund and appropriated to the OSA for the cost of
overseeing the financial reporting process for over 1,600 tax increment financing districts and the cost
of examining and auditing of authorities’ use of over $250,000,000 in annual tax increment payments.

The annual amount received by the Office of the State Auditor will vary depending on the number of
active tax increment financing districts existing in the state and the amount of tax increment generated
by those districts. This fluctuating revenue may cause cash flow problems for the division, especially
if funds are not forwarded promptly to the State from local units of government.

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

®  Division personnel will review reporting forms containing tax increment financing information
from over 1,600 tax increment financing districts throughout the State of Minnesota.

8 The OSA will notify authorities or municipalities of problems or issues relating to financial
information reported on annual reporting forms and obtain corrected information.

®  The division plans to develop and maintain a compilation of financial information relating to the
State of Minnesota tax increment financing districts.

®  The division will provide information and education and respond to citizens and local government
officials requesting information regarding the lawful use of tax increment financing in the State
of Minnesota.

B Staff will conduct on-site examinations and audits of authorities’ use of tax increment financing
in accordance with M.S. 469.174 - .179 and related provisions.

= Staff will identify noncompliance with M.S. 469.174 - .179 and notify authorities or municipali-
ties of unlawful expenditure of tax increment.

B The OSA will provide the chairs of the legislative committees with jurisdiction over tax increment
financing with an annual report containing information on authorities’ or municipalities’
noncompliance with M.S. 469.174 - .179 and related provisions.

®  The division will forward relevant information regarding violations of M.S. 469.174 - .179, and
related provisions of law, to the county attorney for enforcement action.

® TIF will work in cooperation with the Department of Revenue, the Association of Minnesota
Counties, the League of Minnesota Cities, and local government officials to provide training and
education to individuals administering tax increment financing districts in the State.

REVENUE:

The Tax Increment Financing division is funded by 0.10% of tax increment monies distributed to

authorities or municipalities administering a tax increment financing district. After this revenue is
deposited with the State Treasurer, it is transferred to the OSA to fund TIF program activities.
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AGENCY:  STATE AUDITOR
PROGRAM: STATE AUDITOR
ACTIVITY: TAX INCREMENT FINANCING

1998-1999 BIENNIAL BUDGET

(DOLLARS IN THOUSANDS)

FY 1998 FY 1999
Est. Base Agency  Governor Base Agency  Governor
ACTIVITY SUMMARY FY 1996 FY 1997 Level Request Recomm. Level Request Recomm.
EXPENDITURES:
DETAIL BY CATEGORY:

STATE OPERATIONS:

PERSONAL SERVICES 8 204 210 210 210 215 215 215

OPERATING EXPENSES 19 53 55 55 55 50 50 50

SUBTOTAL STATE OPERATIONS 27 257 265 265 265 265 265 265
TOTAL EXPENDITURES 27 257 265 265 265 265 265 265
EXPENDITURES BY FUND:

STATUTORY APPROPRIATIONS:

SPECIAL REVENUE 27 257 265 265 265 265 265 265
TOTAL EXPENDITURES 27 257 265 265 265 265 265 265
FTE BY EMPLOYMENT TYPE:

REGULAR .2 4.2 4.2 4.2 4.2 4.2 4.2 4.2
TOTAL FTE .2 4.2 4.2 4.2 4.2 4.2 4.2 4.2

PAGE F-47



1998-99 Biennial Budget

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

ACTIVITY DESCRIPTION:

The Constitutional Office provides overall management for the Office of the State Auditor (OSA) for
its regular and special audits. It oversees timely completion of these audits and the process by which
the content, recommendations and technical proficiency are reviewed for accuracy before being
issued.

The Constitutional Office directs training programs and conferences hosted by the OSA. It also
provides training and instruction to staff regarding technical issues and customer service/client
relations.

It coordinates the dissemination of information regarding the financial condition of local
governments. It works with local officials to improve the quality of their financial operations and
to make their services more efficient and cost-effective.

The Constitutional Office supports the OSA's role on the Executive Council, Land Exchange Board,
State Board of Investment, Minnesota Housing Finance Agency, Public Employees Retirement Board
and Board of Government Innovation and Cooperation.

BIDGET ISSUES:

The Constitutional Office request consists of a $15,000 increase which reflects a need to update the
computer systems to allow for increased communication with local governments and citizens
throughout the state. As the information-sharing activity rests with this area of the OSA, it is
important that the Constitutional Office technology keep pace with the rapid technological changes
and allow for the most efficient and effective distribution of data gathered by the OSA.
PLANNED RESULTS:

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

B Provide supervisory oversight and direction to the audit staff concerning all aspects of financial
and compliance auditing.

®  Offer training programs and conferences for staff, clients, and other interested parties.

B Provide quality staff training in the areas of technical issues and customer service.

®  Analyze and share information collected by the Government Information Division on the
financial condition of local governments and the financial trends affecting government at state
and local levels.

® Communicate and coordinate OSA information with local government officials.

®  Monitor local governments reporting requirements on a regular basis.

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

B Oversee policies and practices of the Public Employee Retirement Association, Rural Finance
Administration, and the Board of Government Innovation and Cooperation.

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

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

REVENIIE:

None.
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AGENCY:  STATE AUDITOR
PROGRAM: STATE AUDITOR
ACTIVITY: CONSTITUTIONAL OFFICE

1998-1999 B I ENNIAL BUDGET

(DOLLARS IN THOUSANDS)

FY 1998 FY 1999
Est. Base Agency Governor Base Agency  Governor
ACTIVITY SUMMARY FY 1996 FY 1997 Level Request Recomm. Level Request Recomm.
EXPENDITURES:
DETAIL BY CATEGORY:

STATE OPERATIONS:

PERSONAL SERVICES 255 259 267 267 267 274 274 274

OPERATING EXPENSES 27 38 35 42 35 36 (24 36

SUBTOTAL STATE OPERATIONS 282 297 302 309 302 310 318 310
TOTAL EXPENDITURES 282 297 302 309 302 310 318 310
AGENCY REQUEST ITEMS: FUND

CONSTITUTIONAL OFFICE TECHNOLOGY GEN 7 8
TOTAL AGENCY REQUEST ITEMS 7 8
EXPENDITURES BY FUND:

DIRECT APPROPRIATIONS: :

GENERAL 282 297 302 309 302 310 318 310
TOTAL EXPENDITURES 282 297 302 309 302 310 318 310
FTE BY EMPLOYMENT TYPE:

REGULAR 3.9 3.9 3.9 3.9 3.9 3.9 3.9 3.9
TOTAL FTE 3.9 3.9 3.9 3.9 3.9 3.9 3.9 3.9
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F.Y. 1998-99 BUDGET INITIATIVE

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

ITEM TITLE: = Technological Improvements

1998-99 Biennium 2000-01 Biennium
F.Y. 1998 F.Y. 1999 F.Y. 2000 F.Y. 2001
AGENCY REQUEST*
Expenditures: ($000s)
General Fund
- State Operations $7 $8 $8 $8

Statutory Change? Yes No _X

If yes, statutes(s) affected:

* Non-Executive Branches of Government

RATIONALE:

The Constitutional Office’s request reflects a need to update the computer systems to allow for
increased communication with local governments and citizens throughout the state. As the
information-sharing activity rests with this area of the Office of the State Auditor (OSA), it is im-
portant that the Constitutional Office technology keep pace with the rapid technological changes and
allow for the most efficient and effective distribution of data gathered by the OSA.

PROGRAM MES:

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

®  Analyze and share information collected by the Government Information Division on the finan-
cial condition of local governments and the financial trends affecting government at state and
local levels.

N RM IMPACT:

Technological improvements will increase citizen and interoffice access to data and allow citizens
and OSA employees to use financial data to discuss and analyze financial health, local spending and
revenue decisions.
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OFFICE OF THE STATE TREASURER
Organization Chart as of 7/1/96
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e Cur. FTE 1.0
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Agency: State Treasurer, Office of

Summary of Agency Actions:

BASE-YEAR (F.Y. 1997)
Appropriations (F.Y. 1997)

BASE ADJUSTMENT

1997 Salary Supplement Transfers
1998-99 Compensation Inflation
Small Agency S & E Inflation

BASE LEVEL (for 1998 and 1999)

AGENCY DECISION ITEMS

AGENCY PLAN (for 1998 and 1999)

GOVERNOR'’S INITIATIVES

Sustainable Growth Initiative

GOVERNOR’S RECOMMENDATIONS

Fund: General - Direct Appropriations

1998-99 Biennial Budget
Agency Budget Brief

($ in thousands)

EY 1998  FEY. 199 EY.98-99
$2,478 $2,478 $4,956

31 31 62

16 33 49

47 94 141
$2,572 $2,636 $5,208
-0- 0- 0
$2,572 $2,636 $5,208

98 98 196

$2,670 $2,734 $5,404

Brief Explanation of Agency Plan:

®  The Treasurer’s Office appropriation request of $5,208,000 for the biennium is for the most part
non-discretionary expenditures as follows: 64% is obligated for Banking Contract Services, 34 %
is obligated for salaries, office rent, maintenance, contracts, communications, and continuous
required financial system (computer) programming and development.

Revenue Summary:
None.
Affected Statutes:
None.
GOVERNOR’S RECOMMENDATION: .

Historically, the courts, the legislature, and other constitutional officers have departed from executive
branch budget guidelines and have not fully participated in the executive branch budget process. The
Governor respects this separation of powers and the desire of other elected state officials to
independently present their budget requests directly to the legislature. However, the Governor is
required by law to submit a balanced budget to the legislature, and therefore it is necessary to identify
funding for those offices as part of preparing a total, balanced budget.

The Governor is firmly committed to fiscal stability, meaning that spending cannot grow at a greater
rate than resources. Therefore, the Governor recommends that the budgets of the courts, the Public
Defender, constitutional officers and the legislature grow no more than the rate of growth in General
Fund revenues. General Fund revenues for 1998-99 are projected to grow by 7.7% over the current
biennium, and the Governor recommends funding increases equal to that growth.

For the Office of the State Treasurer, this amounts to a biennial increase of $386,000. This increase
is comprised of $49,000 for salary compensation and $141,000 for expense inflation and $196,000
for any initiative the office may put forward.

The Governor makes no recommendation regarding the specific initiatives put forward by the Office
of the State Treasurer.
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1998-99 Biennial Budget

AGENCY: State Treasurer, Office of the

AGENCY DESCRIPTION:

The mission of the Office of State Treasurer, the chief elected state financial officer, is to carry out,
independent of other agencies, responsibilities in various monetary areas important to the efficient
fiscal operation of state government, including: provide a system of checks and balances in the
financial affairs of the state, formulate policy for cash control, and maintain sound cash management;
debt service accounting; pension investment policy; policy for leasing natural resources sites; policy
for state/federal fiscal relations; and coordination of related financial matters with the legislature and
state and local agencies.

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

In addition, the incumbent Treasurer is an advocate for public pension rights, consumer rights,
shareholder rights, democracy in corporate governance and intergovernmental tax immunity. The
incumbent is also active in national public finance organizations: National Association of State
Treasurers (President); National Association of State Auditors, Comptrollers and Treasurers;
Electronic Benefits Transfer Council; Council of State Governments; National Conference on Public
Employee Retirement Systems; Public Finance Network; Council of Institutional Investors; and
Government Finance Officers Association.

The proper execution of the duties benefit the citizens and government of the state of Minnesota and
requires funding at an adequate level.

The operational responsibilities and objectives of the office include the following:

B Approve an annual total of approximately 5,500,000 state issued warrants and legislative payroll
and expenditures as they are presented by banks daily for payment.

8 Accurately record daily deposits into 170 banks as reported by approximately 160 Deputy
Registrars and 210 different state agencies, including higher education facilities, throughout the
state.

2 Maximize investment earnings by determining amounts available for investment throughout the
day each day after analyzing receipt and disbursement activity.

& Verify all investment expenditures made by SBI staff and authorize payment to brokers.

® Verify receipts of all investment proceeds earned from investments made on behalf of state
agencies.

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

8 Formulate policy for cash management procedures.

# Pay and account for principal and interest due for some 70 state bonded debt issues.

B Receive, account for, and deposit federal and state income tax, Medicare and social security taxes

for the legislature, boards and commissions, state employees, state universities and community
colleges.

B Account for, and process payments to banks for service charges assessed the state for banking
activities.

® Receive, account for and deposit the state shares of county receipts, miscellaneous gifts and
escheated estates proceeds.

8 Operate a cash facility to redeem state warrants, bonds and bond coupons.

&8  Prepare and publish a credit card report to be available to the general public for the purpose of
comparing information of the various card issuers.

AGENCY ISSUES:

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

The office is a service-oriented office. The office serves the public and all state agencies in
performing duties that are unique. The office is the cash management and cash control center for the
state. It transforms all revenues to cash and drives cash investment. The office is a vital link to the
state government financial reporting system by providing fiscal information necessary to operate state
government. In short, the office is watchdog for all monies paid into and out of the General Fund,
retirement funds, debt service funds and other funds. serving as the representative of the taxpayers
of Minnesota.

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

8 Electronic Collection of Agency Receipts. Demands by the public and businesses are requiring
agencies to accept payments using methods other than checks. These methods include credit
cards and Automated Clearinghouse (ACH) Debits and Credits. The federal government has
significantly increased its use of electronic transfers of funds to the state treasurer’s accounts,
sometimes creating reconciling problems for the agencies. The Treasurer's Office will be able
to respond to these changes in the financial world by assisting agencies in developing procedures
and the technology to accommodate these demands.

&8 Electronic Payments to Businesses and General Public. Just as in collecting payments
electronically, the state is being asked to issue payments electronically rather than by issuing state
warrants. For example, many vendors offer significant ongoing discounts if they can debit a state
account for periodic payments rather than sending out billing statements and processing payments
by warrants. The Treasurer's Cash Management System, Funds Transmission Systems and
Verification Systems must be able to accommodate these requests without compromising security
of state funds.

B Electronic Benefits Transfers (EBT) for the Department of Human Services (DHS) Statewide.
The Treasurer's Office has been a very active participant in the development of EBT for DHS
clients statewide. The State Treasurer is one of 6 charter governmental members of the EBT
Council, a public-private division of the National Automated Clearinghouse Association
(NACHA), representing the states of the Upper Midwest and the National Association of State
Treasurers. In 1996 the EBT Council successfully drafted and adopted the QUEST Operating
Rules which are the foundation for EBT nationwide and which are consistent with the pioneering
EBT practices in Minnesota. These nationwide rules will significantly reduce the cost of
statewide EBT in Minnesota, which means safer for clients, less overhead for government and
more efficiency for DHS with less fraud.
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1998-99 Biennial Budget

AGENCY: State Treasurer, Office of the
(Continuation)

2 Deposit Reporting (Deputy Registrars). Half of the current paper reporting system was
replaced by an electronic one with the Treasurer's new information system. However, agencies
not on the state network such as 160 Deputy Registrars must still use paper via the U.S. mail.
Our challenge will be to develop an electronic alternative which is currently being discussed. The
effect of this alternative is it is less costly and increases earnings on state funds invested .

2 Electronic Data Interchange (EDI) - The Treasurer’s Office and Finance initiated the formation
of an EDI Steering Committee more than 5 years ago. Reason: more efficient cash management.
EDI allows accounting and deposit information to be transferred electronically and simulta-
neously. The proper use of this technology, combined with reengineered business processes, will
be much more efficient for agencies; they enter data only once, send it anytime, and no paper.

B Master Contract for Credit Card Vendors (Proposed) - current practice allows each agency
to separately negotiate terms with credit card companies when the agency has elected to accept
credit card payments. This is very inefficient. Agencies are not knowledgeable about these
matters; volume discounts are lost; bidding is not competitive; balancing deposits is much more
difficult; both paper and electronic systems must be supported, etc. The Treasurer’s Office and
Finance are developing processes consistent with evolving smart card technology which will
require agencies (if they elect to accept credit card payments) to offer such services through a
master contract.

&  Electronic Audit Trails (Proposed) - current practice requires Treasurer to maintain cabinets
of paper for audit purposes. New systems are being designed to allow for safe, dependable
electronic storage and may allow extensive auditing off-site. Currently, auditors spend
approximately 3 months each year on-site. We would hope to share this technology with other
agencies when approved.

® Citizen Access to Information - We anticipate continued pressure to make public information
readily available to the public. We are developing methods of placing such information on the
Internet via web pages and other electronic means. Examples are the annual Treasurer's Credit
Card Report and the annual Treasurer's Financial Report.

The agency's budget plan is constructed to achieve the following outcomes:

® To accomplish the operational responsibilities and objectives of the office as described under
AGENCY DESCRIPTION above.

®  To promote and assist agencies in utilizing available technology in the collection of state monies.

B To expand the use by agencies of electronic payments and receipts systems that replace paper and
checks.

® To reduce banking costs by consolidating more bank accounts and reducing paper transactions
such as checks, return items, deposit errors, reports, etc.

GOVERNOR’S RECOMMENDATION:

Historically, the courts, the legislature, and other constitutional officers have departed from executive
branch budget guidelines and have not fully participated in the executive branch budget process. The
Governor respects this separation of powers and the desire of other elected state officials to
independently present their budget requests directly to the legislature. However, the Governor is
required by law to submit a balanced budget to the legislature, and therefore it is necessary to identify
funding for those offices as part of preparing a total, balanced budget.

The Governor is firmly committed to fiscal stability, meaning that spending cannot grow at a greater
rate than resources. Therefore, the Governor recommends that the budgets of the courts, the Public
Defender, constitutional officers and the legislature grow no more than the rate of growth in General
Fund revenues. General Fund revenues for 1998-99 are projected to grow by 7.7% over the current
biennium, and the Governor recommends funding increases equal to that growth.

For the Office of the State Treasurer, this amounts to a biennial increase of $386,000. This increase
is comprised of $49,000 for salary compensation and $141,000 for expense inflation and $196,000
for any initiative the office may put forward.

The Governor makes no recommendation regarding the specific initiatives put forward by the Office
of the State Treasurer.
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AGENCY:  STATE TREASURER
PROGRAM: STATE TREASURER
ACTIVITY: STATE TREASURER

1998-1999 BT ENNIAL BUDGET

(DOLLARS IN THOUSANDS)

FY 1998 FY 1999
Est. Base Agency  Governor Base Agency  Governor
ACTIVITY SUMMARY FY 1996 FY 1997 Level Request Recomm. Level Request Recomm.
EXPENDITURES:
DETAIL BY CATEGORY:
STATE OPERATIONS:
PERSONAL SERVICES 621 651 660 660 660 676 676 676
OPERATING EXPENSES 1,859 1,973 1,912 1,912 2,010 1,960 1,960 2,058
SUBTOTAL STATE OPERATIONS 2,480 2,624 2,572 2,572 2,670 2,636 2,636 2,734
PAYMENTS TO INDIVIDUALS 29
TOTAL EXPENDITURES 2,509 2,624 2,572 2,572 2,670 2,636 2,636 2,734
GOV’S INITIATIVES: FUND
(B) SUSTAINABLE GROWTH INITIATIVE GEN 98 98
TOTAL GOV’S INITIATIVES 98 98
EXPENDITURES BY FUND:
DIRECT APPROPRIATIONS:
GENERAL 2,379 2,624 2,572 2,572 2,670 2,636 2,636 2,734
OPEN APPROPRIATIONS:
GENERAL 76
STATUTORY APPROPRIATIONS:
AGENCY 54
TOTAL EXPENDITURES 2,509 2,624 2,572 2,572 2,670 2,636 2,636 2,734
REVENUE COLLECTED:
DEDICATED:
GENERAL 19 265 265 265 265 265 265 265
SPECIAL REVENUE 6,283 5,850 5,850 5,850 5,850 5,850 5,850 5,850
AGENCY 494 496 496 496 496 496 496 496
HOUSING FINANCE AGENCY 387 390 390 - 390 390 390 390 390
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1998-1999 BIENNIAL BUDGET
(DOLLARS IN THOUSANDS)

AGENCY:  STATE TREASURER
PROGRAM: STATE TREASURER
ACTIVITY: STATE TREASURER
FY 1998 FY 1999
Est. Base Agency  Governor Base Agency  Governor

ACTIVITY SUMMARY FY 1996 FY 1997 Level Request Recomm. Level Request Recomm.
NONDEDICATED:

GENERAL 15,911 17,902 17,902 17,902 17,902 17,902 17,902 17,902

STATE GOVERNMENT SPECIAL REVENUE 115 230 230 230 230 230 230 230

CAMBRIDGE DEPOSIT FUND 20,968 22,611 22,611 22,611 22,611 22,611 22,611 22,611
TOTAL REVENUES COLLECTED 44 177 47,744 47,744 47,744 47,744 47,744 47,744 47,744
FTE BY EMPLOYMENT TYPE:

REGULAR 12.1 13.0 13.0 13.0 13.0 13.0 13.0 13.0

TEMP/SEAS/PART_TIME .9 .5

OVERTIME .1 1 A .1 1 A A .1
TOTAL FTE 13.1 13.6 13.1 13.1 13.1 13.1 13.1 13.1
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1998-1999 B I ENNIAL BUDGET
(DOLLARS IN THOUSANDS)

AGENCY:  STATE TREASURER
FY 1998 FY 1999
Est. Agency Governor Agency  Governor

SUMMARY OF AGENCY REVENUES FY 1996 FY 1997 Forecast Request Recomm. Forecast Request Recomm.
NON-DEDICATED REVENUE:
DEPARTMENTAL EARNINGS:

CAMBRIDGE DEPOSIT FUND 20,968 22,611 22,611 22,611 22,611 22,611 22,611 22,611
OTHER REVENUES:

GENERAL 15,911 17,902 17,902 17,902 17,902 17,902 17,902 17,902

STATE GOVERNMENT SPECIAL REVENUE 115 230 230 230 230 230 230 230
TOTAL NON-DEDICATED RECEIPTS 36,994 40,743 40,743 40,743 40,743 40,743 40,743 40,743
DEDICATED RECEIPTS:
OTHER REVENUES:

GENERAL 19 265 265 265 265 265 265 265

SPECIAL REVENUE 6,283 5,850. 5,850 5,850 5,850 5,850 5,850 5,850

AGENCY 440 496 496 496 496 496 496 496

HOUSING FINANCE AGENCY 387 390 390 390 390 390 390 390
OTHER SOURCES:

AGENCY 54

TOTAL DEDICATED RECEIPTS 7,183 7,001 7,001 7,001 7,001 7,001 7,001 7,001
AGENCY TOTAL REVENUES 44,177 47,744 47,744 47,744 47,744 47,744 47,744 47,744
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1998-99 BIENNIAL BUDGET

PROGRAM STRUCTURE

AGENCY: Attorney General, Office of (AGO)

PROGRAM PAGE
GOVERNMENT SERVICES F-73
PUBLIC AND HUMAN RESOURCES F-79
LAW ENFORCEMENT F-85
LEGAL POLICY AND ADMINISTRATION F-92
BUSINESS REGULATION F-98
SOLICITOR GENERAL F-104
HEALTH AND LICENSING F-109
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Attorney Ge;;ral's Office
Organizational Chart 12/11/96

ATTORNEY GENERAL

74.1

Chief Deputy
EXECUTIVE ADMINISTRATIVE
OFFICE MANAGEMENT
Current Positions:  20.0 Current Positions: ~ 25.4
Initiative 2.0
Total 27.4
GOVERNMENT PUBLIC AND HUMAN LAW BUSINESS SOLICITOR HEALTH &
SERVICES RESOURCES ENFORCEMENT REGULATION GENERAL LICENSING
Current Positions:  64.4 Current Positions: ~ 82.7 Current Positions: ~ 93.9 Current Positions:  61.9 Current Positions:  60.1 Current Positions:
Initiative 3.0
Total 96.9

June 30, 1996 FTE Employees: 471.08
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1998-99 Biennial Budget
Agency Budget Brief
($ in thousands)

Agency: Attorney General, Office of (AGO) Fund: General
Summary of Agency Actions:
EY. 1998 E.Y. 1999 EF.Y. 98-99

BASE-YEAR (F.Y. 1997)

Appropriations (F.Y. 1997) $21,218 $21,218 $42,436

BASE ADJUSTMENT

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

Transfer Between Agencies 100 100 200

1998-99 Compensation Inflation 406 820 1,226

Documented Rent/Lease Inc/Dec 74 129 203
BASE LEVEL (for 1998 and 1999) $21,673 $22,142 $43,815

AGENCY REQUEST ITEMS

Protection of Citizens and Businesses 280 280 560

Information Resource Budget Request 700 700 1,400

Agency Full Funding 1,000 1,000 2,000

1998-99 Compensation Shortfall __ 133 269 402
AGENCY REQUEST (for 1998 and 1999) $23,786 $24,391 $48,177

GOVERNOR’S INITIATIVES

Sustainable Growth Initiative _ 1,026 1,027 2,053
GOVERNOR’S RECOMMENDATIONS $22,699 $23,169 $45,868

Brief Explanation of Agency Request:
The Attorney General's Office is committed to providing the highest quality legal services to our
agency clients and to the people of the state. We are constantly working to find more efficient
and cost-effective ways to do that. This budget submission centers on three goals: preventing
legal disputes from becoming expensive contested matters, achieving more cost efficiency, and
imposing accountability on us and our clients for the services we provide.

We have a number of initiatives that will help achieve those goals. Several will become joint
efforts with the Administration and Legislature, one provides for more partner agency
agreements, and one recommends statutory changes to eliminate mandates that impose process
burdens on AGO and the agencies without offsetting value. Two initiatives require additional
resources: the expansion of our technology programs and an increase in our consumer protection
activities.
Revenue Summary:
The pilot experiments with our partner agencies which began in F.Y. 1996 have proven

successful. We recommend a continuation of the 8 current partner agreements and the addition
of 4-5 more. We are in negotiations now with potential new partners. If those agreements are
negotiated prior to adjournment of the session, we will request that the AGO and partner agency
bases be adjusted comparable to the changes made in 1995 for the pilot sites.

AGO has determined to increase our billing rates to better reflect the actual costs of providing
legal and investigatory services to state agencies. Affected agencies have been notified of these
needed changes, and the new costs will be reflected in our new partner agreements. We
recommend that the partner agency appropriations that will go to legal services be adjusted
upward to reflect the 2.5% inflation assumption included in the governor's budget instructions.

Pursuant to rider language in Laws of Minnesota for 1996, Chapter 390, Section 2, we are
including in this budget submission a summary of all revenues coming to AGO.

Affected Statutes: None.

GOVERNOR’S RECOMMENDATION:

Historically, the courts, the legislature, and other constitutional officers have departed from executive
branch budget guidelines and have not fully participated in the executive branch budget process. The
Governor respects this separation of powers and the desire of other elected state officials to
independently present their budget requests directly to the legislature. However, the Governor is
required by law to submit a balanced budget to the legislature, and therefore it is necessary to identify
funding for those offices as part of preparing a total, balanced budget.

The Governor is firmly committed to fiscal stability, meaning that spending cannot grow at a greater
rate than resources. Therefore, the Governor recommends that the budgets of the courts, the Public
Defender, constitutional officers and the legislature grow no more than the rate of growth in General
Fund revenues. General Fund revenues for 1998-99 are projected to grow by 7.7% over the current
biennium, and the Governor recommends funding increases equal to that growth.

For the Office of the Attorney General, this amounts to a biennial increase of $3,279,000, which
includes the base adjustment of $1,226,000 for salaries. This increase has been placed in the
Government Services program for illustrative purposes only. The Governor makes no recommenda-
tion regarding the specific initiatives put forward by the Office of the Attorney General.

The Governor shares the Attorney General’s concern over the rising cost of legal services. Since the
AGO billing rates are one factor driving agency costs, the Department of Finance will continue to
work with the AGO to review their rate proposal in an effort to moderate rate increases. In an effort
to control agency demand for legal services, automatic increases were not made to agency budgets
to compensate for proposed AGO rates. The Governor’s intent is that the AGO and agencies should
work together to control the growth in legal services costs. The Governor also recommends further
discussion and review of partner agency agreements to evaluate their effectiveness and appropriateness
as a funding mechanism for legal services.

PAGE F-60



Agency: Attorney General, Office of (AGO)

Summary of Agency Actions:

BA AR (F.Y. 1
Appropriations (F.Y. 1997)

BASE ADJUSTMENT

Salary Supplement Transfers
1998-99 Compensation Inflation
Documented Rent/Lease Inc/Dec

BASE LEVEL (for 1998 and 1939)

AGENCY REQUEST ITEMS
1998-99 Compensation Shortfall

AGENCY REQUEST (for 1998 and 1999)
GOVERNOR’S RECOMMENDATIONS

Fund: State Government Special Revenue

1998-99 Biennial Budget
Agency Budget Brief

($ in thousands)

E.Y. 1998 E.Y. 1999 F.Y. 98-99
$1,650 $1,650 $3,300
125 125 125

37 74 111

-9 18 27
$1,821 $1,867 $3,688

28 37 85
$1,849 $1,924 $3,773
$1,821 $1,867 $3,688

Brief Explanation of Agency Request:

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

AGO and one of the licensing boards, the Board of Medical Practice (BMP), entered into a
partner agreement in F.Y. 1996 for the provision of legal services. Under this agreement,
anticipated legal costs were transferred from the AGO base to the BMP base. The experience
under this agreement has been positive for both parties, and we expect to enter into a continuation
of the agreement. We will be exploring additional relationships with other boards in the months
and years ahead.

Revenue Summary:

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

In F.Y. 1996-97, several of the boards initiated cases which resulted in very high legal
expenditures. In one of those cases, AGO and Office of Administrative Hearing costs exceeded
the entire board budget for the year. To help resolve such situations in the future, AGO and the
Department of Finance are preparing a proposal to the Legislature to increase a special
contingency account in this fund (the 171 account) to help protect boards from unanticipated case
costs. Costs will ultimately be recovered from the licensed health professionals.

Affected Statutes:
None.
GOVERNOR’S RECOMMENDATION:
The Governor recommends the calculated base level funding for F.Y. 1998 and F.Y. 1999. The

Governor makes no recommendation regarding the specific initiatives put forward by the Office of
the Attorney General.
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Agency: Attorney General, Office of (AGO)

Summary of Agency Actions:

BASE-YEAR (F.Y. 1997)
Appropriations (F.Y. 1997)

B TMENT

Salary Supplement Transfer
1998-99 Compensation Inflation

BASE LEVEL (for 1998 and 1999)
AGENCY REQUEST (for 1998 and 1999)

GOVERNOR’S RECOMMENDATIONS

Fund:

1998-99 Biennial Budget
Agency Budget Brief
($ in thousands)

Environmental

E.Y. 1998 E.Y. 1999 E.Y. 98-99
$116 $116 $232

9 9 18

3 -6 9

$128 $131 $259
$128 $131 $259
$128 $131 $259

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

Revenue Summary:
Not applicable.

Affected Statutes:
None.

OVERNOR’S RECOMMENDATION:
The Governor recommends the calculated base level funding for F.Y. 1998 and F.Y. 1999.
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Agency: Attorney General, Office of (AGO)

Summary of Agency Actions:

BASE-YEAR (F.Y. 1997)
Appropriations (F.Y. 1997)

BASE ADJUSTMENT
1998-99 Compensation Inflation

BASE LEVEL (for 1998 and 1999)
AGENCY REQUEST (for 1998 and 1999)

GOVERNOR’S RECOMMENDATIONS

Fund: Solid Waste Cleanup

1998-99 Biennial Budget
Agency Budget Brief

($ in thousands)

FY. 1998 FEY. 199 EY. 9899
$440 $440 $880
_s 10 15
$445 $450 $895
$445 $450 $895
$445 $450 $895

Brief Explanation of Agency Request:
These funds are appropriated from the solid waste fund for responsibilities associated with
insurance claims settlement and recovery associated with landfills in the landfill cleanup program
under M.S. 115B.

Revenue Summary:
Not applicable.

Affected Statutes:
None.

GOVERNOR’S RECOMMENDATION:

The Governor recommends the calculated base level funding for F.Y. 1998 and F.Y. 1999.
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1998-99 Biennial Budget

AGENCY: Attorney General, Office of (AGO)

AGENCY DESCRIPTION:

The mission of the Attorney General's Office (AGO) is to protect the interests of the citizens of
Minnesota by enforcing laws enacted by the legislature, defending the state in all legal proceedings,
assuring the legality of state government action, and proposing new laws to make Minnesota a better
place to live and work.

More than 100 executive branch agencies, boards, and commissions receive legal advice and
representation from the staff of the Attorney General in the following major respects:

1. Day-to-day legal advice and opinions involving statutory interpretation, potential liabilities, legal
authority for proposed agency actions, federal law requirements, and possible alternative courses
of action; and

2. Representation in adversarial proceedings including lawsuits, rule making hearings, contested
case hearings, rate hearings, disciplinary conferences, state and federal litigation, and collection
activities.

The Attorney General also provides substantial legal advice and assistance to the legislature, the
judiciary and local officials such as county attorneys and sheriffs in their efforts to enforce the laws
of this state.

By virtue of holding a statewide elective office, the Attorney General also acts as a policy leader. The
public expects him to speak with authority and influence on major questions involving systems of law
and justice. He participates in shaping the legislative agenda with proposals on a wide range of issues.
In addition, he has specific program implementation responsibilities in the areas of drug prevention,
sexual violence and harassment prevention, environmental protection, and consumer education.

AGENCY ISSUES:

As a public agency, AGO experiences the same challenges that affect executive branch agencies. For
instance, we must manage in an age of declining growth in government resources, increasing
complexity of issues, and wide and unpredictable variations in our workload.

However, as a large public law firm, AGO faces challenges unique to our office. We do not have
the luxury of being able to focus our work in a few topic areas. Our staff must be expert on issues
ranging from laws affecting prison inmates, to federal welfare reform and trucking regulation, to
tribal law and its impact on gaming, to public health issues emanating from tobacco and HIV, and to
state and federal law in the field of school desegregation.

In addition to these “external” issues, we must also provide “internal” legal services for a large and
diverse state government workforce. Thus, for example, we must be knowledgeable about
employment law and how those laws affect the state’s ability to hire and fire employees and to
. discipline in cases of employment discrimination or harassment.

Our responsibilities are not static. The agencies and their responsibilities are changing continually.
The major agent of this change is the legislature, and these state law changes have an enormous
impact on AGO. Decisions about the funding level for our office are being made directly and
indirectly by a number of committees in the Minnesota House and Senate as they alter the program,

enforcement, and regulatory environments within which agencies operate.

Increasingly, federal statutes and regulations affect state agencies and AGO. The massive federal
welfare and immigration reform bills will directly impact our agencies and our citizens. As the health
care reform debate continues in Washington, changes to our Medical Assistance and MinnesotaCare
programs are inevitable. State agency leaders will look to our staff for advice in this critical transition
period.

In sum, we must stay current with changes in every aspect of Minnesota’s economy, environment,
and society if we are to carry out our duties effectively. We find ourselves in a unique position: one
of great privilege but also of great responsibility.

AGENCY STRATEGIES:

We strive to improve the programs administered by the state agencies we represent. We continuously
assess and improve our enforcement efforts, encourage the development of clear legal standards, and
seek to increase public awareness and involvement with important issues facing the state. We will
continue to work with legislators, agency staff, regulated individuals and companies, other states, the
federal government, the court system, and members of the bar in pursuit of these goals.

The most important task facing us in F.Y. 1998-99 is to continue doing what we are doing within
budget constraints. As the needs of our client agencies grow, we must work closely with them and
the legislature to identify areas of priority work. Several of our work areas are growing significantly
in legal needs. We have transferred and refocused our staff wherever possible to meet those needs,
but we find that we must request additional resources in several carefully targeted areas. These
resources are investments to allow us to become even better in the services we provide the agencies
and people of the state.

We have determined to focus our F.Y. 1998-99 budget around three major themes:

1. Litigation and administrative contested cases are the most expensive activities at AGO. Personnel
costs associated with these activities are large and growing. To begin to slow this growth, we will
pursue a two-part prevention initiative designed to help our client agencies avoid conflicts but,
if conflicts do occur, to resolve them promptly and efficiently.

2. AGO provides quality legal services delivered by persons who are skilled in what they do and
who are dedicated to public service. We provide those services efficiently and are able to keep
our costs well below those of comparable private and public law offices within the state.
However, like all sectors of the American economy, AGO-needs to continuously review our cost
efficiency.

3. The theme of accountability is related to cost efficiency. We have found that by developing
mutually understood expectations between AGO and our client agencies, we increase the clients’
interest in the quality and amount of our work. This increased interest helps to instill the desire
on all of our parts to monitor and help control the use of legal services. The principal method
for achieving this goal is “partner agreements” which (1) carefully define the legal services to
be provided, (2) ensure training for agency staff on ways to avoid or mitigate conflicts, (3)
provide for appropriate delegation of certain legal services to agency staff, and (4) mutually agree
on focus areas for improved cost efficiency.

SUMMARY OF BUDGET REQUEST:

Over and above our base funding request, AGO is proposing initiatives consistent with the themes
outlined above. Our reforms are not limited to these budget requests, however. The Attorney
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AGENCY: Attorney General, Office of (AGO)
(Continuation)

General has directed that all of our divisions undertake our own evaluations of how we can become
more effective and cost-efficient. Those divisions evidencing efficiencies and productivity
improvements will be first in line for additional resource assistance.

We have grouped our initiatives into three general categories: (1) two initiatives requiring additional
resources, (2) five initiatives that may require new resources, but are still being negotiated with the
Administration and legislature, and (3) two initiatives for which no new resources are required.

The first 2 initiatives require more resources, but the costs are offset by increased revenues and
efficiencies.

Increase efficiency through expanded use of technology. Like virtually all state agencies, AGO has
an opportunity to use technology for major improvements in effectiveness, efficiency and productivity.
With the support of the legislature, the first phase of the initiative, the PC networking of our office,
is about 70% completed. In addition to resources to complete the networking, AGO is seeking
funding for 5 additional components. These items are more completely described below and in our
formal presentation to the state’s Information Policy Office: a case management and docketing
system, computerized research capacity, automated litigation support, document imaging for all of
our sections but most particularly for consumer services, and standardized document preparation and
use. The network completion, case management system, and computerized research capacity will be
completed in F.Y. 1998-99; the remaining three projects in F.Y. 2000-01. (F.Y. 1998-99 resources
needed: $1.4 million as specified in the initiative page below.)

Increase protection for Minnesota consumers and businesses. AGO seeks additional resources to
strengthen our efforts to protect Minnesota citizens and businesses from the illegal activity of others.
Private industry is seeing a new wave of mergers and acquisitions which requires expanded antitrust
reviews and possible litigation. Illicit businesses continue to prey on our consumers. Honest
differences can arise between legitimate businesses and consumers, and mediation is needed. In all
of these situations, the Attorney General already plays a strong role, but additional resources are
needed to keep up with the growing demand for services. (AGO resources needed: 4,500 staff hours
of time per year, for a total cost of $280,000. This investment will yield substantially more in
monetary returns to the state.)

The following five initiatives will be pursued as part of expected executive branch or legislative
initiatives. We are not identifying them as initiatives only of AGO, nor are we estimating costs to
AGO until the plans are finalized.

Fight violent crime. In cooperation with members of the legislature, the Attorney General is
proposing an initiative focusing on the reduction of violent crimes. When fully implemented, this
criminal justice initiative will make our state safer by targeting additional state and local government
resources to (1) combat gangs and violent crime, (2) improve the efficiency of implied consent cases
in connection with DWI prosecutions, (3) help local governments prosecute arson cases, (4) limit
handgun trafficking, (5) defend license revocations related to drug crimes, (6) provide education
alternatives for our young people by extending the school day and providing financial incentives for
graduation from high school, and (7) provide AGO with additional resources to keep up with the
growth of criminal appeals.

Mg

Prevent and mitigate the effects of conflict. Our second joint initiative is to develop and implement
a major client agency training program on conflict and litigation avoidance. The goal will be to
reduce the number of agency actions that result in contested cases or lawsuits. For those instances
where a dispute cannot be resolved at early stages, AGO in cooperation with agencies will develop
and implement an alternative dispute resolution (ADR) initiative. By initiating this activity, AGO will
not be retreating from our commitment to vigorous enforcement of the state’s laws. However, this
initiative will help us achieve that goal with less cost.

Spread the risk of unexpected legal costs. As the preceding joint initiative indicates, we seek to
reduce the number of cases that result in formal legal proceedings. Even if we are successful in that
goal, however, AGO will still choose to vigorously prosecute other cases of importance to the state
and our citizens as situations warrant. Unfortunately, the cost of litigating complex cases can be
enormous. Even in those cases where we prevail, our costs for expert witnesses and trial preparation
can easily exceed $200,000. If we lose, those costs may be compounded by money judgments plus
fees. For smaller state agencies, a single adverse judgment or complex case can deplete their entire
budgets. Working with the departments of Finance and Administration, we hope to propose a method
to spread the risk of such judgments among similarly situated agencies or other state sources. In some
cases, the sharing will simply be a method of cash-flowing payments over several years, and, in other
cases, it might be total relief from liability for an agency and its constituencies.

Define state relationships with tribal governments. Minnesota state government’s relations with the
tribal governments in Minnesota is complex, evolving, and in many cases adversarial. Conflicts over
tax law, gaming, hunting and fishing rights, and a variety of other issues have demonstrated the need
for closer and better ties between the state and the tribes located here.

Fairly compensate AGO staff. We expect the Administration to propose to the 1997 legislature a
package of measures designed to increase compensation for professional and managerial classes of
state employees. AGO staff have consistently been under-compensated when compared to other law
“firms,” both public and private. We will support reasonable compensation adjustments pursued by
the executive branch, and we will demonstrate the appropriateness of applying them to AGO.

The following two initiatives have no up-front resource needs, and they are therefore not further
described in this budget. However, we expect these to result in additional savings and efficiencies,
and we therefore wanted to summarize them here.

Increase accountability through partner agency agreements. The 1994 legislature initiated a new
system for funding legal services provided by AGO. This “partner agency” system is designed to
encourage greater accountability between AGO and those of our clients who choose to be partners
with us. In F.Y. 1996-97, AGO entered into pilot partner agency relationships with the following
agencies: Board of Medical Practice, Finance, Health, Housing Finance, Human Services, Natural
Resources, Pollution Control and Transportation. Those pilot relationships were successful, and we
look forward to working with these partners through the next biennium to advance our common goals.
In addition, we are in discussion with other agencies about possibly joining us in partner status. All
of our partner agency agreements for F.Y. 1998-99 will include more precise language on the
respective roles for AGO and the partners in meeting our clients’ legal service needs.

Reduce legal costs through statutory reforms. AGO has identified nearly a dozen laws imposing on
us costly duties without commensurate returns in benefits to the state and its citizens. In cooperation
with affected agencies, AGO will be proposing a series of statutory reforms to eliminate or reduce
mandates and required procedural steps. This re-engircering of our work is on those laws which
impose costs to AGO and/or our clients which exceed the value received. These law changes will be
pursued outside of the budget process, but we feel it appropriate to reference those initiatives here.
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AGENCY: Attorney General, Office of (AGO)
(Continuation)

GOVERNOR’S RECOMMENDATION:

Historically, the Courts, Legislature, and other Constitutional Officers have departed from executive
branch budget guidelines and have not fully participated in the executive branch budget process. The
Governor respects this separation of powers and the desire of other elected state officials to
independently present their budget requests directly to the Legislature. However, the Governor is
required by law to submit a balanced budget to the Legislature and therefore it is necessary to identify
funding for those offices as part of preparing a total, balanced budget.

The Governor is firmly committed to fiscal stability, meaning that spending can not grow at a greater
rate than resources. Therefore, the Governor recommends that the budgets of the Courts, Public

Defender, Constitutional Officers and the Legislature grow no more than the rate of growth in General -

Fund revenues. General Fund revenues for 1998-99 are projected to grow by 7.7% over the current
biennium, and the Governor recommends funding increases equal to that growth.

For the Office of the Attorney General, this amounts to a biennial increase of $3,279,000 which
includes the base adjustment of $1,226,000 provided for salaries.

The Govemor‘make‘s no recommendation regarding the specific initiatives put forward by the Office
of the Attorney General.
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AGENCY:  ATTORNEY GENERAL

1998-1999 BT ENNIAL BUDGET

(DOLLARS IN THOUSANDS)

FY 1998 FY 1999
Est. Base Agency  Governor Base Agency Governor

PROGRAM RESOURCE ALLOCATION: FY 1996 FY 1997 Level Request Recomm. Level Request Recomm.
GOVERNMENT SERVICES 4,292 4,488 3,878 3,643 4,904 3,970 3,750 4,997
PUBLIC AND HUMAN RESOURCES 6,437 5,793 2,713 2,905 2,713 2,750 3,011 2,750
LAW ENFORCEMENT 4,920 6,264 5,919 6,454 5,919 6,025 6,565 6,025
LEGAL POLICY & ADMINISTRATION 4,398 5,136 4,230 5,396 4,230 4,290 5,465 4,290
BUSINESS REGULATION 3,977 4,059 2,693 2,990 2,693 2,752 3,078 2,752
SOLICITOR GENERAL 3,735 3,673 3,593 3,762 3,593 3,677 3,850 3,677
HEALTH & LICENSING 2,944 4,413 3,132 3,149 3,132 3,198 3,249 3,198
TOTAL EXPENDITURES BY PROGRAM 30,703 33,826 26,158 28,299 27,184 26,662 28,968 27,689
EXPENDITURES BY FUND:
DIRECT APPROPRIATIONS:

GENERAL 26,426 27,476 21,673 23,786 22,699 22,142 24,391 23,169

PETROLEUM TANK RELEASE CLEANUP 26 114

STATE GOVERNMENT SPECIAL REVENUE 2,838 2,930 1,821 1,849 1,821 1,867 1,924 1,867

ENVIRONMENTAL 118 127 128 128 128 131 131 131

SOLID WASTE 163 483 445 445 445 450 450 450

HOUSING FINANCE AGENCY 42 42

STATUTORY APPROPRIATIONS:

GENERAL 156 960 845 845 845 845 845 845

SPECIAL REVENUE 19 211 170 170 170 170 170 170

FEDERAL 708 1,343 1,076 1,076 1,076 1,057 1,057 1,057

ENVIRONMENTAL 89 89

AGENCY 111 6

GIFT 7 45

TOTAL EXPENDITURES 30,703 33,826 26,158 28,299 27,184 26,662 28,968 27,689
FTE BY EMPLOYMENT TYPE:

REGULAR 455.6 468.5 484.5 487.5 484.5 484.5 489.5 484.5

TEMP/SEAS/PART_TIME 1.8 1.8 1.8 2.8 1.8 1.8 1.8 1.8

OVERTIME .8 .8 .8 .8 .8 .8 .8 .8
TOTAL FTE 458.2 471.1 487.1 491.1 487.1 487.1 4921 487 .1
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1998-99 Biennial Budget
Agency Level Revenue Summary

Agency: Attorney General, Office of (AGO)

REVENUE SOURCES:
The programs of the Attorney General’s Office generate both non-dedicated and dedicated revenue.
Non-dedicated Revenue:

The majority of the non-dedicated revenue comes from state agencies receiving legal services from
the Attorney General for non-general funded activities as provided under M.S. 8.15. During F.Y.
1996 these reimbursements were deposited to the General Fund through the Department of Finance’s
indirect cost allocation plan. This policy changed in F.Y 1997 and now non-general fund
reimbursements are made directly to the Attorney General Office for deposit into the General Fund
as non-dedicated receipts. Other non-dedicated revenue comes from registration fees for health, social
referral and buying clubs as provided under M.S. 325G.27 and revenue associated with assurance of
discontinuance, civil penalties and restitution of legal costs.

Dedicated Revenue:

The majority of the dedicated revenue comes from federal funds for the Office of Justice Program-
DARE Evaluation grant (F.Y. 1997 only), Office of Justice Program-Health Care Fraud Demonstra-
tion grant, Department of Health and Human Services-Medicaid Fraud grant, Office of Justice
Program-Narcotics grant and U.S. Environmental Protection Agency-Environmental Technology
grant. Other dedicated revenue is received through interagency agreements for legal services and
indirect cost funds associated with the Federal grants.
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1998-1999 BIENNIAL BUDGET
(DOLLARS IN THOUSANDS)

AGENCY:  ATTORNEY GENERAL

FY 1998 FY 1999
Est. Agency  Governor Agency  Governor

SUMMARY OF AGENCY REVENUES FY 1996 FY 1997 Forecast Request Recomm. Forecast Request Recomm.
NON-DEDICATED REVENUE:
DEPARTMENTAL EARNINGS:

GENERAL 3

CAMBRIDGE DEPOSIT FUND 238 234 234 234 234 234 234 234
DEPARTMENTAL EARNINGS (INTER-AGENC

GENERAL 1 6,075 6,075 6,075 6,075 6,075 6,075 6,075
OTHER REVENUES:

GENERAL 656 548 548 548 548 548 548 548

FEDERAL 569
OTHER SOURCES:

GENERAL 1
TOTAL NON-DEDICATED RECEIPTS 1,468 6,857 6,857 6,857 6,857 6,857 6,857 6,857
DEDICATED RECEIPTS:
DEPARTMENTAL EARNINGS (INTER-AGENC

GENERAL 110 845 845 845 845 845 845 845

ENVIRONMENTAL 89

GRANTS:

FEDERAL 774 1,172 1,057 1,057 1,057 1,057 1,057 1,057
OTHER REVENUES:

GENERAL 85 76

SPECIAL REVENUE 33 166 167 167 167 167 167 167
AGENCY 153 550 47 47 47 48 48 48

GIFT 14 17
OTHER SOURCES:

FEDERAL 35

TOTAL DEDICATED RECEIPTS 1,204 2,915 2,116 2,116 2,116 2,117 2,117 2,117
AGENCY TOTAL REVENUES 2,672 9,772 8,973 8,973 8,973 8,974 8,974 8,974
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Federal Funds Summary
($ in thousands)

Agency: Attorney General, Office of (AGO)

FEDERAL FUNDS SUMMARY:

The AGO receives federal funding for the following activities:

The DARE Evaluation grant allowed the Office to conduct an evaluation of the DARE program
to determine its impact on participating youths and others in the community. The evaluation was
conducted through the state contract process.

The Health Care Fraud Demonstration grant allows the AGO to expand its efforts investigating
and prosecuting health care fraud. This grant began in F.Y. 1996 with 100% federal funding the
first year and a 25% state match requirement the second year. It is unknown whether federal
funding will be received beyond the second year for this grant.

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

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

The Environmental Technology grant allows the AGO to provide large and small businesses with
information about environmental technology and to encourage sound environmental management
practices.
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F.Y. 1998-99 Biennial Budget
Federal Funds Summary
(3 in thousands)
Agency: Attorney General’s Office -

i EA Related State Primary
Programm /¢ - ~ Spending Purpose
Office of Justice Program-DARE Evaluation Yes SO -0- $15 -0- -0-
Office of Justice Program-Health Care Fraud N/A SO $47 $143 $190 -0-
Demonstration )
Department of Health and Human Services Yes SO $564 $732 $7117 $717
Office of Justice Program-Narcotics Yes SO $108 $175 $150 $150
U.S. Environmental Protection Agency- N/A Pass- $90 $107 -0- -0-
Environmental Technology Through
Key:

SO - State Operations
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Direct Appropriations:
General Fund
Petroleum Tank Release Cleanup
State Government Special Revenue Fund
Environmental Fund
Solid Waste Cleanup Fund
Housing Finance Agency Fund

Statutory Appropriations:
General Fund
Special Revenue Fund
Federal Fund
Environmental Fund
Agency Fund
Gift Fund

Total 1998-99 Biennial Budget Request

r Funding: P

Direct Appropriations-General Fund:
Department of Finance
Department of Human Services
Department of Natural Resources
Pollution Control Agency
Minnesota State Colleges and Universities
Department of Health

Direct Appropriations-Petroleum Tank Release Cleanup Fund:
Department of Commerce

Direct Appropriations-State Government Special Revenue Fund:

State Board of Medical Practice

Direct Appropriations-Environmental Fund:
Pollution Control Agency

Direct Appropriations-Housing Finance Agency Fund:
Housing Finance Agency

Total Partner Agency Agreement Funding
TOTAL ALL

Attorney General's Office
1998-99 Biennial Budget
Consolidated Listing of Appropriations
($ in thousands)

Agency Request Senate Finance

House Finance

F.Y. 1998 F.Y. 1999 Division Division
$23,786 $24,391
1,849 1,924
128 131
445 450
845 845
170 170
1,076 1,057
$28,299 $28,968 Government Operations State Government
579 579 Government Operations State Government
1,272 1,272 Health and Family Security Health and Human Services
958 958 Environment and Agriculture Environment and Natural Resources
392 392 Environment and Agriculture Environment and Natural Resources
906 906 Higher Education Higher Education
190 190 Health and Family Security Health and Human Services
114 114 Economic Development Economic Development
1,142 1,142 Health and Family Security Health and Human Services
89 89 Environment and Agriculture Environment and Natural Resources
42 42 Economic Development Housing and Housing Finance
$5,684 $5,684
$33,983 $34,652
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PROGRAM: Government Services
AGENCY: Attorney General, Office of (AGO)

PROGRAM DESCRIPTION:

The Government Services Program represents the agencies responsible for serving the state in its
capacity as:

- tax collector;

- landowner;

- builder of roads and buildings;

- protector of safety on our highways and in our workplaces;

- consumer of goods and materials;

- public pension plan administrator; and

- provider of financing for economic development, affordable housing, and waste water
treatment.

Five divisions in this section carry out this work: Labor Law, Public Finance/Opinions, Public
Safety, Tax Litigation, and Transportation.

Certain objectives are shared by the divisions in the Government Services Program. These are to:

- provide information to citizens regarding the laws, rules, and procedural requirements for
obtaining state services or assistance;

- provide legal advice to client agencies to enable them to serve the public and fulfill their
statutory obligations properly and efficiently; and

- assist in the development of rules to maximize clarity and prevent future legal disputes.

B Labor Law - The Labor Law Division provides client advice and represents the Departments of
Labor and Industry (DOLI), Economic Security, and the state’s major pension funds. Among
its primary responsibilities are Occupational Safety and Health Act (OSHA), the Special
Compensation Fund, mandatory workers’ compensation insurance enforcement, Code
Enforcement, Labor Standards, Rehabilitation and Medical Affairs, and Apprenticeship. It also
represents and advises the Public Employees Retirement Association (PERA), Minnesota State
Retirement System (MSRS), Teachers Retirement Association (TRA), Minnesota State Colleges
and Universities (MnSCU), Department of Employee Relation’s (DOER) Insurance benefits
division, Department of Veterans’ Affairs, the Minnesota Veterans’ Home, and the Department
of Economic Security. The primary goals of the Labor Law Division are:

- to work with DOLI to provide fair, safe, and healthful working conditions for every
Minnesota citizen;

- to ensure that Special Compensation Fund expenditures are consistent with state laws and
regulations; and

- to assist the pension funds in meeting their statutory requirements and protecting the financial
assets entrusted to them.

@ Public Finance - This division assists with the nuts and bolts of operating state government. It
provides day-to-day representation to the accountants, real estate managers, and purchasing
agents for the state in the departments of Finance and Administration. Attorneys review
thousands of contracts, draft hundreds of documents and respond to daily requests for advice.

The division also advises numerous other state boards and agencies that deal with finance and
contract matters, including the State Board of Investment (SBI), the Department of Trade and
Economic Development, the Public Facilities Authority, the Iron Range Resources &
Rehabilitation Board (IRRRB), and others. In addition, we represent the Housing Finance
Agency (HFA) in its many projects designed to provide affordable housing for Minnesotans and
assist the Ethical Practices Board in carrying out its government oversight role. The division also
provides formal and informal opinions on local government matters.

B Public Safety - This division improves public safety through litigation, counseling, and training
to help ensure that:

- drunk and unsafe drivers lose their licenses;

- crime victims are justly compensated and criminal records are expunged appropriately;

- motor vehicle dealers lose their licenses when operating illegally and penalties are assessed
for overweight truck violations;

- disaster victims receive immediate and appropriate assistance; and

- peace officers receive needed training.

The division supports the work of the Department of Public Safety in all its programs, including the
State Patrol, Bureau of Criminal Apprehension, Office of Drug Policy, Driver and Vehicle Services,
Emergency Management, and others.

B Tax Litigation - Tax Litigation represents the Minnesota Department of Revenue in court cases
appealing tax assessments, seeking refunds, petitioning for discharge of tax liabilities in
bankruptcy, or challenging the state’s tax laws. During a typical year, the division handles 250-
300 tax-related matters in Minnesota Tax Court, state and federal district courts, United States
Bankruptcy Court, and the appellate courts.

8 Transportation - Minnesota has a very complex transportation system, including thousands of
miles of federal, state and local roads as well as waterways, railroads, ports, bridges, airports
and public transit services. This integrated system must meet the state’s changing economic and
environmental needs while using public resources responsibly. This division assists the
Minnesota Department of Transportation (MnDOT) in achieving this goal. MnDOT’s program
requires the acquisition of hundreds of parcels of land each year. Division attorneys represent
MnDOT in proceedings to determine the just compensation due landowners whose real estate is
taken for highway purposes. We also assist MnDOT in complying with environmental rules
pertaining to these highway projects. In addition, the division enforces regulations dealing with
intrastate trucking safety, railroad development, and public airport operations and advises
MnDOT on prevailing wage law enforcement, state aid distribution to counties and towns, land
use zoning, and many other matters. The division attorneys also assist MnDOT in its initiatives
for alternative highway financing such as toll roads and in alternative uses of highway right-of-
way such as fiber optic cable installation on freeway right-of-way.

PROGRAM STATUS:

The agencies served by the Government Services Program are experiencing steady increases in their
workloads and face issues of greater complexity each biennium. Therefore, each AGO division feels
a constant pressure to achieve its objectives more efficiently within current budgetary constraints.
InF.Y. 1996, for example, two attorney positions were converted to paralegal positions in an effort
to perform needed services as efficiently as possible. Some significant accomplishments and
noteworthy trends are described below.

8 Labor Law - Some of the division’s many accomplishments in F.Y. 1995-96 include:
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- The first major mandatory workers’ compensation insurance enforcement case which resulted
in an order directing Wintz Parcel to pay $1.2 million in fines and penalties for failure to
maintain workers’ compensation insurance.

- Initiation of 16 mandatory insurance enforcement cases against Minnesota employers.

- Representing the Minnesota State Retirement System (MSRS) In the Matter of the Retirement
Bencefits of the Honorable Lawrence R. Yetka, Court of Appeals File No. C8-96-486 (9-3-96),
which involved a dispute over the amount of the former Supreme Court Justice’s pension.

- Assisting PERA in completing a six-month study of its disability benefits program.

- A major migrant labor wage study in conjunction with the U.S. Department of Labor.

- Defending an additional 154 cases involving claims against the Special Compensation Fund
before the Office of Administrative Hearings and the Workers’ Compensation Court of
Appeals.

- Initiating an additional 52 OSHA enforcement cases.

- Disciplinary actions against several Qualified Rehabilitation Consultants.

B Public Finance - Some of this division’s most critical work is preventative in nature. Well-written
and properly executed contracts produce less litigation and ensure that the state receives the best
product or service available at a fair price and with minimal administrative problems. In F.Y.
1996, the division reviewed several thousand contracts, intellectual property license agreements,
leases, requests for proposals, investment management agreements, limited partnerships, and
other transactions involving hundreds of millions of dollars for numerous state agencies. Only one
lawsuit over contract or lease issues was received during that period. Division staff also helped
the state issue over $434 million in general obligation bonds and over $1.1 million in revenue
bonds. Advice and education on local government matters assists local government with legal
compliance in a cost effective manner.

B Public Safety - In F.Y. 1996, the division handled over 2,479 implied consent cases (drunk driver
license revocations and/or license plate impoundments) in district courts and prevailing in 85
percent of the cases. Peace officers throughout Minnesota were trained in DWI and traffic laws
using satellite technology, as well as traditional teaching methods. The division handled
significant appellate litigation having state-wide impact. For example:

- the DWI and implied consent laws were defended against double jeopardy claims;

- 73 appeals from trial court driver license litigation were handled in F.Y. 1996;

- the scope of the State’s jurisdiction to revoke the licenses of American Indian tribal members
arrested for drunk driving on reservation lands is pending in the appellate courts; and

- the constitutionality of the 1994 legislative prohibition on the use of labels on alcoholic
beverages which improperly suggest a connection to American Indian historical figures was
litigated.

The number of implied consent cases has grown. No single issue is driving the increase. The private
DWI defense bar has become increasingly organized, increasing the complexity of the cases.

® Tax Litigation - Efforts by the division during F.Y. 1996 included:

- Prevailing in litigation with 101 corporations involving over $50 million stemming from

challenges to the alternative minimum tax for corporations. The U.S. Supreme Court has
denied review of the appeals. .

- Defending $7.8 million in tax assessments in Minnesota Tax Court and District Court
Appeals.

- Opposing $5.2 million in tax refund claims in court cases filed by individual and corporate
taxpayers.

- Appearing in more than 100 matters in U.S. Bankruptcy Court to protect state tax claims
from discharge or reduction.

- Resolving dozens of tax cases through Alternative Dispute Resolution processes developed
in cooperation with the Department of Revenue.

- Settling more than 225 pending bank tax refund claims resulting from the decision in
Cambridge State Bank, et al. v. James, at a savings of more than $30 million over the stated
amount of the claims, and making substantial progress toward settling with an additional 275
banks.

- Providing legal services to the Department of Revenue in protecting tax liens in 270
mortgage foreclosures and quiet title actions.

- Litigation services to the department in connection with enforced collection actions and levies
involving seizures of cash, inventories and other property to satisfy unpaid taxes.

- Advice and legal assistance in the administration and implementation of MinnesotaCare
taxes.

- Assistance to local governments in tax matters, including research and drafting briefs in
Leech Lake Bank of Chippewa Indians v. Cass County.

The work of the division involves all taxes administered by the Department of Revenue, including
individual and corporate income, sales, cigarette, gambling, MinnesotaCare, gross receipts,
petroleum, alcohol, and other taxes.

Virtually the entire practice of the division is related to litigation and litigation prevention. As an
example of the latter, the division has worked with the Department of Revenue on devising alternative
dispute resolution procedures for reducing the number of small ($5,000 or less) tax claims which go
to litigation, in amending “officer liability” statutes and procedures to reduce the number of disputes
about who is responsible for paying sales and withholding taxes when small businesses fail, and in
amending the capital equipment sales tax refund law, to provide clearer guidelines for business
taxpayers seeking such refunds.

B Transportation - In its eminent domain activity, the division has consistently been able to achieve
significant reductions in damage claims during the prior year. There were 263 parcels of
property acquired by eminent domain in 1995 and 192 parcels in the first six months of 1996.
Timely and effective administration of these cases has allowed MnDOT’s construction program
to proceed without delays and with full federal financial participation. Also, no trunk highway
project was delayed as the result of any court challenge in the past several years.

The division has also assisted the Department of Revenue in the transition of the additional regulatory
duties to the Commissioner of Transportation from the Transportation Regulation Board in 1996 while
at the same time maintaining its motor carrier enforcement responsibilities.

This division has also provided the commissioner and his staff with general counsel services. These
services include regular consultation with the commissioner’s staff, legal work on complex contract
issues, and considerable in-house client training on a variety of legal subjects. The division’s general
counsel efforts have contributed to an avoidance of litigation and claims which could otherwise have
interrupted the department’s operations.
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PLANNED RESULTS:

The Government Services Section is committed to providing capable, professional legal services to
the many diverse agencies and boards who depend on the AGO. During F.Y. 1998-99, we will seek
ways to maintain the high quality of our services while using public monies effectively. Current
budgetary constraints do, however, limit our ability to do all that we would like to do.

8 Labor Law - In addition to a full and increasingly complex caseload of OSHA safety and health

cases, other issues and particular cases will demand a great deal of legal resources in F.Y.

1998-99. For instance:

- Inaddition to its ongoing OSHA enforcement and workers’ compensation defense cases, the
division anticipates initiating more workers’ compensation mandatory insurance enforcement
cases.

- Violence in the workplace is gaining great attention from state and federal regulators, who
are seeking to develop methods to prevent this workplace danger.

- New federal safety and health standards are in the rule making process. These will lead to
increased activity at the state level. Examples include:

- anew ergonomics standard;

- regulations regarding tobacco smoke in the workplace;

- arevised fall protection standard;

- updated permissible exposure limits for many substances; and

- increased penalties, including a minimum $25,000 penalty for willful violations.

- Issues continue to arise relating to the extent of DOLI’s jurisdiction over prisoners, volunteers
and certain transportation workers and its authority in areas of potential conflict with other
regulatory bodies such as environmental protection, pesticide enforcement, and health
regulation.

- Increased litigation in workers’ compensation enforcement, with its accompanying issues of
insurance and fraud.

- Further Employee Retirement Income Security Act (ERISA) preemption litigation is likely
concerning prevailing wage, apprenticeship, and labor standards.

- Continuing investigation of Minnesota migrant worker wages and compliance with the
minimum wage and overtime laws.

- Assisting DOLI in developing procedural rules for the mandatory insurance enforcement
cases.

- Continued litigation regarding calculation of early retirement incentive eligibility and pension
benefits.

B Public Finance - Specific objectives of this division for F.Y. 1998-99 are to:

- maximize the value and protection obtained by the state in such contracting areas as
specifications, quality assurance, and warranties;

- assist in drafting and negotiating complex professional, technical services, and commodity
contracts for a variety of state agencies;

- assist in debt and lease-purchase transactions, which permit state agencies to stretch their
budgets;

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

- assist in drafting and negotiating complex investment, management, and limited partnership
agreements for the SBI;

- advising on changes to the procurement process to facilitate innovations and efficiency to the
process; and

- provide services contracted for by our partner agencies (HFA, DHS, Finance and MnSCU).

@ Public Safety - The success of this division is measured not only in the number of driver licenses
revoked, but also in the reduction of highway deaths and injuries. Minnesota has one of the
leading records in the nation in the reduction of drunk driving. Our objectives remain:

- toremove drunk drivers from the roads through the vigorous enforcement of implied consent
and drunk driving laws;

- to educate law enforcement agencies, prosecutors, judges, and defense attomneys in the law
governing DWI arrests and license revocations;

- to enforce the laws relating to motor vehicle dealers, liquor regulation, overweight trucks, and
other safety provisions; and

- to support the Department of Public Safety in its broad mission by providing sound legal
advice in a timely and effective manner.

The number of implied consent hearings increased from 1912 hearings in F.Y. 1993 to 2,479 in F.Y.
1996, a 29% increase. Further, the average time needed for each case increased from 6.7 hours in F.Y.
1994 to 7.2 hours in F.Y. 1996. To address these demands, reform initiatives will be sought to reduce
the increasing burden that implied consent hearings place on the criminal justice system and the
division, while retaining the strong remedial nature of the implied consent law. If the reform initiatives
are not successful, additional staffing will be required to handle the existing litigation calendar.

Preventative measures will continue to reduce the number of cases presenting true issues. However,
legal advice and educational measures will be constrained in meeting the litigation demands.

B Tax Litigation. Major current issues which will continue to generate litigation include:

- Double jeopardy issues relating to controlled substance and drug stamp tax.

- Taxation of Indian, tribal, and band income, lands, and businesses.

- Due Process and Commerce Clause challenges to taxation of interstate businesses, including
telecommunications and Internet enterprises.

- Supremacy clause challenges to the state’s taxation of investment and pension income derived
from U. S. government obligations.

These issues often involve millions of dollars in state revenues. For example, the division recently
fended off claims by 101 corporate taxpayers seeking tax refunds of over $50 million, plus interest,
in cases involving alternative minimum taxes. Prevention of these types of negative impacts on state
revenues and collecting taxes which are owed are the primary objections of the Tax Litigation
Division.
® Transportation - This division’s goals for F.Y. 1998-99 are to:

- reduce by one-half, in cooperation with the Department of Transportation, the number of

outstanding eminent domain actions that are more than two years old;
- Continue to provide timely, efficient, and fiscally responsible services in the acquisition of

real estate for MnDOT and other governmental entities;
- Advise and represent MnDOT in public interest regulation and financial support of various
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modes of transportation including but not limited to public transit, railroads, motor carriers,
and aviation;

- Improve coordination and delivery of legal services to MnDOT through continued training
and improved communication with MnDOT personnel who work most closely with the
division; and

- Provide legal advice regarding the proposed toll road project.

BUDGET AND REVENUE SUMMARY:

The Government Services section provides legal services to a broad array of agencies. Although our
principal focus is on government’s own service agencies (e.g. Finance, Administration, Employee
Relations and Revenue), we also provide services that are at least indirectly used by all of state
government. We constantly seek ways to help deliver legal services in activities such as state
procurement, facilities rental, highway maintenance, traffic enforcement, pension administration,
workplace safety, and capital bonding in the most cost-effective ways.

The departments of Finance and Public Safety are already partner agencies, and we believe the other
government service agencies will soon be prime candidates for that status. As the number of partners
grows, our funding will be tied more directly to our clients. Thus, our accountability to our clients will
be strengthened.
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ACTIVITY: GOVERNMENT SERVICES

1998-1999 BIENNIAL BUDGET

(DOLLARS IN THOUSANDS)

FY 1998 FY 1999
Est. Base Agency  Governor Base Agency  Governor
ACTIVITY SUMMARY FY 1996 FY 1997 Level Request Recomm. Level Request Recomm.
EXPENDITURES:
DETAIL BY CATEGORY:
STATE OPERATIONS:
PERSONAL SERVICES 3,646 4,019 4,016 3,781 4,016 4,097 3,877 4,097
OPERATING EXPENSES 646 469 483 483 1,509 494 494 1,521
TRANSFERS <621> <621> <621> <621> <621> <621>
SUBTOTAL STATE OPERATIONS 4,292 4,488 3,878 3,643 4,904 3,970 3,750 4,997
TOTAL EXPENDITURES 4,292 4,488 3,878 3,643 4,904 3,970 3,750 4,997
AGENCY REQUEST ITEMS: FUND
TECHNICAL REALLOCATIONS GEN <249> <249>
COMPENSATION INCREASES UNDERFUNDING GEN 14 29
TOTAL AGENCY REQUEST ITEMS <235> <220>
GOV’S INITIATIVES: FUND
(B) SUSTAINABLE GROWTH INITIATIVE GEN 1,026 1,027
TOTAL GOV’S INITIATIVES 1,026 1,027
EXPENDITURES BY FUND:
DIRECT APPROPRIATIONS:
GENERAL 4,249 4,431 3,863 3,628 4,889 3,955 3,735 4,982
HOUSING FINANCE AGENCY 42 42
STATUTORY APPROPRIATIONS: .
GENERAL 1 15 15 15 15 15 15 15
TOTAL EXPENDITURES 4,292 4,488 3,878 3,643 4,904 3,970 3,750 4,997
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PROGRAM: GOVERNMENT SERVICES
ACTIVITY: GOVERNMENT SERVICES

1998-1999 BIENNIAL BUDGET

(DOLLARS IN THOUSANDS)

FY 1998 FY 1999
Est. Base Agency  Governor Base Agency Governor

ACTIVITY SUMMARY FY 1996 FY 1997 Level Request Recomm. Level Request Recomm.
REVENUE COLLECTED:

NONDEDICATED:

GENERAL 45 45 45 45 45 45 45 45
CAMBRIDGE DEPOSIT FUND 2

TOTAL REVENUES COLLECTED 47 45 45 45 45 45 45 45
FTE BY EMPLOYMENT TYPE:

REGULAR 62.4 67.6 64.4 64.4 64.4 64.4 64.4 64.4
TEMP/SEAS/PART_TIME .2 .2

OVERTIME 1 1 1 A .1 1 1 .1
TOTAL FTE 62.7 67.9 64.5 64.5 64.5 64.5 64.5 64.5
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PROGRAM DESCRIPTION:

The Public and Human Resources Program provides critical legal services to assist state agencies in
protecting Minnesota’s most precious resources: its environment and its people. Each division
counsels client agencies on program development and implementation, initiates enforcement action
as necessary, and defends the authority of the legislature and the agencies when they are sued. The
divisions in this program are Agriculture and Natural Resources, Environmental Protection, and
Human Services.

B8  Agriculture and Natural Resources - Provides legal services to:

- Department of Natural Resources (DNR),

- Department of Agriculture,

- Board of Water and Soil Resources,

- Board of Animal Health,

- Minnesota Agricultural Society (State Fair),

- Minnesota Emergency Response Commission,
- Minnesota Historical Society,

- Minnesota Indian Affairs Council,

- State Arts Board, and

- State Archeologist.

Key functions include the following:

- Indian law issues. The Chippewa bands in northern Minnesota are vigorously challenging
the enforcement of state natural resource laws against their members on the grounds that
those laws are preempted by 19th-century treaties. The division is defending the state in two
major Indian treaty lawsuits, one brought by the Mille Lacs Band and one by the Fond du
Lac Band. The division also provides assistance to several state agencies on issues related
to Indian sovereignty.

- General counsel and litigation. The division provides a wide range of legal advice to its
client agencies and boards. The division has been assisting the DNR with implementing the
new trespass law and enforcement of fish and game laws. We also assist agencies in their
vital enforcement actions, including permit hearings under Minnesota water laws, actions
against violators of agricultural chemical control and food safety regulations, and litigation
concerning pesticide incident response and cost recovery. It defends the agencies in litigation
such as regulatory “takings” claims, animal rights cases, environmental rights challenges,
and constitutional challenges to state laws. The division has increased its emphasis on
preventing problems by providing legal assistance before a problem becomes a major
dispute, and resolving disputes with alternatives to litigation.

- Transaction services. The division handles the legal work for DNR’s substantial real estate
transactions, including acquisition, land exchanges, sales and conveyances, land and mineral
leases, and others. The division also provides real estate expertise to other state agencies
including the substantial conservation easement program at the Board of Water and Soil
Resources. Our attorneys handle disputes over zoning and land use planning, drainage,

boundaries and trespasses, natural resources damage claims, and other proceedings. Staff
members also draft, negotiate, and review contracts, leases, and grants for the DNR and
State Arts Board. The division is working with DNR to introduce reforms in state real estate
practice that should increase customer satisfaction and cost-efficiency.

& Environmental Protection -This division represents and counsels three state environmental
agencies which protect public health and the natural environment from air, water, and soil
pollution:

- Pollution Control Agency (PCA);
- Office of Environmental Assistance; and
- Environmental Quality Board (EQB).

This division helps these agencies carry out their responsibilities by:

- Counseling the agencies on the development and implementation of environmental programs
to assure compliance with state and federal laws;

- Training staff to avoid litigation and to assure understanding of legal authorities and
procedures;

- Assisting with permits, environmental review, and certification proceedings; and negotiating
corrective actions and environmental cleanups;

- Initiating litigation as necessary to insure compliance and to defend environmental policies
and laws against challenges; and

- Recovering the costs of natural resources damages, and public expenditures for environmen-
tal cleanups.

In addition, the division has two projects assigned by the Legislature to the AGO: the Insurance Cost
Recovery Project (to recover cleanup costs associated with 106 municipal waste landfills as required
by the Landfill Cleanup Act) and the Local Government Assistance Project (to assist local units with
legal issues and options associated with waste management).

The division emphasizes approaches that avoid litigation and legal problems, resolve conflicts, seek
balance between competing interests, provide open public involvement in decision making, and protect
public health and the environment.

B Human Services - This division represents the Department of Human Services (DHS). The
myriad of programs supervised and administered by DHS involve a complex maze of federal and
state laws. The division works with DHS to assure that:

- licensed programs for children and adults are safe and effective;

- rate structures are adequate and prudent for hospitals, nursing homes, non-institutional
providers, and intermediate care facilities for the mentally retarded;

- costs paid for care by Medical Assistance are recovered from responsible insurers;

- income and medical assistance program standards are administered fairly and appropriately;
and

- the regional treatment centers admit, treat, and discharge persons within statutory and
constitutional parameters.

The division focuses its efforts in 3 main areas:
- Litigation. Initiate, defend, or intervene in legal actions in federal and state courts to protect
the authority of DHS and the well-being of the people it serves;

- Administrative enforcement. Initiate and defend DHS in administrative actions with
individuals or service providers who challenge agency actions; and
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- Advice and consultation. Assist DHS with legislation, implementation of statutes, rules and
programs, and questions from the public about human services laws and issues.

PROGRAM STATUS:

In F.Y. 1996-97, each division’s caseload has become larger and more complex. Many external
pressures affect the agencies, which in turn seek assistance from the AGO in meeting these new
challenges. Significant accomplishments and noteworthy trends are described below.

B Agricultural and Natural Resources:

- Preparation for Phase II of the Mille Lacs case. In Phase I of the Mille Lacs case, the
federal court concluded that the Chippewa Bands retain hunting, fishing, and gathering rights
in the territory ceded under the 1837 treaty. Phase II of the trial deals with allocation of the
resources between the State and the Bands. We have completed extensive discovery and
briefing of summary judgment motions, and negotiated a detailed stipulation on the hunting
and fishing regulations that would apply to the Chippewa in the ceded territory. In addition,
we continue to work on the appeal of the phase I ruling.

- Consolidation of the Fond du Lac Case. After the federal court ruled that the Fond du Lac
Band had hunting, fishing, and gathering rights in both the 1837 and 1854 ceded territories,
the division successfully moved the court to consolidate the 1837 phase II portions of the
Fond du Lac case with the Mille Lacs case. We are currently working separately on phase
II (allocation and regulations) issues for the 1854 Treaty portion of the Fond du Lac case.

- Training/public information. The division has assisted the DNR by providing the public with
information on issues such as the Treaty litigation, and training to DNR staff on issues such
as the new trespass law.

- Real estate transactions. In 1995-96, division real estate specialists helped DNR with 116
transactions worth over $6,450,332 by reviewing title documents, drafting acquisition
documents and providing other support. The experience of the real estate group in the
division is a critical asset in preventing disputes that might cloud the title to state land. We
also assisted the Board of Soil and Water Resources in acquiring easements with a value of
$12.6 million supporting the Reinvest In Minnesota program.

- Minnesota State Colleges and Universities (MnSCU) transactions. The incorporation of the
community and technical colleges into the state system increased real estate work for the
division. We have advised MnSCU on a variety of transactions such as sale of houses built
by students and acquisition and sale of property for the colleges.

- “Once through cooling.” The last “once through cooling” system in Minneapolis was phased
out through settlement with DNR of an enforcement action, helping to conserve the state’s
groundwater. .

- Agriculture issues. The division submitted briefs opposing the implementation of the
Northeastern Dairy Compact, served on the U.S. Department of Agriculture’s Livestock
Concentration Advisory Committee, and developed efficient enforcement mechanisms for
the department’s laws. The division assisted with a major investigation involving false
labeling of “organic foods.” »

- Takings cases. The division successfully defended a “takings” challenge to the Wetland
Conservation Act of 1991 and a similar challenge to the state’s public water laws.

Board of Water and Soil Resources. The division assisted with implementation of the
Wetland Conservation Act, including assistance in appeals of local government decisions.
The division also assisted with a wide range of transactions, including the purchase of
numerous conservation easements under the Reinvest in Minnesota (RIM) program and the
distribution of grant money to local governments.

Waters issues. Water appropriation issues are becoming more important in the face of local
scarcity. The division also handles several contested cases each year concerning water
permits and restoration orders. Finally, the number of court appeals resulting from local
government decisions on shore land and wild and scenic river zoning matters has increased.
Indian law issues. Indian law expertise has been expanded to assist agencies with increasing
assertions of tribal sovereignty. Issues have included the application of traffic laws on the
White Earth reservation; taxability of fee lands owned by a band; permitting authority for
construction projects; band regulation of water quality under Federal Laws; reservation
border questions; application of zoning regulations; and the effect of recent federal court
cases on trust lands, gaming, and state and band immunity from suit.

Environmental Protection:

Landfill Cleanup Program. Our assistance developing model documents and negotiating
agreements to bring landfill facilities within the program were crucial to successful
implementation of the program, and saved the state millions of dollars through careful review
of reimbursement requests. Expensive cost recovery litigation has ended, and the U.S.
Environment Protection Agency (EPA) has relinquished authority to the Pollution Control
Agency for cleanup.

Insurance Recovery Project. Our Report on Insurance Recovery Under the Landfill Cleanup
Act addressed the potential recovery of insurance proceeds to cover a reasonable share of
cleanup costs for 106 designated municipal landfills. The legislature followed the
recommendations in the Report by amending the Landfill Cleanup Act.

Environmental Innovation and Project XL. We helped the PCA draft the Environmental
Regulatory Innovations Act and develop the first innovative “XL” permits for 3M
Hutchinson.

Superfund Cost Recovery. Over $1 million of cleanup costs was recovered for the State
Superfund. Additional recovery efforts are pending in state and federal courts. The division
also protected state interests in cleanups of U.S. Department of Defense sites in Minnesota.
Environmental Enforcement. The division negotiated numerous stipulation agreements and
pursued litigation, as necessary, to obtain compliance with environmental standards.
Nuclear waste storage and alternative energy. The division represented the Environmental
Quality Board in two controversial proceedings, one involving the siting of a nuclear spent
fuel storage facility in Goodhue County, and the other involving the construction of Large
Wind Energy Conversion Systems along Buffalo Ridge in southeastern Minnesota.

Waste Management. The division defended a constitutional challenge to the state’s authority
over solid waste management by public entities, and to the legislature’s authority to establish
waste management policies for public entities. '

Environmental Review Process. The division has defended several controversial matters
such as the Kondirator (metal shredder) facility in Minneapolis, the University of Minnesota
steam plant, and the expansion of a wood products facility located near Cook, Minnesota.
Lake Superior Water Quality. The Grand Portage Band and state negotiated a model
agreement to assure high water quality standards, the first of its kind in the nation.

Human Services:

Medical Assistance Reimbursement. Successfully defended nursing home provider claims
for $100 million in additional state and federal funds, and claims by a home health care
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provider association, several home health care providers, and recipients for $30 million in
additional state and federal funds. The latter case is on appeal to the Eighth Circuit Court
of Appeals. Handled an increasing number of long term care rate reimbursement appeals
brought by nursing home and ICF/MR providers, saving several hundred thousand dollars
to the Medical Assistance program during the biennium.

- Abortion Funding. Defended the state’s abortion funding limitations. The Minnesota
Supreme Court found the state law to be in violation of the Minnesota Constitution. The
parties are now negotiating implementation of the decision.

- Sex Offenders. Successfully defended several statutory and constitutional challenges to
regional treatment center discharge procedures involving sexually dangerous persons. Will
represent DHS in connection with the implementation of the new sex offender notification
law. Successfully defended constitutionality of new statute for commitment of sexually
dangerous persons. The case is now on appeal to the Minnesota Supreme Court.

- Health care and welfare reform. With the passage of federal welfare reform laws, we expect
an increase in advice to DHS on legislative proposals and implementation strategies, and
legal challenges to the new laws. '

- Criminal background checks. Advised DHS on legal issues related to the implementation of
background studies for persons who provide services in licensed facilities. Defended DHS
in several lawsuits involving the disqualification process.

- Vulnerable Adults Act. Handled hearings by alleged perpetrators of vulnerable adult abuse
under the newly enacted Vulnerable Adults Act.

- Foster Care Payments. Defended a class action lawsuit brought by relative foster care
providers against DHS and Hennepin County challenging foster care services and appeal
rights. The majority of issues were settled, and the state prevailed on a remaining issue.
Implementation of the settlement continues.

- Reimbursement. Recovered over one quarter of a million dollars for services to clients
served by the regional treatment centers.

- Indian Law. Negotiated with Minnesota’s Indian tribes concerning the provision of social
services to tribal members, advised the agency and local units of government on many
issues, including the Indian Child Welfare Act.

- Citizen Assistance. Division law clerks fielded hundreds of calls concerning human services
and labor questions, including wage and hour questions.

PLANNED RESULTS:

The section plays a key role in helping state agencies effectively administer their programs. We
measure the results of our efforts in the following ways:

- Meeting Increased Demand for Legal Services. Efforts are underway to meet the increased
demand for legal services without increasing our staffing. There are three prongs to this:

- Train agency staff to avoid legal problems and handle smaller matters with limited attorney
involvement;

- Eliminate unnecessary steps in agency processes or recommend statutory amendments which
will eliminate those steps which add little value; and

- Seek alternative methods of dispute resolution and, where possible, encourage pre-litigation
settlement.

For example, the DNR and our staff have jointly undertaken a systematic review of each type of
real estate transaction (e.g. purchase, sale, exchange, lease, easement) to reduce the number of
steps. Through this effort, we hope to free enough time to absorb the real estate work generated
by the community colleges which have joined the MnSCU system, without adding more staff.
We are also working with the MPCA to examine the environmental review process. There are
several steps and a number of avenues for challenging the process which have entangled the state
in protracted litigation with no discernible benefit to the environment and great expense and delay
for Minnesota businesses.

- Success of Agencies’ Programs. Capable legal analysis is frequently essential to the development
and implementation of state programs. Not only must we construe the state statutes, but we must
do so in a2 manner consistent with federal law and courts’ construction, analyzing the facts
presented and the options available for implementation. Frequently this involves working with
agencies to evaluate proposals made by regulated industries.

- Successful Litigation. One of the key responsibilities of the Attorney General is to represent state
interests effectively in litigation. We place great emphasis on this role and have been consistently
successful. We continue to assess methods of achieving our client’s goals in the most efficient
and effective manner. As part of this effort, we are working with our clients to identify
opportunities for the use of alternative dispute resolution methods.

- Responsive and Effective Legislation. We are frequently called upon to help identify areas of
needed change in the law at the state and federal level, and to assist in developing and drafting
proposed initiatives or amendments, such as the recently enacted trespass legislation.

- Agency Satisfaction. We work closely with the state agencies to get regular feedback to improve
our service. For example, we continually evaluate whether agency staff were satisfied with the
quality of the written and oral advocacy. Were enforcement actions prioritized in a manner
which clarified the agency’s authority? Were such transactions as land acquisitions and contract
negotiations managed so as to protect the state, anticipate potential disputes, and creatively
resolve conflicts?

- Local Government Assistance. As local governments take on more responsibilities, especially
in the environmental area, it has become more important for the state to provide some of the
specialized technical resources (including legal resources) needed to support the work of local
governments. The section is supporting this need in several areas including solid waste, Indian
law and real estate.

- Timely Citizen Assistance. Each year we receive hundreds of calls and letters from individuals
and businesses with questions about their rights or complaints about perceived infringement of
those rights. Although we are careful to state that we cannot advise individuals about their legal
rights, we are often able to direct them to provisions of the law, agency staff or community
resources which may be helpful. Our goal is to provide accurate, professional, and prompt
assistance to citizens. ‘

Within these broad service areas, each division faces special challenges in F.Y. 1998-99. We will
work to achieve our objectives within budgetary limitations.

B Agriculture and Natural Resources:

- Treaty litigation. The anticipated federal appeals of the Mille Lacs and Fond du Lac treaty
cases will take place in F.Y. 1998, as will phase II of the 1854 portion of the Fond du Lac
case.

- Indian jurisdiction issues. With the increased assertion of Indian sovereignty we anticipate
a significant rise in the issues related to tribal jurisdiction. We will advise state agencies on
their authority, assist counties with the complex law related to the bands’ authority, and
inform the public about sovereignty issues so that a more knowledgeable discussion of them
is possible. In addition, we will negotiate agreements with bands that allow cooperation with
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the state. Litigation of some jurisdictional issues may be needed to clarify the relationship.

-* Transaction assistance. The division’s real estate experts are increasingly called upon to help
agencies other than DNR with both routine and complex real estate transactions. We
anticipate that this trend will continue.

- Takings issues. Takings claims have become more common in light of an increased
emphasis on property rights. We expect that this trend will continue, and require more staff
time to negotiate or litigate takings challenges.

- Administrative enforcement. The new trespass law added administrative remedies to the
current criminal trespass remedies. Appeals of civil trespass citations will be handled by the
division. We anticipate that other DNR enforcement programs will move from misdemeanor
criminal to administrative enforcement during F.Y. 1998-99. The result will be fewer minor
criminal cases handled by city and county attorneys and the criminal court system, but
increased work of the division to advise the DNR on administrative enforcement and in
handling administrative appeals. Overall, we anticipate this change will be very cost-
effective for the state, reserving criminal enforcement resources for more serious cases, and
using a more streamlined civil enforcement process.

8 Environmental Protection:

- Federal Clean Air Act. Participate in innovative federal and state air rule reform efforts, and
obtaining federal approvals of state programs.

- Air Emission Permits. Assist in the negotiation and issuance of permits implementing the
new state air emission permit program, which will include major air permits for Minnesota’s
power plants, oil refineries, pulp and paper mills, taconite plants, and municipal waste
combustors.

- Landfill Cleanup Act. Work with MPCA to insure that landfills are brought into compliance
with the act and that the state will be able to take over future cleanup efforts and avert private
cost recovery litigation.

- Recover Insurance Benefits. Gather and process information involving approximately 50,000
insurance policies, 7,000 policyholders with associated disposal information, and 100
insurance groups; and negotiate settlement agreements with insurance carriers so they bear
a reasonable portion of the cleanup costs and damages at 106 landfills. Recoveries to the
state are projected to exceed $5 million by July, 1999.

- State Superfund. Work toward improving the effectiveness by assisting in the development
and implementation of legislative and policy initiatives including authority for the state to pay
an “orphan share” of cleanup costs, greater consideration of planned land use in cleanup
decisions, and further streamlining of the Superfund investigation and remedy selection

rocess.

- %olunmry Investigation and Cleanup (VIC). Continue to advise and work with the PCA to
protect the public, and work with owners, developers, and lenders to redevelop environmen-
tally contaminated property.

- Environmental Quality Board. Advise the Board regarding power plant siting, transmission
fine routing, and permitting of large wind to energy conversion systems, including Northern
States Power’s phase three wind project; and continuing to advise the EQB on major projects
undergoing environmental review.

- Assist Local Government. Provide assistance with legal issues and options for solid waste
management, including constitutional challenges to state waste management policy and
authority.

- Annual Feedlots. Assist efforts that address and resolve air emissions and land use issues.

- Environmental Review. -Promote and assist to improvement of the environmental review
process.

B  Human Services:

- Welfare Reform. Assist with legislative proposals for implementing federal welfare reform
and implementation of new state legislation. Defend the state in associated litigation.

- Health Care. Assist with development of managed health care and long term care
reimbursement reform to assure quality service and a fair price.

- Child Support Enforcement. Continually assist DHS to improve child support enforcement.

- Sex Offenders. Counsel DHS on rapidly changing law and protect the balance of public
safety and individual rights in litigation.

- Training. Increase training to staff of regional treatment centers to prevent tort, civil rights
and employment litigation and to enhance the ability of staff to effectively represent the
agency.

BUDGET AND REVENUE SUMMARY:

The mission of this section is to help protect our state’s natural and human resources. As the demands
on these resources increase, so too is the amount of legal services we provide. This is particularly
true in the human services field where recent federal welfare reform legislation is placing greater
demands on state agencies.

Another rapidly growing activity within this section is associated with state-tribal relations. Disputes
tied to Indian treaty rights have generated substantial work for the section and will likely continue to
do so.

Environmental protection also takes significant staff resources. Most of the laws governing these
issues are not new, but legal activity tied to Superfund, landfill cleanups, and water and air quality
will continue to demand section legal expertise.

Three of the agencies represented by the section are partner agencies. We look forward to the

number of partners to grow in coming years, and that will increase our direct accountability to our
clients.
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AGENCY:  ATTORNEY GENERAL
PROGRAM: PUBLIC AND HUMAN RESOURCES
ACTIVITY: PUBLIC AND HUMAN RESOURCES
FY 1998 FY 1999
Est. Base Agency  Governor Base Agency  Governor
ACTIVITY SUMMARY FY 1996 FY 1997 Level Request Recomm. Level Request Recomm.
EXPENDITURES:
DETAIL BY CATEGORY:
STATE OPERATIONS:
PERSONAL SERVICES 5,136 4,470 4,405 4,597 4,405 4,451 4,712 4,451
OPERATING EXPENSES 1,301 1,323 1,019 1,019 1,019 1,010 1,010 1,010
TRANSFERS <2,711> <2,711> <2, 711> <2,711> <2,711> <2,711>
SUBTOTAL STATE OPERATIONS 6,437 5,793 2,713 2,905 2,713 2,750 3,011 2,750
TOTAL EXPENDITURES 6,437 5,793 2,713 2,905 2,713 2,750 3,011 2,750
AGENCY REQUEST ITEMS: FUND
TECHNICAL REALLOCATIONS GEN 15 15
AGENCY FULL FUNDING PLAN GEN 108 108
COMPENSATION INCREASES UNDERFUNDING GEN 69 138
TOTAL AGENCY REQUEST ITEMS 192 261
EXPENDITURES BY FUND:
DIRECT APPROPRIATIONS:
GENERAL 6,135 5,091 2,249 2,641 2,249 2,300 2,561 2,300
SOLID WASTE CLEANUP 163 483 445 445 445 450 450 450
STATUTORY APPROPRIATIONS:
SPECIAL REVENUE 1
FEDERAL 50 128 19 19 19
ENVIRONMENTAL 89 89
AGENCY 1
TOTAL EXPENDITURES 6,437 5,793 2,713 2,905 2,713 2,750 3,011 2,750
REVENUE COLLECTED:
DEDICATED:
GENERAL 1 15 15 15 15 15 15 15
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1998-1999 BIENNIAL BUDGET

(DOLLARS IN THOUSANDS)

FY 1998 FY 1999
Est. Base Agency  Governor Base Agency Governor

ACTIVITY SUMMARY FY 1996 FY 1997 Level Request Recomm. Level Request Recomm,

SPECIAL REVENUE 1

FEDERAL 90 107

ENVIRONMENTAL 89
NONDEDICATED:

GENERAL 13
TOTAL REVENUES COLLECTED 104 212 15 15 15 15 15 15
FTE BY EMPLOYMENT TYPE:

REGULAR 89.6 80.5 82.7 82.7 82.7 82.7 82.7 82.7
TEMP/SEAS/PART_TIME .3 .3
TOTAL FTE 89.9 80.8 82.7 82.7 82.7 82.7 82.7 82.7
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PROGRAM DESCRIPTION:

The Attorney General protects Minnesota’s people, property, environment, and the integrity of the
state’s commerce through a multi-disciplinary, proactive Law Enforcement Section. The divisions
in the Law Enforcement Program are: Criminal, Consumer Enforcement, including a Consumer
Information Unit, Consumer Services, Medicaid Fraud, and Antitrust.

Minnesotans expect the Attorney General to play an important role in fighting crime. The Criminal
Division fulfills that mission by supporting county attorneys in their efforts to prosecute some of the
toughest crimes. The division’s greatest efforts are in prosecuting violent crimes, especially those
against children and vulnerable adults, drug crimes and white-collar crimes, particularly those which
threaten the integrity of the gambling and health-care industries. The division also handles felony and
gross misdemeanor appeals for 79 of the state’s 87 counties.

Consumer confidence in the essential fairness and integrity of business practices in Minnesota is as
critical to a healthy economy as effective prosecutions are to Minnesotans’ peace of mind. These
divisions work to assure that confidence by enforcing a variety of laws against unfair or dishonest
business practices.

8  Antitrust - The Antitrust Division's mission is to provide vigorous enforcement of both state and
federal antitrust laws within the State of Minnesota. Our antitrust laws help consumers and
government enjoy the benefits of open competition by outlawing unreasonable restraints of trade -
such as price fixing, bid rigging, and monopolization - and by prohibiting mergers and
acquisitions that substantially lessen competition. The success of the American free enterprise
system depends on healthy competition among businesses. It is that competition which ultimately
provides Minnesota consumers with the highest quality of goods and services at the lowest
possible prices. The division accomplishes its mission by:

- Holding antitrust law violators accountable through investigation and prosecution of illegal
business restraints.

- Providing cost-effective enforcement through monetary penalties and damage actions against
antitrust violators.

- Preventing antitrust violations before they occur through educating businesses and the public
on the law's requirements.

® Consumer Enforcement - The primary mission of this division is to prosecute consumer fraud and
false advertising cases. Examples of cases in the past two years include:

- frauds aimed at senior citizens, recent immigrant groups and other vulnerable persons;

- scams and illegal businesses operating on the Internet, including an illegal Internet gambling
operation;

- deceptive auto leasing and sales practices involving new and used cars;

- health frauds, such as bogus medical devices and quack treatments, as well as false
advertising by national drug companies;

- telemarketing and direct mail scams that bilk Minnesota seniors and other citizens out of
millions of dollars; and

- phony “invoice” scams that have defrauded thousands of Minnesota businesses.

In addition, the division handles frauds involving home repair, auto repair, living trusts,
mortgages, health clubs, door-to-door sales, credit reporting, “get-rich-quick” seminars, going
out of business sales, pyramid schemes, and numerous other frauds, scams, and false advertising.

The division also contains 2 Consumer Information Unit. It educates and informs Minnesota
citizens about their rights and responsibilities in today’s marketplace. Projects of note during
F.Y. 1996 include:

- Distribution of more than 400,000 print pieces including “Landlords and Tenants: Rights
and Responsibilities,” “The Home Buyer’s Handbook,” “The Home Seller’s Handbook,”
“Buying a New Car,” “Minnesota’s Lemon Law,” “The Used Car Handbook,” “Hassle-
Free Home Building and Remodeling,” “Seniors’ Legal Rights,” “Senior Guide to Consumer
Fraud,” “Hang Up on Fraud,” “Recall Roundup,” “Conciliation Court,” “Fast Food Facts,”
“Pyramid Schemes,” Spanish "Know Your Rights” columns, and “Using Credit Wisely”
(which is published in English, Spanish, Hmong, Vietnamese, Laotian and Cambodian).

- Alerting the media to current consumer scams and providing useful, proactive information
about good consumer habits and self-protection through weekly “Know Your Rights”
newspaper columns, radio Public Service Announcements, and monthly “Conozca Sus
Derechos” columns (Spanish “Know Your Rights” columns).

- Special emphasis on classroom consumer education, including introduction of the LifeSmarts
consumer education program designed to teach students in grades 9-12 about consumer rights
and responsibilities, personal finance, health, the environment, and technology; regular
“Consumer Classroom” newsletters for educators; and, distribution of a new publication
entitled “The Real Deal: Playing the Buying Game,” a guide that teaches good consumerism
to students in grades 3-8.

Consumer Services - This division is the largest public contact division in the Attorney
General’s Office. The division has two principal responsibilities: 1) to respond to citizens’
telephoned questions and complaints regarding various areas of law; and 2) to assist citizens who
have filed complaints regarding their individual experiences in the consumer marketplace.

Criminal Division - Through the work of this division, the Attorney General carries out the
statutory duty to "appear in court in such criminal cases as the attorney general deems proper”
upon the request of the local county attorney and his duty to "appear for the state in all causes
in the supreme and federal courts wherein the state is directly interested.”

The division prosecutes serious crimes in trial courts throughout Minnesota when requested by
the county attorney and handles felony and gross misdemeanor appeals for 79 counties.
Representative trial prosecutions during F.Y. 1996-97 have included:

- homicide and attempted homicide;

- sexual assault;

- serious drug trafficking offenses, including sales of narcotics and operating clandestine drug
labs;

- complex white-collar crimes such as swindling money from the Petrofund;

- environmental crimes such as water poliution;

- gambling offenses including illegally providing slot machines and operating illegal lotteries;

- health care fraud such as providing and accepting illegal kickbacks;

- forfeiture; and

- firearms offenses.

The division had to deal with a 21% increase in appellate matters from F.Y. 1994 to F.Y. 1995.
During F.Y. 1996 appellate activity again increased. F.Y. 1996 appellate matters included
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147 briefs, 63 responses to petitions for review of appeals court decisions, 43 oral arguments,
and 3 petitions for review of appeals court decisions. Thus, the number of appellate briefs
increased by 29% from F.Y. 1994 to F.Y. 1996 and by more than 8% from F.Y. 1995 to F.Y.
1996. Based on statistics of appellate filings and demographics, a similar increase in filings is
expected for F.Y. 1997 as well.

The division also investigates certain types of suspected criminal activity not generally within the
expertise of the local law enforcement agencies, and trains law enforcement officers and
prosecutors throughout the state. Investigations of a variety of cases during F.Y. 1996-97
include:

- health care fraud;

- environmental crimes;

- complex thefts by swindle, including those from state agencies;
-~ tax fraud;

- insurance fraud; and

- allegations of wrongdoing by public employees.

Division personnel have trained law enforcement professionals on many topics, including:

- sex offender sentencing;

- stalking and harassment laws;

- arsom;

- firearms laws;

- narcotics investigations;

- search and seizure;

- suspect interrogation;

- evidence;

- double jeopardy;

- wiretaps and electronic surveillance;
- health care and insurance fraud; and
- forfeiture.

# Medicaid Fraud - This division is one of 47 federally certified Medicaid Fraud Control Units in
the country. The division's primary mission is to prosecute health care providers who
fraudulently over bill the state's Medical Assistance program. The deterrent value of the
prosecutions, and the division's aggressive recoupment of stolen money, are critical components
of the state's overall efforts to contain health care costs. Its mission has three components:

- Investigate and prosecute health care providers who commit fraud in the Medical Assistance
program;

- Investigate and prosecute long term care providers who commit cost report fraud; and

- Review reports of abuse and neglect in Medicaid funded facilities and prosecute or refer for
prosecution at the local level.

PROGRAM STATUS:

Antitrust - During F.Y. 1996 the division worked on 50 antitrust investigations and enforcement
actions. These included a broad range of civil and criminal cases in numerous industries, from
infant formula companies and airlines to athletic shoes, high school class rings, and municipal
playground equipment. It includes work on the antitrust aspects of the Attorney General's ground
breaking lawsuit against the tobacco companies. The division also conducts a significant Antitrust
Education and Outreach Program through brochures and public speaking engagements aimed at
educating business and government on antitrust requirements to prevent violations before they
occur.

The Antitrust Division's law enforcement mission is highly cost effective. It traditionally obtains
far more money for Minnesota's consumers and state and local governments than it costs to
maintain its current small complement of 3 attorneys, 2 investigators, and 2 legal secretaries.
During F.Y. 1996 the division obtained judgments awarding a total of $5,918,878 in civil
penalties, damages, and costs. It also obtained 800 hours in community service work sentences
against antitrust criminal defendants.

Among the division's more significant successes was $4,700,000 in damages won for Minnesota
mothers and the state Women Infants and Children (WIC) program from the nation's largest infant
formula manufacturer, Abbott Laboratories, in a case alleging its price fixing of infant formula.
Another success was the $1,058,877 in discounted air fares won for Minnesota state and local
governments from eight major airlines in a lawsuit alleging that they had conspired to fix prices
at an artificially high level through their joint computerized reservation systems.

Consumer Enforcement - From July 1, 1995 through June 30, 1996, this division litigated or
settled 29 law enforcement actions, obtaining judgments for the state of $803,000 in civil penalties
and $99,916 in costs and attorney fees, as well as $601,100 in restitution and $17,500 for
consumer education. In addition, the division obtained numerous injunctions that stopped or
reformed illegal business practices, thereby preventing greater injury to Minnesota consumers.
The attorneys and investigators in the division also worked closely with the Consumer Services
Division to assist individual citizens with consumer problems and with the Consumer Information
Unit in developing consumer education materials and in speaking to and educating seniors and
other groups of consumers.

Public demand for enforcement actions by the division continues to grow, while division resources
were reduced in F.Y. 1996 with the loss of two investigator positions for salary savings purposes.
Therefore, the division must manage its limited resources and choose its enforcement actions in
a manner that has the greatest overall impact on the public’s well-being.

During F.Y. 1996 the Consumer Information Unit distributed more than 400,000 print pieces to
educate Minnesota consumers. To date, more than 600 educators have received training from the
Attorney General’s Office to help them implement useful consumer information in their
classrooms. To date, S00 crime prevention officers and other police officers have received
training from the Attorney General’s Office to help them recognize and stop consumer fraud
within their senior communities.

Consumer Services - The growth in consumer calls to the AGO has been phenomenal. In the past
five years, consumer calls have doubled and currently average 500 calls per day.

In F.Y. 1996, the division received approximately 11,000 written consumer complaint mediations

per year. To maintain some control over this workload, the division urges callers to take “self-
help” steps in resolving their consumer disputes. Additionally, complaints under $50 are
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discouraged. Even with these controls in place, the average mediator has nearly 600 open and
active files.

This division recovered over $2 million for consumers in F.Y. 1996. Moreover, an incalculable
amount of economic loss is also prevented by the advice given to citizens who make telephone
inquiries.

Criminal Division - Significant accomplishments of the division's legal and investigative staff in
F.Y. 1996 were:

- obtaining guilty verdicts in a triple first-degree murder which was drug related;

- successfully prosecuting with the U.S. Attorney's office a drug company for paying kickbacks
to a local doctor where the company paid over $160 million in criminal and civil fines and
penalties;

- successfully investigating and prosecuting two class A municipal wastewater treatment
operators for water pollution; and

"~ successfully prosecuting a major drug trafficker found in possession of 1 kilo of cocaine and
over one-half pound of methamphetamine at the airport worth over $250,000.

Division lawyers combated crime on many different fronts. The memorandum of understanding
on the investigation and prosecution of environmental crimes resulted in a number of successful
prosecutions, including a case where an Iowan was found guilty of illegally disposing of
thousands of old tires and forging documents filed with the Pollution Control Agency. The health
care fraud initiative expanded with the addition of two investigators and a legal secretary funded
by a federal grant as part of a pilot program. A recent investigation resulted in the conviction of
a policyholder who defrauded the health care insurance company out of $27,000 using fabricated
medical bills allegedly necessitated by an auto accident and forged physician's orders continuing
her disability status. The federally funded narcotics prosecutors obtained guilty verdicts and
guilty pleas in cases arising from the operation of a clandestine methamphetamine laboratory, and
plan to continue efforts to stem the rise in such drug labs. Domestic violence prosecutions

resulted in one man being convicted of first-degree murder, first-degree assault, and second-degree

assault for shootings arising out of a domestic dispute, and another man being found guilty of
attempted murder in the first degree involving a past pattern of domestic abuse where his victim
was left in a vegetative state. That case is presently on appeal. Gambling prosecution efforts
brought about guilty verdicts against an out-of-state distributor for illegally placing and profiting
from slot machines in a bar as well as a firearm violation. Three cases are pending against a
family for running an illegal Thai lottery, the first such prosecutions in the state. As part of the
division's efforts to assist crime victims, the victim/witness assistance coordinator served as
president of the General Crime Victims Coalition as well as working with the victims of crimes
investigated and prosecuted by the division.

‘Medicaid Fraud - In F.Y. 1996 investigations by this ten person division resulted in recovery of
over $4 million ($4,114,979.71), which consisted of the following:

- $3,489.277 in restitution of Medicaid program funds,
- $51,096 in restitution for consumers or insurers,

- $2,000 in costs of prosecution, and
- $572,607 in fines, penalties, and surcharges.

The unit has participated in several cases involving national or multi-state cases of fraud,
including National Health Labs (NHL), National Medical Enterprises (NME), and Caremark Inc.
(“Caremark™). It played a major role in the fraud and kickback investigation and settlement
involving Caremark, an Illinois-based health care corporation. The Minnesota unit actively
participated in the national Medicaid Fraud Control Units' settlement team working with other
team leaders from Washington, Ohio, and New York to negotiate this landmark settlement on
behalf of all 50 states and the District of Columbia. This coordinated state effort made it possible
for all state Medicaid programs to recover payment for Caremark's fraud.

The proceeds of this key settlement were distributed as follows. Minnesota's share of the total
$161 million state and federal settlement amounted to $2,087,999. The indirect benefit to the
Medicaid program in Minnesota was $3,228,494 (this sum is the amount credited by the federal
government directly from the recovery for their share of Medicaid payments). Minnesota returned
$1,517,392 to the Department of Human Services as restitution of the state share of Medicaid
funds wrongfully paid to Caremark. The state General Fund received $568,607 in penalties.
Restitution of the state share (approximately 47% of the total) of Medicaid funds for kickbacks
amounted to $304,372. Further restitution to the state for inflated acquisition costs (again 47%
of actual funds paid) amounted to $1,213,020. Penalties for engaging in kickbacks amounted to
$496,607. A separate claim unique to Minnesota involving the failure to license their businesses
as Minnesota Home Health agencies resulted in payment of an additional penalty of $72,000. The
state also collected $2,000 for reimbursement of investigative costs. Finally, Caremark agreed to
reimburse the costs of the negotiating committee so the state was not financially penalized for
volunteering a staff member to participate in the negotiations.

PLANNED RESULTS:

B  Antitrust - The results of the Antitrust Division's work are seen everyday in a healthy,

competitive, Minnesota economy that provides good jobs and quality products at fair prices.
Minnesota's ability to compete on a worldwide basis is renowned because we have maintained a
free and open marketplace here at home.

Vigorous antitrust law enforcement helps keep the marketplace open by holding businesses
accountable when they do engage in illegal restraints of trade. We plan to continue these
prosecution efforts fully in the next biennium.

Consumer Enforcement - Each year, there are far more instances of fraud reported to the division
than can be investigated and prosecuted with our current resources. The division considers a
number of factors in deciding which cases to pursue, including the nature of the potential
defendant; the nature of the conduct; the vulnerability of the victims; the amount of money
involved; the number of persons affected; the nature of the harm; the likelihood of obtaining
meaningful relief; the deterrent effect; the likely educational effect; and the availability of private
remedies. We will focus our efforts on those activities with the greatest positive impact for
Minnesota consumers. In the next two years, the division will continue to:

- protect vulnerable citizens, such as seniors, low-income persons, and people of color;

- uncover and prevent frauds that add to increased health-care costs, including health fraud
scams and cases involving unlawful advertising and marketing practices;

- stop telemarketing and direct mail scams, illegal mortgages practices, deceptive auto sales and
leasing practices, credit scams, and other frauds and scams that cost Minnesota consumers
millions of dollars per year;
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-+ recover civil penalties for the state and restitution for victims of consumer frauds; Growth in legal work has been rapid for this section. Rising rates of violent crime and longer
- save money for Minnesota consumers by stopping illegal practices, deterring unlawful sentences has meant more activity for the Criminal Division. More criminal convictions has also
business practices through aggressive law enforcement, and educating consumers on how to meant more appeals for AGO to handle from our non-metro counties.

protect themselves in the marketplace and how to spend their dollars wisely.
Growth has also occurred in our consumer protection activities. Reasons for the growth include a
Additionally, the Consumer Information Unit will continue to strive for excellence in F.Y. 1998- recent spurt in the number of corporate mergers and acquisitions prompting antitrust concerns. Also
99. Specific plans include: growing are consumer complaints driven by unscrupulous businesses preying on Minnesota healthcare
consumers, home and auto buyers, and the elderly.
- Further dissemination of the Home Series, including, “The Home Buyer’s Handbook,” “The

Home Seller’s Handbook,” “Landlords and Tenants: Rights and Responsibilities,” and “The To deal with this growth, AGO is requesting 3 new staff persons: an attorney for the antitrust
Manufactured Home Park Handbook.” division, an enforcement investigator, and a consumer mediator. These individuals can be expected
- Introduction of a comprehensive handbook on automobiles, and a publication to alert small to generate for the state and individual consumers substantially more revenues than their cost.

businesses and non-profit organizations about frauds directed at them.

- Continued emphasis on vulnerable groups such as older consumers and recent immigrant
groups.

- Continued expansion of our Consumer Connection World Wide Web site.

®  Consumer Services - Each year, the division determines how best to attain its objectives within
its budgetary constraints. Protecting and advising citizens in the purchase of large-ticket items and
educating consumers about telemarketing scams will continue to be the mainstay of the division’s
activity. In F.Y. 1998-99, the division will:

- continue to help consumers with their individual difficulties in the marketplace;

- place more emphasis on helping citizens help themselves, in order to control the number of
written consumer complaints;

- coordinate activities with the Consumer Enforcement Division so as to mediate complaints
related to health care involving hospitals, direct patient providers, and pharmaceutical
companies;

- focus on assisting with larger consumer purchases such as cars and homes;

- expand our consumer outreach in the areas of landlord and tenant rights and responsibilities;
and

- fully develop the ability to receive and to process consumer complaints through a World
Wide Web site.

® Criminal - For F.Y. 1998-99, the division plans to continue to emphasize the prosecution of
serious crimes against persons (homicide and sex crimes), serious drug offenses, complex white-
collar crimes, gambling-related offenses, environmental crimes, and health-care and insurance
fraud. Division lawyers will continue to appear in the appellate courts when those convicted of
serious crimes appeal their convictions. Lastly, the division must continue to provide high-quality
training to peace officers and prosecutors.

B Medicaid Fraud - The division will continue to work closely with the Surveillance and Integrity
Review Section (SIRS) of the Minnesota Department of Human Services, which oversees
administrative recoupment of overpayments by the Medical Assistance program. The division will
continue to criminally investigate referrals from SIRS concerning potentially fraudulent
overpayments. Additionally, the division will continue to work closely with the Office of
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AGENCY: ATTORNEY GENERAL
PROGRAM: LAW ENFORCEMENT
ACTIVITY: LAW ENFORCEMENT
FY 1998 FY 1999
Est. Base Agency  Governor Base Agency  Governor
ACTIVITY SUMMARY FY 1996 FY 1997 Level Request Recomm. Level Request Recomm.
EXPENDITURES:
DETAIL BY CATEGORY:
STATE OPERATIONS:
PERSONAL SERVICES 3,939 4,828 4,603 5,138 4,603 4,701 5,241 4,701
OPERATING EXPENSES 981 1,436 1,316 1,316 1,316 1,324 1,324 1,324
SUBTOTAL STATE OPERATIONS 4,920 6,264 5,919 6,454 5,919 6,025 6,565 6,025
TOTAL EXPENDITURES 4,920 6,264 5,919 6,454 5,919 6,025 6,565 6,025
AGENCY REQUEST ITEMS: FUND
TECHNICAL REALLOCATIONS GEN 49 49
AGENCY FULL FUNDING PLAN GEN 201 201
COMPENSATION INCREASES UNDERFUNDING GEN 5 10
PROTECTION OF CITIZENS AND BUSINESSES GEN 280 280
TOTAL AGENCY REQUEST ITEMS 535 540
EXPENDITURES BY FUND:
DIRECT APPROPRIATIONS:
GENERAL 4,070 4,882 4,707 5,242 4,707 4,810 5,350 4,810
STATE GOVERNMENT SPECIAL REVENUE 20 20 21 21 21 21 21 21
ENVIRONMENTAL 118 127 128 128 128 131 131 131
STATUTORY APPROPRIATIONS:
GENERAL 10
SPECIAL REVENUE 5 21 6 6 6 6 6 6
FEDERAL 658 1,200 1,057 1,057 1,057 1,057 1,057 1,057
AGENCY 49 4
TOTAL EXPENDITURES 4,920 6,264 5,919 6,454 5,919 6,025 6,565 6,025

REVENUE COLLECTED:

DEDICATED:
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AGENCY:  ATTORNEY GENERAL
PROGRAM: LAW ENFORCEMENT
ACTIVITY: LAW ENFORCEMENT

1998-1999 BIENNIAL BUDGET

(DOLLARS IN THOUSANDS)

FY 1998 FY 1999
Est. Base Agency  Governor Base Agency  Governor

ACTIVITY SUMMARY FY 1996 FY 1997 Level Request Recomm. Level Request Recomm.
GENERAL 10

SPECIAL REVENUE 4 7 3 3 3 3 3 3
FEDERAL 719 1,050 1,057 1,057 1,057 1,057 1,057 1,057
AGENCY 92 549 46 46 46 47 47 47
NONDEDICATED:

GENERAL 320 317 317 317 317 317 317 317
CAMBRIDGE DEPOSIT FUND 15 15 15 15 15 15 15 15
FEDERAL 569
TOTAL REVENUES COLLECTED 1,729 1,938 1,438 1,438 1,438 1,439 1,439 1,439
FTE BY EMPLOYMENT TYPE:

REGULAR 80.5 84.8 93.9 96.9 93.9 93.9 96.9 93.9
TEMP/SEAS/PART_TIME .3 .3

OVERTIME N .1 1 .1 .1 1 1 -1
TOTAL FTE 80.9 85.2 94.0 97.0 94.0 94.0 97.0 94.0
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AGENCY: Attorney General, Office of (AGO)
PROGRAM: Law Enforcement
ACTIVITY: Law Enforcement

ITEM TITLE: Protection of Citizens and Businesses

1998-99 Biennium 2000-01 Biennium
F.Y. 1998 F.Y. 1999 F.Y. 2000 F.Y. 2001
AGENCY REQUEST*
Expenditures: ($000s)
General Fund $280 $280 $310 $310
Statutory Change? Yes Ne _X

If yes, statutes(s) affected:

*Non-Executive Branches of Government

RATIONALE:

AGO requests $560,000 for the biennium for additional support for the protection of Minnesota
citizens and businesses. Revenue to support this increase in funding will be earned for the state and
its taxpayers in settlements and judgments.

The need for additional consumer protection is reflected in the growing volume of calls AGO’s
consumer services division must field. In the past five years, consumer calls have doubled. Today
they number about 500 per day. 11,000 written consumer complaints were received by AGO in
F.Y. 1996.

Minnesota consumers also need increased protection from the uncompetitive impacts of industry
restructuring in the state. More and more of our larger industry sectors include fewer and fewer
companies. Mergers and acquisitions are especially notable in sectors such as health care, banking,
and public utilities. Without a strong antitrust and consumer services activity at AGO, our citizens
will be paying more for services which lack competition.

AGO has a history of success in these consumer areas. For example, the antitrust section has
earned for the state and its taxpayers more than $11.2 million in total settlements and judgments in
the last five years. Of this amount, about $4.1 million, or $833,000 per year, has been recovered
for the General Fund. Each of the 4 attorneys in the division has averaged $208,000 in General
Fund recoveries per year.

The AGO consumer enforcement division has obtained over $10.2 million in civil penalties, attor-
neys’ fees and costs, consumer education, and restitution during the same period. Over the past 5
years, each AGO consumer enforcement investigator has averaged about $70,000 in collections for
the General Fund per year.

Finally, our consumer dispute mediation functions net Minnesota consumers approximately $2 mil-

lion per year in voluntary complaint settlements. We expect the mediator to generate about
$400,000 in consumer settlements per year, all of which will be returned to consumers.

We are comfortable in providing the preceding estimations of financial recoveries for the general
fund. On the other hand, it is impossible to guarantee such recoveries in any particular year. Our
principal rationale for making these budgetary requests is our firm belief in the value of this initia-
tive to Minnesota consumers. '

PROGRAM DESCRIPTION:

To combat the problems identified above and to give greater assistance to Minnesota consumers,
AGO proposes to increase staff assigned to the antitrust and the consumer services and enforcement
programs. Specifically, we recommend an additional attorney for antitrust, a consumer enforce-
ment investigator, and a consumer services mediator.

PROGRAM OUTCOMES:

Based on the prior returns from our enforcement activities, it is reasonable to assume a significant
financial return greatly exceeding the cost of the additional attorney position in antitrust. The aver-
age number of cases worked on per antitrust attorney is 13 per year. We can reasonably expect a
new attorney to equal that number.

Each consumer enforcement investigator deals with 10-15 complex cases per year, and we expect
similar results and financial returns from the new investigator.

Our consumer services mediators are deluged with cases. Currently each mediator has about 600
open files to work on. This number far exceeds recommended national standards of 180 open files
per mediator. By adding one more consumer services mediator, we will be able to reduce the num-
ber of open files per mediator from 600 to about 500, which is still far higher than we would like.

LONG-TERM IMPACT:
Long term, our goal is to create an environment where many anticompetitive or unscrupulous busi-

nesses choose not to attempt to operate in Minnesota because of the extensive enforcement
programs of the state.

PAGE F-91



1998-99 Biennial Budget

PROGRAM: Legal Policy and Administration
AGENCY: Attorney General, Office of (AGO)

PROGRAM DESCRIPTION:

The Legal Policy and Administration Program provides the Attorney General's Office with legal
and policy leadership and administrative services.

8 Administrative Services - Administrative Services staff provide operations support to the Attorney
General's Office. They direct the personnel, financial, information systems, library services,
docketing systems, records maintenance, and facility management activities for the 32 divisions
of the office. The goal of this group is to facilitate the smooth operation of a large and multi-
faceted public law office.

8 Policy and Communications - This division develops and coordinates the legal and public policy
positions of the Attorney General, directs and coordinates communications for the office, and
implements special programs and initiatives to reach policy objectives. Policy directors in the
areas of environmental protection, consumer protection, children’s advocacy, and criminal justice
and civil rights develop policy initiatives and legislation, work with task forces and commissions
on these initiatives, and develop legal proposals and litigation to advance public policy objectives.

&  Special Projects - The Special Projects Director coordinates and implements the office's policy-
related programs, including the Safe Schools Survey, the Youth Summit, the Partnership for a
Drug-Free Minnesota, and the MN Media Violence Campaign, as well as initiatives in
environmental education, teen pregnancy prevention, child support education, and other areas.
Through a contact with the Department of Human Services we provide child support enforcement
information. We employ federal, state, local, and private funding and personnel to carry out
these activities. The director reports to the executive assistant.

PROGRAM STATUS:

#  Administrative Services - The division provides administrative support to the rest of AGO staff.
Accounting staff members pay over 700 bills each month and process an additional 125 expense
reports. Other staff provide direction regarding lease renewal and enforcement, union contract
administration, enforcement of safety measures, compliance with the Americans With Disabilities
Act (ADA), affirmative action efforts, and office wide training in areas such as sexual harassment
awareness.

The systems staff is responsible for converting AGO to our PC network and maintaining all
current operating systems. In addition, staff are periodically requested to develop new databases
for complex litigation or projects.

Library staff offer reference and research support, conduct searches of legal and non-legal
computerized information sources, and oversee the selection, purchase and cataloging of all
books, serials, journals, magazines, newspapers, and other materials. AGO library staff have
been very involved in the movement to on-line research activities.

The docketing unit maintains the office’s docket of 50,000 cases and inputs over 11,000 time
report entries every 2 weeks. The personnel staff process payroll, provide information and
assistance on all health insurance matters, and direct all areas of hiring and separation.

Policy and Communications - Significant accomplishments in each major policy area are
described below.

Environmental Protection Policy - Over the past eight years the office has assumed an
increasingly proactive role in developing environmental policy initiatives. Among the key
initiatives are:

- legislative proposals including the 1991 Environmental Enforcement Act, the 1993 Health
Enforcement Consolidation Act, and the national award-winning Land Recycling Act;

- efforts to prevent environmental problems which have received national recognition,
including development of Eco-Sense, an environmental curriculum for grades 7-12 and Eco-
Sense - It’s Elementary for the elementary grades; and

- the development of a senior high curriculum on sustainable development and conducting
teacher training workshops.

Criminal Justice Policy - Since taking office in 1983, the Attorney General has developed a
series of proposals to reform the criminal justice system. These proposals often originate from
commissions and task forces in which the Attorney General has played a lead role. For example,
the Attorney General's Task Force on Sexual Violence Against Women developed major reform
of Minnesota's laws on rape and sexual assault and a series of proposals for education on sexual

" violence and harassment prevention. Since the 1990 legislative session, the vast majority of these

reform recommendations have been enacted, making Minnesota a national leader in sexual
violence prevention.

Since 1993, the Attorney General helped initiate and develop extensive reforms of Minnesota's
juvenile justice system, including:

- treating violent juveniles as serious offenders;

- reforming privacy laws to allow school officials to know about the criminal history of
students;

- expanding sentence-to-work programs; and

- forcing parents to appear with juveniles in court and mandating parental participation in
court-ordered treatment and restitution.

Consumer Protection Policy - As the state's chief enforcer of consumer protection laws, the
Attorney General regularly develops policy initiatives to address consumer problems and issues.
Recent initiatives include legislative proposals to contain consumer health-care costs, regulate the
sale of rebuilt autos, and create restrictions on sweepstakes mailings and fraudulent telemarketing.

The Attorney General also plays a major role in influencing national consumer protection
policies. Examples include the leadership of the national task force that established federal
standards for environmental marketing claims and providing key congressional testimony and
comments on the Federal Credit Reporting Act.

Since 1990, the AGO's consumer information initiatives have won 5 national awards for quality

and innovation, while distributing over one million publications on topics from auto repair and
tenants' rights to nutrition and senior citizen protection. These efforts include:
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- the nation's most comprehensive free guides to home buying and refinancing;
- the first national summit conference on consumer education;

- nationally distributed television spots to fight fraud and scams against seniors;
- popular curriculum materials for Minnesota's teachers; and

- Minnesota's first consumer education materials in Spanish, Hmong, Vietnamese, Lao and
Cambodian.

Civil Rights - The Attorney General has worked to prevent hate crimes, to punish violators of
those laws, and to promote equal opportunity and equal justice in Minnesota. The Attorney
General is involved in civil rights enforcement through a variety of joint initiatives with the
federal government pursuant to an agreement between the National Association of Attorneys
General and the Civil Rights Division of the United States Department of Justice.

In F.Y. 1996-97, the Attorney General was instrumental in developing and securing passage of
the following legislative initiatives: creating a civil cause of action for individuals victimized by
hate crimes, revising and tightening minimum wage enforcement laws, and by creating a cause
of action for individual victims of fraudulent immigration services.

Drug and Alcohol Abuse Prevention - Created in 1987, the Partmership For A Drug-Free Minne-
sota encourages Minnesota communities, law enforcement and schools to participate in drug and
alcohol abuse prevention. Recent and ongoing activities of the partnership include:

- sponsoring an annual youth leadership conference on drug- and alcohol-related issues for
senior high school students. In 1996, 450 students and educators attended;

- co-sponsoring, with the Minnesota Twins, a junior high school drug prevention contest to
encourage students to initiate and participate in anti-drug activities. During the 1995-96
school year, over 2,500 students participated;

- sponsoring a youth leadership conference for junior high students. In 1996, 200 students and
educators gathered to discuss drug- and alcohol-related issues; and

- conduct media campaigns, distribute PSA’s to TV, radio, and print throughout Minnesota.

The Attorney General has played a prominent role in establishing and promoting the Minnesota
D.A.R.E. program. The Attorney General chairs and staffs the D.A.R.E. Advisory Council,
which has successfully supported and expanded the program in communities and schools
throughout the state. The Advisory Council and Minnesota D.A.R.E., Inc. have had a
tremendous impact on the growth of the program across the state. The Minnesota D.A.R.E.
program is now regarded as a national model. Some statistics include:

- The number of certified D.A.R.E. officers increased from just one in 1987 to 514 in 1996.

- 314,000 Minnesota 5th and 6th graders have graduated from the D.A.R.E. program.

- The D.A.R.E. curriculum is now being taught in 635 schools, in 210 of the 408 school
districts in the state, and has been implemented in every elementary school in Minneapolis
and St. Paul.

- 120 officers are trained to deliver the junior high curriculum; four are trained to deliver the
senior high program; and 46 officers are trained to teach the parent component in Minnesota.

Sexual Violence and Harassment Prevention - To attack the roots of the problem of sexual
violence, the Attorney General developed and implemented a public education effort aimed at

" preventing rape and sexual harassment. The initiative began in 1989 with passage of the Attorney

General's proposal to require schools to develop clear policies on sexual harassment.
Accomplishments in 1991-96 include:

- presentations at nearly 100 college and university campuses across the state aimed at
preventing sexual harassment, date rape, and campus violence;

- distribution of 175 copies of the video "Campus Rape" and 175 sets of rape awareness
advertisements to colleges across the state;

- development of legislation requiring all Minnesota higher education institutions to implement
"campus security plans” to avoid problems of violence and sexual harassment on campus;

- development of an information packet on sexual harassment and date rape sent to all
institutions of higher education and public senior and junior high schools; and

- distribution and compilation of several surveys of educational institutions’ policies and
procedures concerning sexual harassment, assault, and violence. The surveys reached
elementary and middle schools, junior high and high schools, and post-secondary institutions.

PLANNED RESULTS:

Administrative Services - The members of this division will continue to devote their efforts to
providing timely and professional assistance to the 500 people we serve. The resource constraints
facing the office also challenge the administrative staff, however. We must work continually to
redesign and improve our procedures, with the help of information technology, to meet our
objectives. -

Policy and Communications - This division will continue to use the resources and authority of
the Attorney General's Office to develop and advance policies to address critical public issues and
concerns. The growing problems of violence, racism, sexual harassment and violence against
women, drug and alcohol abuse, environmental degradation and pollution, and health care fraud
present ongoing challenges for us. The needs to reform key elements of our economic and social
infrastructure also demand our efforts.

BUDGET AND REVENUE SUMMARY:

This program provides all support services for the sections. The growth in legal activity in AGO
generally has prompted increased demands on this program, particularly in administrative services.
Program staff are working hard to help improve the cost-effectiveness of AGO operations and to
effectively manage the growing number of outreach activities.
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In addition to the base budget request, the attorney general has developed and submitted to the state’s
Information Policy Office an information resource proposal that is more fully described below. The
single most important factor in improving cost-effectiveness for AGO is technology. We are in the
midst of an ambitious program to update everything from desktop word processing to computerized
research to document imaging. One of the AGO budget initiatives, prepared as part of the
Information Policy Office process, will complete our PC network, will replace our unsatisfactory case
management system, and will facilitate inexpensive computer-based research.
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AGENCY:  ATTORNEY GENERAL
PROGRAM: LEGAL POLICY & ADMINISTRATION
ACTIVITY: LEGAL POLICY & ADMINISTRATION

1998-1999 B I ENNIAL BUDGET

(DOLLARS IN THOUSANDS)

FY 1998 FY 1999
Est. Base Agency  Governor Base Agency Governor
ACTIVITY SUMMARY FY 1996 FY 1997 Level Request Recomm. Level Request Recomm.
EXPENDITURES:
DETAIL BY CATEGORY:
STATE OPERATIONS:
PERSONAL SERVICES 2,538 2,698 2,327 2,814 2,327 2,382 2,947 2,382
OPERATING EXPENSES 1,860 2,438 1,903 2,582 1,903 1,908 2,518 1,908
SUBTOTAL STATE OPERATIONS 4,398 5,136 4,230 5,396 4,230 4,290 5,465 4,290
TOTAL EXPENDITURES 4,398 5,136 4,230 5,396 4,230 4,290 5,465 4,290
AGENCY REQUEST ITEMS: FUND
TECHNICAL REALLOCATIONS GEN 103 103
AGENCY FULL FUNDING PLAN GEN 354 354
COMPENSATION INCREASES UNDERFUNDING GEN 9 18
INFORMATION RESEARCH BUDGET REQUEST GEN 700 700
TOTAL AGENCY REQUEST ITEMS 1,166 1,175
EXPENDITURES BY FUND:
DIRECT APPROPRIATIONS:
GENERAL 4,331 4,787 4,071 5,237 4,07 4,131 5,306 4,131
STATUTORY APPROPRIATIONS:
GENERAL 46 105
SPECIAL REVENUE 14 184 159 159 159 159 159 159
FEDERAL 15
GIFT N 7 45
TOTAL EXPENDITURES 4,398 5,136 4,230 5,396 4,230 4,290 5,465 4,290
REVENUE COLLECTED:
DEDICATED:
GENERAL 75 76
SPECIAL REVENUE 29 158 159 159 159 159 159 159
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AGENCY:
PROGRAM:

ATTORNEY GENERAL
LEGAL POLICY & ADMINISTRATION
ACTIVITY: LEGAL POLICY & ADMINISTRATION

1998-1999 BIENNIAL BUDGET

(DOLLARS IN THOUSANDS)

FY 1998 FY 1999
Est. Base Agency  Governor Base Agency Governor
ACTIVITY SUMMARY FY 1996 FY 1997 Level Request Recomm. Level Request Recomm.

FEDERAL 15

GIFT 14 17
NONDEDICATED:

GENERAL 21 6,076 6,076 6,076 6,076 6,076 6,076 6,076
TOTAL REVENUES COLLECTED 139 6,342 6,235 6,235 6,235 6,235 6,235 6,235
FTE BY EMPLOYMENT TYPE:

REGULAR 47.2 46.4 47.4 47.4 47.4 47.4 49.4 47.4

TEMP/SEAS/PART_TIME 1 .1 1.8 2.8 1.8 1.8 1.8 1.8

OVERTIME .6 .6 .6 .6 .6 .6 .6 .6
TOTAL FTE 47.9 47.1 49.8 50.8 49.8 49.8 51.8 49.8
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AGENCY: Attorney General, Office of (AGO)
PROGRAM: Legal Policy and Administration
ACTIVITY: Legal Policy and Administration

ITEM TITLE: Information Resource Budget Request

1998-99 Biennium 2000-01 Biennium

F.Y. 1998 F.Y. 1999 F.Y. 2000 F.Y. 2001
AGENCY REQUEST*
Expenditures: (3000s)
General Fund $700 $700 $930 $930
Statutory Change? Yes No _X

If yes, statutes(s) affected:

* Non-Executive Branches of Government

RATIONALE:

AGO, like all legal services providers, is a very labor-intensive office. We have initiated a number
of cost-reduction activities such as transforming, wherever possible and appropriate, higher cost
lawyer positions into lower cost legal assistant positions. Technology is an area which also offers
great potential for cost reduction.

Law practice has become increasingly reliant on automated information systems for such activities
as legal research and client billing. For us to keep up with industry trends, and to better track the
delivery of our services, we need to improve our information systems.

For far too long, government service has not been concerned about such private sector staples as
accountability and customer satisfaction. As Minnesota state agencies become reengineered and
more citizen-oriented, they are developing similar expectations for their vendors -- of which AGO
is one. Therefore, our interest in technology improvement is not only internally driven, it is also
externally driven by the demands of our customers.

Finally, our competition - usually private law firms representing the opponents of our agency cli-
ents -- are rapidly developing sophisticated information systems to track documents in complex
litigation.  We must stay current in our capabilities to compete with the private sector.

PROGRAM DESCRIPTION:

The following are brief synopses in order of priority of our F.Y. 1998-99 Information Resource
Request. Some of these are already in development; others are in planning. The first 3 of the
following are scheduled for completion in F.Y. 1998-99. The last 3 will be completed in F.Y.
2000-01.

Completion of networking. Complete the PC-based LAN for our staff by January, 1998. (Note:
70% of AGO is now networked.)

Case management system. Replace our outdated and ineffective case management and docketing
system with a new system that will simultaneously meet the needs of our clients and managers for
detail on work performed and the needs of state systems managers in human resources, payroll, and
accounting.

Computerized research capacity. Purchase hardware and system software to permit networked
access to a CD-ROM-based system to be maintained by the AGO library. Facilitate staff access to
other sources through Internet and NAAGNet (national attorneys general research and data shar-
ing). Use these systems to greatly reduce our reliance on expensive private on-line legal research
systems. (Note: we project savings of $98,000 per year in which we have reduced our budget re-
quest incorporating these potential savings.)

Automated litigation support. Acquire and install litigation technologies comparable to those now
used widely in the private practice of law. Expedite preparation of trial materials and analytical
capacities to improve both the effectiveness and efficiency of case presentation.

Office wide imaging. Acquire and install hardware and software, or leverage such facilities from
other state agencies, to facilitate digitizing of documents such as consumer and citizen mail, micro-
fiche records, and other paper-heavy activity areas. Improve response time, data analysis and vali-
dation, and AGO office consistency in dealing with citizen concerns.

Automated decument creation. Working with state agencies, develop a library of standard form
documents to be used throughout government. Digitize these documents and make them available
on-line to trained state agency staff so that they can be adapted to particular situations with a mini-
mum of AGO and client staff preparation time.

PROGRAM OUTCOMES:

The project’s goal is to dramatically increase the quality, productivity and effectiveness of AGO.
In addition, several elements of the proposal will improve the operations of our client agencies.
The net result will be better value for the taxpayers’ dollar. [Note: please see the extended discus-
sion of project benefits for each component of the project in CSFS5, pages 46-48 of the IPO pro-
posal.]

LONG-TERM IMPACT:

We envision these initiatives as dramatically restructuring the practice of public law in the future.
More and more activities now performed by lawyers will be delegated to legal assistants and trained
client agency staff. Our internal efficiencies will soar with the advent of better research and docu-
ment drafting capabilities. We will have much better access to information from other states on
proposed law changes, and within Minnesota our relationships with local prosecutors and advocacy
organizations, and individual citizens will improve.
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PROGRAM DESCRIPTION:

The Business Regulation Program represents over 15 state agencies. These agencies are responsible
for protecting citizens against discrimination in important transactions such as employment and
housing, keeping abusive teachers out of Minnesota schools, and preventing deceptive practices in the
financial services and gambling industries. The program’s staff provides the legal services that are
essential to assist its agency clients in delivering higher education services to over 150,000 students
and implementing state educational policy. In addition, section staff members oversee the conduct
of charitable organizations and work to ensure that residential and small business customers have
access to affordable and high quality utility services. The program is comprised of 6 divisions:
Charities, Residential and Small Business Utilities, Commerce and Gambling, Education, Human
Rights, and Telecommunications and Energy.

Charities: In recent years, nonprofit organizations have assumed an increasingly important role in
Minnesota, providing a wide range of services in sectors as diverse as health care, education, and the
arts. In the past ten years, the number of charities and foundations registered with the Attorney
General’s Charities Division has more than doubled, from 2,600 to over 5,400. These organizations
hold over $41 billion of assets in trust for the benefit of the general public. The mission of the
Charities Division is to enforce state laws regulating these organizations and to ensure that they are
accountable to the public, particularly with regard to the manner in which they raise and spend their
money.

Residential and Small Business Utilities: Residential and small business customers of utility
companies cannot afford to participate effectively in contested proceedings before the Public Utilities
Commission (PUC). Therefore, this division represents these customers, whose interests often
conflict with those of larger customers, who routinely hire their own expert analysts and attorneys to
advocate on their behalf. The division protects small customers from unreasonable price increases,
decreased service quality, and deceptive business practices. The division also works to shape an
energy future for the state that will include both cheaper and cleaner forms of energy. Finally, the
division works to explore and implement ways in which increased competition in these industries can
be used to bring benefits to all customers, instead of increasing overall costs while benefiting only a
select few.

Commerce and Gambling: The Commerce and Gambling Division represents the state’s gambling
agencies: the Gambling Control Board, the Minnesota Lottery and the Minnesota Racing Commission.
The division’s work for these agencies consists primarily of a combination of legal advice, assistance
with rule making, and litigation. Most of the division’s litigation involves disciplinary contested case
proceedings against regulated organizations and individuals. The division also represents the
Minnesota Board on Judicial Standards, the Petroleum Tank Release Compensation Fund, and the
Agricultural Chemical Response Compensation Board.

Education: The Education Division represents many of the state agencies that are responsible for the
development and implementation of educational policy and the delivery of educational services in
Minnesota. These include the Minnesota State Colleges and Universities (MnSCU) (7 State
Universities, 10 Community Colleges, 10 Technical Colleges, and 11 Consolidated Colleges), the
State Board of Education, the Department of Children, Families and Learning, the Board of Teaching,
the Minnesota Center for Arts Education, the Higher Education Services Office, and the State Council

on Vocational Education. The division provides the legal services (e.g., rule making assistance,
contract drafting, student discipline issues, litigation, etc.) necessary to enable these agencies to
effectively implement the wide variety of programs and services that they offer.

Human Rights: Discriminatory practices prohibited by the Minnesota Human Rights Act affect the
most fundamental aspects of citizens” lives, occurring as they do in employment, education, housing,
and access to public accommodations. The division protects the public by advising the Department
of Human Rights so that it can fairly decide allegations of discrimination, justly and expeditiously
resolve through settlement and mediation claims of discrimination, and efficiently and effectively
litigate such matters. The division recovers compensatory and punitive damages for victims of
discrimination, civil penalties and costs for the state, and injunctive relief that benefits both victims
of discrimination and the public. The division also represents the Bureau of Mediation Services, the
Ombudsman for Corrections, the Ombudsman for Mental Health and Mental Retardation, and the
Council on Disability.

Telecommunications and Energy: The Telecommunications and Energy Division represents the
Department of Public Service in its role as representative of all utilities customers, large as well as
small, before the Public Utilities Commission, the Federal Communications Commission, the Federal
Energy Regulatory Commission, the Nuclear Regulatory Commission, and state and federal courts.
The division also assists the department in its enforcement of state weights and measures standards
and energy conservation programs. The division’s representation includes litigation, legal advice, and

rule making.

PROGRAM STATUS:

Charities: In its efforts to make charitable organizations accountable to the public, the division has
three primary tools: registration, education, and litigation.

8 Under Minnesota law, charitable organizations must register with the division. As a part of that
process, they file annual financial reports that detail how much money they received and how
they spend it. With this information in hand, citizens can make more informed decisions about
donating money. Thus, registration can be is a powerful tool for preventing misuse of charitable
funds. InF.Y. 1996 the division focused in part on making its registration records more easily
accessible to the public. The division’s records, including extensive financial information on
registrants, were put onto a computer database and then transferred to the AGO Internet web site.
Minnesota citizens with access to the Internet can now search the AGO web site to determine
whether an organization is registered and, if so, review the previous two years of its financial
records. In addition, to make the registration process easier for charities, the division, working
in conjunction with several other states, developed a uniform registration form now accepted by
more than 20 states.

®  Education of charities’ board members and staff is also an effective tool for ensuring
accountability. Boards of directors have significant oversight responsibilities for the organizations
they represent. By educating directors about their duties, the division can enlist their help in
preventing misconduct. To educate directors, the division distributed thousands of copies of its
brochure explaining the fiduciary duties of directors, and also made it available on the AGO web
site. In addition, the division organized seminars designed to educate board members about their
responsibilities as well as staff about how to comply with state charities laws.

B Litigation is the third tool employed by the division to enforce the law and ensure accountability.

In the past two years the division has handled cases involving misappropriation of funds by
charitable trusts and charitable organizations, mishandling of funds due to lack of internal
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Residential and Small Business Utilities:

controls, misleading financial reports filed with the division that overstate the amount of money
spent for programmatic activity, and misleading telemarketing and direct mail schemes that
mislead donors about how their donations will be used. Since 1995 the division has obtained over
$2 million in restitution to Minnesota charitable organizations, costs and civil penalties.

This division’s role as the advocate for the average

utilities customer is unique.

Since its inception in 1983, this division has saved hundreds of millions of dollars for utilities
customers, providing a return of over $100 for each tax dollar invested. For example, in one
recent rate case, Minnegasco sought to increase residential and small business rates dramatically
while reducing rates for large business customers. Other parties supported similar rate changes.
However, the division was concerned that such rate changes were unjustified and could stifle
emerging competition. The division successfully advocated much lower rate increases for
residential and small business customers, saving these customers over $6 million per year
compared to the company’s proposal. In two other Minnegasco dockets, implementing new
forms of regulation or attempting to introduce competition for selected customers, the division’s
efforts saved Minnegasco customers an additional $3 million per year. .

The division also represents small customers in the numerous proceedings underway to introduce
competition into these industries. Central to this effort is preserving universal availability of high
quality local telephone and energy services. Division members have worked as part of a task
force for the past several months to develop the rules that will govern local telephone
competition. The division has worked to insure that competition will benefit residential
customers, as well as business customers, and will benefit all areas of the state, not just the Twin
Cities metro area. The division has also focused on protecting customers from deceptive business
practices. Recent initiatives and enforcement actions have protected customers’ local phone
service from disconnection due to “pay-per-call” scams such as talk lines and other billing
practices that in the past have put local phone service in jeopardy.

Commerce and Gambling: During this biennium, demand for the division’s services is increasing:

The division has experienced a significant increase in the demand for its services by the
Petroleum Tank Release Compensation Fund. This fund distributes millions of dollars to
reimburse for cleanup costs caused by soil and water contamination. A number of issues,
including implementation of new statutes and rules, have necessitated more legal advice. In
addition, more fund reimbursement decisions have been challenged, thus increasing the volume
of litigation.

The division is also seeing a trend toward increased litigation on behalf of the Department of
Commerce, both in administrative disciplinary proceedings and in civil litigation to recover
money from recovery funds administered by the department.

Prior to this biennium, the division’s services to the Board on Judicial Standards consisted mainly
of legal advice. However, in F.Y. 1996 the board was involved in more litigation, thus requiring
the division’s assistance on its behalf in discovery and motion practice.

Education: During this biennium, demand for this division’s services has also increased significantly.

The higher education merger that created MnSCU was completed on 7-1-95. With the merger,
the division assumed responsibility for representing the 34 technical colleges that had previously
been local governmental units. The division assisted these institutions in modifying their practices
to conform to the requirements imposed by state law on state agencies. In addition, in an effort
to prevent future claims against MnSCU, the division provided the colleges and universities with
training on issues such as student due process, data practices, and the conduct of discrimination
and harassment investigations.

The Department of Children, Families and Learning and the State Board of Education are
addressing a number of complex legal issues relating to school desegregation and graduation
standards. In addition, the department is faced with a large increase in the number of special
education cases in state and federal courts to which it is a party. It has also experienced a notable
increase in the number and types of state bond financed grants for which it is responsible. These
grants have become more legally complex as a result of requirements imposed by the 1994
bonding bill.

Human Rights: The division’s primary work during this biennium has been to assist the Department
of Human Rights.

Through negotiations, mediation, and litigation, this division has represented the department in
obtaining remedies for victims of discrimination. In F.Y. 1996, the first year of the biennium,
those remedies amounted to over $500,000 for Minnesota citizens. As an example, in the Eagan
Athletic Association matter the division obtained a reasonable accommodation for a hearing
impaired participant and greater access to interpreters which will allow the student and other
similarly situated athletes to enjoy the benefits of the association’s programs. The demand for
these kinds of services increased significantly in the first year of the biennium. The department
referred 67 cases to the division in F.Y. 1995 and 157 cases in F.Y. 1996.

In addition, during this biennium division staff members have assisted the department in
implementing its alternative dispute resolution project, revising its procedures to expedite case
processing, and conciliating cases in which the department had found probable cause that human
rights laws had been violated.

Telecommunications and Energy: During this biennium, lawyers in this division have represented
the Department of Public Service in its traditional work involving utilities rate cases and investigation
of utility practices. In addition, representation of the department has also involved a variety of new
issues, including:

development of alternative forms of regulation for telephone companies pursuant to recently
enacted legislation;

certification of competitors for local telephone service in areas formerly exclusive to one
company;

continuing litigation regarding nuclear waste storage and the federal responsibility to provide it;
valuation and application of environmental external costs related to electric generation;
ratepayer versus utility liability for environmental clean up costs;

restructuring of the electric utility industry; and

state versus federal authority over the production, transmission and sale of electricity.
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PLANNED RESULTS:

The Business Regulation Program is committed to effectiveness in achieving its objectives, while
using public resources efficiently. Because litigation is often costly, avoiding unnecessary litigation
through prevention and alternative dispute resolution can be an effective means to use limited
resources more efficiently.

Charities: Prevention through public access to financial records is a cost-effective way of improving
accountability for charitable organizations. The division intends to continue to increase its efforts in
this area. The division will update the financial records posted on the AGO web site at least
quarterly, thus improving public access to current information. Because most registered organizations
welcome accountability and want to comply with the law, education can also be a cost-effective means
of enhancing accountability and achieving compliance with the law. In the coming biennium, the
division plans to expand its efforts to inform organizations of their duties through the development of
educational seminars and materials. In addition, the division will continue its efforts to facilitate
compliance by simplifying and making uniform its registration process.

Residential and Small Business Utilities Division: During the next biennium, the central topic of
debate in the utilities industries will continue to be the evolution of the telephone and electric
industries from a monopoly to a mix of regulated monopoly services and potentially unregulated or
partially regulated competitive services. These changes will continue to introduce new and complex
regulatory issues and consumer problems. This division will work to ensure that lessened regulation
results in benefits for all consumers in Minnesota, not just a select few. Enforcement actions, along
with increased consumer education, will be necessary to protect customers from deceptive practices,
anti-competitive activities, and decreased quality and reliability of service.

Commerce and Gambling: The most significant growth in demand for the division’s legal services -

has been in its representation of the Petroleum Tank Release Board in disputed claims matters and in
its representation of the Department of Commerce in disciplinary actions involving fraudulent
practices by building contractors. The division is working with board and department staff to develop
more effective and efficient procedures to expedite case processing and to enable the division to focus
its resources on the most significant cases. With these procedures in place, the division’s goal is to
have the need for its services level off, and to meet its clients’ needs with the resources currently
available to it.

Education: In F.Y. 1998-99 the division will continue its efforts to enhance preventative training in
areas that the MnSCU colleges and universities identify as promoting more efficient use of resources
and reducing the likelihood of claims. Additional issues affecting legal services will arise as the
merger of MnSCU matures and evolves. Two such issues are the decentralization of the system and
the possible extension of the 1996 mandates reduction bill. In defending the Department of Children,
Families and Learning in special education litigation, the division will focus on clarifying the law by
establishing court precedent. This will reduce the number of lawsuits in which the department and
the state board are parties, thus cutting the cost of litigation for these agencies. The division also
anticipates that legal issues associated with graduation standards and school desegregation matters will
continue to require the division’s assistance.

Human Rights: Based on its experience during this biennium, the division believes that the need for
legal services by the Department of Human Rights will increase in the 1998-99 biennium. As
indicated above, the number of cases referred to the division more than doubled between F.Y. 1995
and F.Y. 1996. Furthermore, the department now refers all cases involving a finding of discrimina-
tion to the division for mediation and conciliation. This process is designed to expedite the handling
of complaints, and to minimize the need to resort to litigation.

Telecommunications and Energy: The division expects that issues relating to the restructuring of the
telephone and electric industries will be at the forefront of the Department of Public Service agenda
for the rest of this fiscal year and remain there well into the next biennium. These issues are unique -
and predicting their outcome is difficult. In addition, disposal of nuclear waste from power plants will
remain a major issue, one with significant legal implications requiring the divisions’ assistance.

BUDGET AND REVENUE SUMMARY:

Business regulation encompasses a broad sweep of client representation. Our Commerce and
Gambling, Charities and Human Rights divisions are very active in protecting consumer interests.
The statutorily-created group to represent consumers in public utility matters provides an independent
review source for important PUC decisions, while the Telecommunications and Energy represents the
Public Service Department in various state and federal proceedings. Finally, the Education Division
provides critical representation to the State Board of Education, the Department of Children and
Families, and the huge Minnesota State College and Universities.

These growing sectors are placing increasing demands on the section. While no specific initiatives

are proposed for F.Y. 1998-99, the likelihood remains of the need for additional resources in
upcoming bienniums.
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ACTIVITY: BUSINESS REGULATION

1998-1999 BIENNIAL BUDGET
(DOLLARS IN THOUSANDS)

FY 1998 FY 1999
Est. Base Agency  Governor Base Agency Governor
ACTIVITY SUMMARY FY 1996 FY 1997 Level Request Recomm. Level Request Recomm.
EXPENDITURES:
DETAIL BY CATEGORY:
STATE OPERATIONS:
PERSONAL SERVICES 3,359 3,431 3,075 3,372 3,075 3,125 3,451 3,125
OPERATING EXPENSES 618 628 638 638 638 647 647 647
TRANSFERS <1,020> <1,020> <1,020> <1,020> <1,020> <1,020>
SUBTOTAL STATE OPERATIONS 3,977 4,059 2,693 2,990 2,693 2,752 3,078 2,752
TOTAL EXPENDITURES 3,977 4,059 2,693 2,990 2,693 2,752 3,078 2,752
AGENCY REQUEST ITEMS: FUND
TECHNICAL REALLOCATIONS GEN 61 61
AGENCY FULL FUNDING PLAN GEN 208 208
COMPENSATION INCREASES UNDERFUNDING GEN 28 57
TOTAL AGENCY REQUEST ITEMS 297 326
EXPENDITURES BY FUND:
DIRECT APPROPRIATIONS:
GENERAL 3,796 3,753 2,502 2,799 2,502 2,561 2,887 2,561
PETROLEUM TANK RELEASE CLEANUP 26 114
STATUTORY APPROPRIATIONS:
GENERAL 93 186 186 186 186 186 186 186
SPECIAL REVENUE 5 5 5 5 5 5 5
AGENCY 62 1
TOTAL EXPENDITURES 3,977 4,059 2,693 2,990 2,693 2,752 3,078 2,752
REVENUE COLLECTED:
DEDICATED:
GENERAL 93 186 186 186 186 186 186 186
SPECIAL REVENUE 5 5 5 5 5 5
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AGENCY:  ATTORNEY GENERAL
PROGRAM: BUSINESS REGULATION
ACTIVITY: BUSINESS REGULATION

1998-1999 BIENNIAL BUDGET

(DOLLARS IN THOUSANDS)

FY 1998 FY 1999
) Est. Base Agency  Governor Base Agency Governor
ACTIVITY SUMMARY FY 1996 FY 1997 Level Request Recomm. Level Request Recomm.
AGENCY 61 1 1 1 1 1 1 1
NONDEDICATED:
GENERAL 178 178 178 178 178 178 178 178
CAMBRIDGE DEPOSIT FUND 219 219 219 219 219 219 219 219
TOTAL REVENUES COLLECTED 551 584 589 589 589 589 589 589
FTE BY EMPLOYMENT TYPE:
REGULAR 61.6 61.0 61.9 61.9 61.9 61.9 61.9 61.9
TOTAL FTE 61.6 61.0 61.9 61.9 61.9 61.9 61.9 61.9
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AGENCY: Attorney General, Office of (AGO)

PROGRAM DESCRIPTION:

The Solicitor General's Program is a litigation group which represents state agencies and officials in
lawsuits. The work of this group:

B protects the state, its agencies, officials and employees from adverse court judgments;
B provides high-quality litigation representation in a cost-effective manner;

® minimizes litigation costs and promotes the early resolution of disputes where possible through
the use of alternative dispute resolution;

B provides advice and training to clients to increase compliance with regulatory programs and
reduce future litigation; and

B where adverse litigation results are likely, limits the extent of the damage as much as possible.

The section includes 5 specialized litigation divisions: Civil Litigation, Litigation, Employment Law,
Collections Litigation and Torts.

®  Civil Litigation - This division defends lawsuits that challenge the constitutionality of state
statutes, rules, and official action. In many of these cases, the state is sued directly. However,
Minnesota court rules and federal statutes also require that the Attorney General be notified any
time a statute is challenged as unconstitutional in private litigation. The Attorney General may
then intervene in the lawsuit or file a "friend of the court" brief to support the statute's
constitutionality. In addition, the division provides legal advice and representation to the
Minnesota judiciary and the State Board of Public Defense. Senior attorneys in the Civil
Litigation division also review all significant appeal briefs before they are filed with the courts
in order to assure quality and consistency of positions. A corrections team within the division
defends the Department of Corrections (DOC) against numerous lawsuits brought by inmates and
also provides legal advice to DOC concerning operation of the prison system.

® Construction Litigation - This division advises agencies involved in state construction projects and
defends the state when contractors, subcontractors, consultants, and third parties sue. The
division protects taxpayers by filing claims against persons who perform defective work or
otherwise fail to comply with contract requirements. In addition, the division advises all non-
regulatory state agencies relative to numerous state and federal environmental laws and
regulations and represented those agencies when they were involved in environmental litigation.
The division also assists agencies in the acquisition or conveyancing of contaminated properties.
Finally, the division assists client agencies in drafting contract provisions, understanding the legal
ramifications of contract decisions, and evaluating claims arising from construction projects.

®  Employment Law - This division advises state departments and agencies on employment and
labor issues including advice on Equal Employment Opportunity Commission (EEOC) and buman
rights charges. It also provides legal representation in state and federal court against
employment-related lawsuits brought by current and former employees. Significant agencies
represented include the Department of Employee Relations, Minnesota State Colleges and

Universities (MnSCU), the Department of Corrections, and State Court Administration of the
Minnesota Court System.

®  Collections Litigation - This division's objective is to seek, recover, retain, and obtain more
monetary funds owed to the state, so that more revenue is provided for needed public services.
The division handles extensive collections, bankruptcy, and financial litigation on behalf of the
State and all state agencies, including seeking monetary judgments, enforcing collection of
judgments and protecting the rights of the state as a creditor. This division was established as
part of the state-wide accounts receivable initiative.

8 Torts - By investigating, settling or litigating tort claims, this division defends the state and its
employees in personal injury or property damage suits brought by individuals and corporations.
The allegations are most commonly of negligence, but they also involve wrongful death,
defamation, assault, infliction of emotional distress, excessive force, interference with business
relations, and federal civil rights claims.

PROGRAM STATUS:

Although effective representation of the state's interests is neither necessarily visible in the "won-lost"
record of litigation nor measurable in dollars saved, as described below, during the F.Y. 1996-97
biennium the section has had several significant victories and managed its practice in a very
cost-effective manner.

®  Civil Litigation - Lawsuits challenging the constitutionality of the state's laws are a never-ending
reality of state government. The laws and the issues may change, but the litigation continues.
The Civil Litigation Division handles many of these suits. The division successfully defended
the state's public defender financing system in Kennedy v. State, a suit by the Hennepin County
Public Defender seeking additional appropriations. In Boyle v. Anderson, the division
successfully defended the MinnesotaCare provider tax against a claim of Employee Retirement
Income Security Act (ERISA) preemption. Currently, the division is defending against two major
lawsuits, NAACP v. State and ISD No. 625 (St. Paul) v. State, that seek relief from the state
for inadequacies in the Minneapolis and St. Paul schools systems allegedly caused by segregation
by race and poverty and inadequate funding.

Although the division has been successful in many significant cases, in constitutional litigation a
favorable decision can never be assured. For example, in Twin Cities Area New Party v.
McKenna, the federal district court upheld the state law that prohibits a candidate from appearing
on the ballot for more than one political party, but the Eighth Circuit Court of Appeals reversed,
striking down the law. The case is now on appeal to the United States Supreme Court.

The outcome of constitutional litigation is not the only measure of performance. Within the limits
established by legislative appropriation and executive decisions regarding the distribution of
personnel and resources, the division has aggressively asserted the state's position. Unfortu-
nately, however, this does not assure victory.

In this biennium, the corrections team handled an increasing number of psychopathic personality
commitment proceedings of increasing complexity that made it difficult to devote adequate
resources to the legal work of the DOC. Although the corrections attorneys were consistently
successful in persuading courts to dismiss inmate lawsuits without payment of damages by the
state, some longer term legal issues still need to be resolved. With the psychopathic personality
work transferred to another division, the corrections team will now be able to focus on the high
volume of inmate litigation and the reservoir of legal issues presented by the ever-expanding
prison system.
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8 Construction Litigation - This division, representing the Department of Transportation (MnDOT),
helped save the state nearly seven million dollars in several cases brought by contractors seeking
over $10.1 million in additional compensation on state construction projects. Their claims were
resolved for approximately $3.1 million through alternative dispute resolution; the state received
very favorable results and saved significant legal expenses in the process. In addition, the
division recovered $60,000 from a consultant in a case resolved in mediation. The division
continues to emphasize the use of alternative dispute resolution and the early resolution of legal
disputes.

8 Employment Law - The division provided legal representation and legal counseling in over 150
employment disputes during the past biennium. The division continued to establish and help
clarify public sector employment law dealing with official and discretionary immunity, whistle
blower claims, and defamation in the workplace. In one ground breaking case, Bolton v.
Department of Human Services, the division received a favorable decision from the Minnesota
Supreme Court settling an important principle of defamation law for all employers. Alternate
dispute resolution efforts have continued saving the state thousands in litigation costs. The
division aggressively defends court cases and seeks to resolve such conflicts at the earliest
possible time. With current trends showing that claims are likely to increase in the employment
law field, the division will more vigorously pursue mediation and arbitration as less costly
alternatives to protracted litigation. An emphasis will also be placed on preventing employment
suits including sexual harassment claims through training programs developed for the state's
managers and supervisors. These programs will be aimed at recognizing sexual harassment,
investigating claims in a timely manner, and resolving employee complaints through mediation.

8 Collections Litigation - In its first two fiscal years, the division spent extensive time assisting and
providing legal support to state agencies so that they will better collect their debts and drafted
legal policy and strategy on state-wide collection matters, such as the innovative child support
legislation to revoke driver's license for delinquent child support payments, for which $6 million
has been collected up to June 30, 1996. The division has directly collected over $2 million as a
result of its direct legal work; $2.50 collected for every $1 of division funding.

@ Torts - During F.Y. 1995-96, this division closed 1,329 claims and 89 lawsuits. Agencies
represented by the division paid out $398,478.10 on claims with an original estimated value of
about $6.5 million. Although the division receives approximately 700 claims annually, only about
50 new personal injury lawsuits are filed against the state each year. This indicates that the
division efficiently resolves most tort claims before they develop into lawsuits, thus saving the
state the significantly higher cost which inevitably result from litigation. Cases are not routinely
settled in order to avoid litigation. The division's appellate practice successfully defended and
refined the state's immunity from many claims and lawsuits involving the operation of the state’s
parks, the design of state highways, and the parole of state prisoners.

PLA D RESULTS:

In F.Y. 1998-99, the Solicitor General Program will continue to defend increasing numbers of
lawsuits against the state in all of our areas of practice. However, current resources are already
severely tested by claims we have already received, cases now in preparation for litigation and

continued requests and needs of state agencies for assistance in matters of lawsuit prevention and risk
management. We will strive to realize our objectives within these fiscal limitations. Some significant
issues in F.Y. 1998-99 are described below.

Civil Litigation - This division will have the major task in the upcoming biennium of defending
the NAACP v. State and ISD No. 625 (St. Paul) v. State challenges to the adequacy of the
Minneapolis and St. Paul school systems. Either one of those cases alone would be a significant
drain on resources. The combined effect, on top of the other typical constitutional defense work
of the division, will require additional resources well beyond the normal capacity of the division.
With respect to the corrections team, the prison population continues to grow. It remains to be
seen whether recently enacted federal legislation intended to reduce the volume of frivolous
inmate litigation will have its intended effect.

Construction Division - The division's construction caseload has remained relatively constant in
the past several years. With the increased emphasis on early resolution of disputes through
alternative dispute resolution, the division anticipates that it will continue to manage the
construction caseload with its existing resources. Additionally, state agencies would benefit from
evaluating recent developments in construction insurance, risk management, and contractual risk
transfer, and modifying state contract requirements where appropriate. Devoting resources in
these areas is expected to reduce the state's exposure to certain risks and, ultimately, reduce the
amount of litigation arising from construction projects.

The workload in the environmental area has increased in the past biennium, and the division
expects a continued increase for several reasons. First, litigation about the projected
environmental impacts of major state projects has become more frequent, and this trend is
expected to continue. For example, the division handled three Environmental Impact Statement
(EIS) lawsuits recently involving two metro area highway projects and a new public golf course
at Giants Ridge and expects a similar lawsuit over the siting of a new prison. In addition, the
merger of the technical colleges into the state higher education system has resulted in an increased
demand for assistance in areas such as real estate transactions, hazardous waste management,
underground tank management, and wetland protection. Finally, there is an increased demand
upon the division to train and assist clients in understanding and complying with environmental
regulations, such as in the storm water management and wetland areas. This demand for
assistance in the environmental area is expected to continue for the foreseeable future.

Employment Law - With an increase in the number of lawsuits brought under state whistle blower
and human rights laws, this division will continue to see a rise in the number of claims brought
by state employees. Perhaps tempering this rise are court decisions including Seminole Tribe
(U.S. S. Ct.) which provides some restrictions on the claims state employees may bring against
the state in federal court and Williams v. Ramsey Medical Center (Minnesota Supreme Court)
which eliminates some types of whistle blower claims. But as is always the case, the meaning
and effect of these cases will be determined in subsequent case decisions. Employment claims
are increasing in number and complexity. Prevention and early resolution of claims will be a
priority during F.Y. 1998-99.

Collections Litigation. In addition to enforcing, litigating and obtaining monies owed to the state,
the collections litigation division will continue to:

- Identify, draft, and support appropriate legislation to increase collection return;
- Identify other sources of income or resources available to the state, and ascertain and

recommend better practices and procedures where the state can enhance receipt or recovery
of such funds;
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- Work with and train state agencies to develop more effective debt collection practices and
procedures.

2 Torts - The number of new claims and lawsuits received by this division has been relatively
constant for the past 10 years, at about 1,400 claims and 100 lawsuits per biennium. These
figures are expected to increase as a result of the technical colleges merging into the state higher
education system and becoming a state responsibility (they were formerly insured as part of local
secondary school systems). In addition, in August and September, 1996, the Minnesota Supreme
Court decided a number of cases in which statutory and common law immunities for governmen-
tal entities were broadly interpreted. Although these decisions may reduce the number of lawsuits
against state agencies long term, for the foreseeable future more litigation will be required in
order to ascertain how the trial courts will apply immunity to the various activities of state
government.

The Solicitor General Program will continue to provide high quality legal representation and defense
in a cost effective manner. However, continued increases in the number of lawsuits may require the
Attorney General to appoint outside counsel to defend such litigation. Although this will add
substantially to the cost of litigation for state agencies, it will be necessary in order to provide an
effective defense which is consistent with the ethical responsibilities imposed on attorneys by law.

BUDGET AND REVENUE SUMMARY:

The office of Solicitor General deals with issues that cut across all sections of AGO and affect
virtually every state agency. All of the state’s high profile lawsuits are handled by the Solicitor as are
most of the civil case appeals from district court. Therefore, as the caseloads increase in other
sections, the work of the Solicitor’s staff is assured of increasing.

To partially offset this increase, the Solicitor General and his staff have taken the lead in developing
an alternative dispute resolution program for our client agencies. Working with agency providers of
such services, we intend to spend considerable time training client staff members on how to avoid
disputes reaching the litigation stage but, if they do, how to use mediation and arbitration as ways to
resolve them.
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ACTIVITY: SOLICITOR GENERAL

1998-1999 BT ENNIAL BUDGET

(DOLLARS IN THOUSANDS)

FY 1998 FY 1999
Est. Base Agency  Governor Base Agency  Governor
ACTIVITY SUMMARY FY 1996 FY 1997 Level Request Recomm. Level Request Recomm.
EXPENDITURES:
DETAIL BY CATEGORY:

STATE OPERATIONS:

PERSONAL SERVICES 3,413 3,185 3,099 3,268 3,099 3,177 3,350 3,177

OPERATING EXPENSES 322 488 494 494 494 500 500 500

SUBTOTAL STATE OPERATIONS 3,735 3,673 3,593 3,762 3,593 3,677 3,850 3,677
TOTAL EXPENDITURES 3,735 3,673 3,593 3,762 3,593 3,677 3,850 3,677
AGENCY REQUEST ITEMS: FUND

TECHNICAL REALLOCATIONS GEN 37 37
AGENCY FULL FUNDING PLAN GEN 129 129
COMPENSATION INCREASES UNDERFUNDING GEN 3 7
TOTAL AGENCY REQUEST ITEMS 169 173
EXPENDITURES BY FUND:
DIRECT APPROPRIATIONS:

GENERAL 3,719 3,589 3,509 3,678 3,509 3,593 3,766 3,593
STATUTORY APPROPRIATIONS:

GENERAL 16 84 84 84 84 84 84 84
TOTAL EXPENDITURES 3,735 3,673 3,593 3,762 3,593 3,677 3,850 3,677
REVENUE COLLECTED:

DEDICATED:

GENERAL 16 84 84 84 84 84 84 84
NONDEDICATED:

GENERAL 84 7 7 7 7 7 7 7

CAMBRIDGE DEPOSIT FUND 2
TOTAL REVENUES COLLECTED 102 91 91 91 91 91 91 91
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ACTIVITY: SOLICITOR GENERAL

1998-1999 B I ENNIAL BUDGET
(DOLLARS IN THOUSANDS)

FY 1998 . FY 1999
Est. Base Agency  Governor Base Agency  Governor
ACTIVITY SUMMARY FY 1996 FY 1997 Level Request Recomm. Level Request Recomm.
FTE BY EMPLOYMENT TYPE:
REGULAR 59.2 55.5 60.1 60.1 60.1 60.1 60.1 60.1
TEMP/SEAS/PART_TIME ' .3 .3
TOTAL FTE 59.5 55.8 60.1 60.1 60.1 60.1 60.1 60.1
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PROGRAM DESCRIPTION:

The Health and Licensing Program represents boards and agencies responsible for health care and
licensing issues, as well as advice and litigation services for the Public Utilities Commission (PUC).
The section’s work focuses on advising agency and board clients, handling litigated matters primarily
in the administrative law arena, and providing the legal advice which helps to shape the state’s public
health and utility regulation programs.

@ Health - This division provides legal services to the Department of Health as the department both
confronts rapid changes in the health care economy and fulfills its public health leadership role.
Some examples of the services provided are as follows:

- Judicial and administrative litigation in such matters as long-term care enforcement, nurse
aide challenges to findings of abuse or neglect, enforcement of disease prevention and control
matters, protection of drinking water supplies, enforcement of mobile home park health and
safety requirements, and enforcement of asbestos abatement requirements;

- Rule making in various aspects of health regulation;

- Legal advice on matters affecting the Department of Health’s operations, including health
care reform and tobacco matters; and

- Guidance regarding governmental procedures such as data practices, open meetings,
administrative services, and ethical practices.

8 Licensing and Investigations - Members of the public entrust their health and welfare to a
variety of licensed professionals. Unfortunately, some of those professionals violate that trust by
providing substandard services, engaging in sexual contact with clients, billing clients
fraudulently, providing services while under the influence of drugs or alcohol, or endangering

clients because of the licensee’s untreated mental illness. These divisions assist 13 health and

4 non-health licensing boards to protect the public from services that place them at risk. The
Licensing Division is the legal arm of this effort and is staffed with attorneys, legal assistants, and
support personnel. The Investigations Division provides the boards with all needed investigative
services and includes investigators with experience in nursing, pharmacy, social work, dentistry,
psychology, and other disciplines. To protect the public, these divisions:

- Immediately investigate complaints about licensee sexual misconduct or chemical
dependency;

- Audit medical charts to determine quality of care;

- Advise licensing boards in their complaint resolution process;

- Prosecute disciplinary cases and represent boards in the appellate courts; and

- Pursue remedies in district court against those who practice without a license.

8 Public Utilities - Given increased deregulation and the newly enacted Federal Communications
Act, the workload of the Public Utilities Commission continues to grow, as does the agency’s
demand for legal services. This division’s workload is essentially externally driven by the
regulated industries’ filings. Other outside forces that affect this agency are technological
changes, economic trends, and changes in state and federal regulatory policies and laws.
Decreased regulation ironically has created more work for regulators and their attorneys because
there are more market entrants and new issues arise, including bankruptcies and antitrust issues.

PROGRAM STATUS:

InF.Y. 1996-97, the boards and agencies served by the Health and Licensing Program experienced
increases in their workloads, particularly in contested case matters. Some significant accomplish-
ments and noteworthy trends are described below.

& Health - Services to the Department of Health included extensive advice and representation
related to the Minnesota Health Care Commission, MinnesotaCare, and health care reform
efforts. Because of changes to the Vulnerable Adults Act statute, the division handled a large
influx of nurse aide cases on a timely basis. Other high profile matters included handling the
legal ramifications of large infectious disease matters, such as the Schwan’s situation and matters
involving HIV or hepatitis B-infected health care workers. Finally, the division provided
important advice on health care legislative matters including senior discount drug programs and
health care financing initiatives in light of new case law.

& Investigations - During the past 15 months, the division reduced a backlog of cases from 330 to
180. In addressing that backlog, the division dramatically improved the turnaround time for
investigators. Now case management reports give the division the ability to predict the
anticipated length of time it takes to complete investigations. These benchmarks will enable the
AGO and its clients to make more appropriate cost projections and will serve as a way to evaluate
turnaround time for cases that fall outside the parameters.

@ Licensing There were 776 new complaints received by the division in F.Y. 1996. The division
closed 958 cases, mostly through the use of stipulated disciplinary orders or corrective actions.
Currently, 1,383 separate disciplinary matters are being handled by the division. In addition, the
Licensing Division spent an increasing amount of its time on contested case matters which
resulted, in at least two situations, in multi-month trials involving numerous expert witnesses.
Given the increased number of complex contested cases referred to the division, we anticipate
that the division’s efforts in the next biennium will focus even more heavily on contested case
matters involving health professionals who present a potential danger to the public and refuse to
sign a disciplinary order.

8 Public Utilities - Implementation of the new Federal Telecommunications Act of 1996 has been
a major priority for the PUC Division. Lawyers in the division have had a major role in
interpreting the law and shaping procedures to implement it. The division also focused on the
proposed Northern State Power (NSP) merger as well as a number of PUC cases on review in
the appellate courts. Given the 1996 Federal Telecommunications Act and the restructuring in
the electric industry, the division anticipates it will face an increased number of court
proceedings.

PLANNED RESULTS:

The Health and Licensing Program is committed to providing capable professional services to the
agencies and boards in this section who depend upon the AGO for legal services. During F.Y. 1998-
99, we will seek ways to maintain the high quality of our services, and further the public protection
goals of our health-related clients, while using public moneys effectively.

#@ Health - For F.Y. 1998-99, the Health Division will:
- Provide legal counsel to the Department of Health in its lead role of implementing the state’s
health reform effort while responding to a quickly changing health care market place and

potential federal reforms which would lead to a further increase in the state’s health care
role; :
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- Enforce sanctions against nursing homes, hospitals and other health care facilities, and
facility staff for conduct which jeopardizes the health and safety of residents and patients;

- - Provide input on how to maintain the integrity of the health facility regulatory program in
light of impending reductions in federal funding;

- Advise on issues involving contagious and communicable diseases such as AIDS,
tuberculosis, Hepatitis B, including taking appropriate actions against disease carriers who,
after being advised and counseled, nevertheless place others at risk;

- Evaluate which contested case matters could be streamlined, thus eliminating some of the
need for duplicate advising attorney work;

-+ Assist with planning a legally defensible public health response to new emerging diseases for
which there are no known effacious treatments or ways to limit transmission;

- Work with the client to identify statewide health care legal issues which are more effectively
addressed by a single counsel rather than separate legal counsel for a variety of state
agencies;

- Assist in implementing the administrative penalty order program to further streamline and
facilitate the effective enforcement of environmental regulatory programs governing food and
lodging establishments, asbestos and lead abatement, radiation control, and public water
supply protection; and

- Assist public health education efforts, such as the department’s effective anti-smoking
campaigns.

B Licensing and Investigations - In F.Y. 1998-99, the Licensing and Investigations Division
expects to emphasize the following matters:

- Promote a legislative package which will expedite the contested case process by imposing
time requirements, requiring Alternative Dispute Resolution (ADR) prior to trial, and making
more of the process public.

- Redefine the obligation of licensees and others to comply with board-issued subpoenas so that
the ever increasing number of subpoena challenges can be reduced and handled in a more
expedited fashion.

- Develop a case management system which will enable the investigations division to forecast
and plan for potential backlogs.

During the past 15 months, the division reduced a backlog of cases from 330 to 180. In
addressing that backlog, the division dramatically increased the turnaround time for
investigators. Now case management reports give the division the ability to predict the
anticipated length of time it takes to complete investigations. These benchmarks will
enable the AGO and its clients to make more appropriate cost projections and will serve
as a way to evaluate turnaround time for cases that fall outside the parameters.

- Develop benchmarks for resolution of complaints and contested cases, similar to the
benchmarks already developed for investigations.

- Double the number of cases where we attempt to use alternative dispute resolution techniques
to resolve a matter prior to filing a contested case.

- Work with staff of the boards so they can take on some of the responsibilities involving order
drafting and records collection, freeing our investigators and legal staff to focus on high-level

investigations, contested cases, and other complex disciplinary legal issues. .
Reduce attorney time involved in contract review and Rule making matters by shifting some
of these responsibilities to legal assistants and/or board staff.

BUDGET AND REVENUE SUMMARY:

The increasing aggressiveness of state agencies and boards on public health issues has generated
significant work for the section. In addition, the section represents the Public Utilities Division which
must deal with the increasingly complex world of telecommunications law.

To help manage the growth of legal services, the section has entered into 2 partner agreements: with
the Department of Health and the Board of Medical Practice (BMP). Our experiences with BMP and
the other 13 health related licensing boards has demonstrated the need for a separate contingent
account which is large enough to finance unanticipated disciplinary contested cases. We are working
with the Departments of Finance and Administration to structure a mechanism that can spread the risk
of such judgments among similarly situated agencies, a method of cash flowing payments over several
years and other issues encountered in certain very expensive cases.

If the federal government or the Minnesota Legislature enact major health care reform legislation, the
activities of the section will rise dramatically. Whether that happens in F.Y. 1998-99 or later, these
issues are comparable in size and legal scope to welfare reform, and will therefore require significant
amounts of legal services.
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AGENCY:  ATTORNEY GENERAL
PROGRAM: HEALTH & LICENSING
ACTIVITY: HEALTH & LICENSING

FY 1998 FY 1999
Est. Base Agency  Governor Base Agency Governor
ACTIVITY SUMMARY FY 1996 FY 1997 Level Request Recomm. Level Request Recomm.
EXPENDITURES:
DETAIL BY CATEGORY:

STATE OPERATIONS:

PERSONAL SERVICES 2,698 3,860 3,896 3,913 3,896 3,947 3,998 3,947

OPERATING EXPENSES 246 553 568 568 568 583 583 583

TRANSFERS <1,332> <1,332> <1,332> <1,332> <1,332> <1,332>

SUBTOTAL STATE OPERATIONS 2,944 4,413 3,132 3,149 3,132 3,198 3,249 3,198
TOTAL EXPENDITURES 2,944 4,413 3,132 3,149 v 3,132 3,198 3,249 3,198
AGENCY REQUEST ITEMS: FUND

TECHNICAL REALLOCATIONS GEN <16> <16>
COMPENSATION INCREASES UNDERFUNDING GEN 5 10
COMPENSATION INCREASES UNDERFUNDING SGS 28 57
TOTAL AGENCY REQUEST ITEMS 17 51
EXPENDITURES BY FUND:
DIRECT APPROPRIATIONS: .

GENERAL 126 943 772 761 772 792 786 792

STATE GOVERNMENT SPECIAL REVENUE 2,818 2,910 1,800 1,828 1,800 1,846 1,903 1,846
STATUTORY APPROPRIATIONS:

GENERAL 560 560 560 560 560 560 560
TOTAL EXPENDITURES 2,944 4,413 3,132 3,149 3,132 3,198 3,249 3,198
REVENUE COLLECTED:

DEDICATED:

GENERAL 560 560 560 560 560 560 560

TOTAL REVENUES COLLECTED 560 560 560 560 560 560 560
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(DOLLARS IN THOUSANDS)

AGENCY:  ATTORNEY GENERAL
PROGRAM: HEALTH & LICENSING
ACTIVITY: HEALTH & LICENSING
FY 1998 FY 1999
Est. Base Agency Governor Base Agency  Governor
ACTIVITY SUMMARY FY 1996 FY 1997 Level Request Recomm. Level Request Recomm.
FTE BY EMPLOYMENT TYPE:
REGULAR 55.1 72.7 761 74.1 74.1 74.1 74.1 74.1
TEMP/SEAS/PART_TIME 6 .6
" TOTAL FTE - 55.7 73.3 746.1 741 74.1 4.1 741 74.1
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Agency: Secretary of State

Summary of Agency Actions:

BASE-YEAR (F.Y. 1997)
Appropriations (F.Y. 1997)

BASE ADJUSTMENT

Biennial Appropriation

Biennial Appropriation
1998-1999 Salary Inflation

DOC. Space Rent/Lease Increase

BASE LEVEL (for 1998 and 1999)
AGENCY DECISION ITEMS

Smart System

US Postal Service Change of Address
World Wide Web Information

Voter Information Telephone Line
US Supreme Court Costs & Fees
Upgrade Map Plotting Equipment

AGENCY PLAN (for 1998 and 1999)
GOVERNOR’S INITIATIVES

Sustainable Growth Initiative

GOVERNOR’S RECOMMENDATIONS

E.Y. 1998

Fund: General

$5,573

18
(99)
73

$5,577

$5,892

)
n
=N
(=

1998-99 Biennial Budget
Agency Budget Brief
($ in thousands)

Brief Explanation of Agency Plan:
The plan calls for a base reduction of $93,000 for printing of the “Minnesota Legislative Manual”,
and a reduction of $1,000 each year for per diem for Presidential Electors. The base includes an
increase of $18,000 for the Election Judge Training Video. The Legislative Manual is printed
every other year and the Election Judge Training Video is produced every other year.

The plan includes a base increase for salary inflation, F.Y. 1998, $73,000 and F.Y. 1999, $150,000
and rent increases, F.Y. 1998, $7,000 and F.Y. 1999, $9,000.

The agency decision items include: expand information on the World Wide Web; design a “Smart
System” for our telephone information system; pay court costs and attorney fees assessed as a
contingent on a negative decision in an appeal before the U.S. Supreme Court; implement a voter
information telephone line; implement an interface between the voter registration system and the
U.S. Postal Service; and upgrade our district map equipment and cover the increases to the
equipment licensing and maintenance fees.

Revenue Summary:
None.

Affected Statutes:
8 M.S. 204B.27, subdivision 8.

GOVERNOR’S RECOMMENDATION:

Historically, the courts, the legislature, and other constitutional officers have departed from executive
branch budget guidelines and have not fully participated in the executive branch budget process. The
Governor respects this separation of powers and the desire of other elected state officials to
independently present their budget requests directly to the legislature. However, the Governor is
required by law to submit a balanced budget to the legislature, and therefore it is necessary to identify
funding for those offices as part of preparing a total, balanced budget.

The Governor is firmly committed to fiscal stability, meaning that spending cannot grow at a greater
rate than resources. Therefore, the Governor recommends that the budgets of the courts, the Public
Defender, constitutional officers and the legislature grow no more than the rate of growth in General
Fund revenues. General Fund revenues for 1998-99 are projected to grow by 7.7% over the current
biennium, and the Governor recommends funding increases equal to that growth.

For the Office of the Secretary of State, this amounts to a biennial increase of $853,000. This increase
less $223,000 for salary inflation amounts to $315,000 annually and has been placed in the
Administration Activity for illustrative purposes only.

The Governor makes no recommendation regarding the specific initiatives put forward by the Office
of the Secretary of State.
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AGENCY:  Secretary of State

AGENCY DESCRIPTION:

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

The office is responsible for maintaining a statewide computer network connecting all 87 county
courthouses linking the records of all registered voters, all uniform commercial code and farm lien
transactions and all state and county election results. Minnesota was the first state in the nation with
a centralized and on-line statewide computer network which provides Minnesota counties with equal
access to business, financial and farm lien transaction processing. The office also assists state and
county officials in conducting elections and provides timely reporting of election results at the state
level as each precinct is reported to their county auditor.

The Office of the Secretary of State is the official repository for all public documents of the state.
1t accepts for filing information on all businesses operating in Minnesota and disseminates information
to a wide client group including legislators, the general public, business and legal communities,
election administrators, national and local press and other governmental entities.

The office values its empowered, productive employees as the most important resource in providing
accurate, professional and efficient services in an appropriate and unbiased manner.

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

I. SECRETARY OF STATE:

A. Administration:

Office of the Secretary

®  Administrative Services
® Fiscal Operations

E Human Resources

B. Operations:

Uniform Commercial Code

Business Services

Information Services

& Computer Services

& Public Information (Direct Access)
B Records Processing

C. Elections:

® Qpen Appointments
B Public Information
& Official Documents

AGENCY ISSUES:

The record number of corporate downsizings, mergers and job layoffs; increasing concern with
reducing the federal deficit and a general dissatisfaction with the responsiveness of government to the
everyday concerns and priorities of its citizenry has led to an increasing demand for reductions in
taxes. Policymakers have reduced government spending at a time when the demand for services is
at an all time high, requiring governmental service providers to continue to find ways to reduce the
total public cost of providing services without reducing access and product quality.

Increase in public information inquiries: The volume of telephone calls to our public information
lines is steadily and significantly increasing. Calls answered average between 1000 and 1200 per day
and are expected to increase by 30% in F.Y. 1997 and by 20% each succeeding year. Callers need
and expect immediate and correct information; thus, our telephone specialists require direct and
immediate access to data.

Increase in business filings: The trend in the volume of business filings continues inexorably
upward, with over 100,000 filings accepted in this area during the last biennium. A growing
workload for the division is indicated for the biennium. Growth in the workload is not tied to overall
economic fortunes, as entrepreneurial business start-ups increase during periods of downsizing by
private sector employees.

Increasing complexity of election administration: The administration of elections in Minnesota is
becoming more complex, as additional election laws are passed and computer technology is applied
to such areas as voter registration and the counting of ballots. The result to the Office of the
Secretary of State is an increasing need for technical assistance, more election administration
challenges, and the need to develop more sophisticated training materials for local election officials.

Declining interest in the political process: Public interest in the political process has been declining.
This is particularly manifested in a decrease in the number of citizens voting in elections. This
national trend is reflected in low voter turnout in Minnesota, as well as throughout the United States.
Failure to reverse this trend has long-term consequences for the future of our democratic form of
government. As elected officials seek to reverse this trend, we must began to consider the potential
for fundamental changes in election laws that will be required as we re-think access issues and the
way in which we conduct elections today. These changes will impact directly on the way the Office
of the Secretary of State carries out its responsibilities and conducts its work.

AGENCY STRATEGIES:

The Office of the Secretary of State is committed to making resources and quality services accessible
to our many customers in a cost effective, efficient, and courteous manner. We provide information
on accessing our services and respond to information requests from: accountants, attorneys,
legislators, political candidates, financial institutions, law firms, grain elevator operators, small
business owners, corporate CEO's, the general public, and other state and federal governmental units.

The office has completed and biennially updates a strategic planning process which involves all staff,
customer surveys and a number of customer focus groups. The office has successfully refined and
will continue to clarify its mission and purpose, employee roles and responsibilities for implementing
the mission and the development of implementation strategies to achieve both the organizational vision
and the legislatively mandated responsibilities of the office.

The primary goals of the office for the 98-99 biennium are:

To maintain improved customer service in order to respond to our customers’ needs in a timely,
accurate and cost effective manner. This has and will continue to be accomplished by asking our
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AGENCY: Secretary of State
(Continuation)

varied customer groups through surveys, focus groups, and other direct interaction how we can
improve services provided by this office. They will also be asked how we can provide more
meaningful and better quality services and products. In the most recent customer focus groups and
surveys (3/96), our customers responded that they wanted the ability to do business through electronic
interchange; the ability to pay for services through automated clearing house (ACH) and credit card
accounts; and the ability to access forms and other information through the Internet and a 24-hour fax
forms library.

To increase the productivity of secretary of state employees so that the taxpayers of Minnesota do
not experience a reduction in service as a result of budget reduction or staff downsizing. This will
be accomplished by continuing to involve line staff, the persons closest to the work, in work flow
analysis of tasks they are responsible for performing. This will enable them to determine how those
tasks can best be restructured, refined and automated so that they can be performed more efficiently,
and unnecessary steps can be eliminated.

To reduce the cost of providing mandated services to the citizens of the state of Mminnesota in
order to meet the statutory mandates within the budgetary limits of the office’s appropriation. This
will be accomplished by continuing to evaluate, and where appropriate, elimination of some non-
mandated services, partnering with other state agencies to deliver services, and examining the use of
new technology.

The increased demand and popularity of new technology was evidenced in the 1996 election year with
the insertion of a Secretary of State page on the World Wide Web, which experienced approximately
37,000 hits for the period July 1 through 11-6-96. Minnesota voters had the opportunity to access
candidate lists, and primary and general election results. In addition to elections data, the Web site
currently includes a listing of Open Appointment positions available and information about the
Business Services and Uniform Commercial Code divisions’ filings, fees and statistics.

The work processes of each section continue to be examined on an ongoing basis through section work
flow analysis. Redundant tasks have been eliminated, simplified and restructured; and work loads
have been redistributed without compromising the quality of service delivered to the customers of the
office and within the office budget allocation.

The office budget priorities are tied to the priorities identified in our 5-year strategic plan:
® improving the quality, sophistication, and level of service provided to our customers;

# increasing the productivity of our employees by integrating technology into every aspect of the
work process; and

® reducing the cost of providing mandated services to our customers by partnering with other
agencies and units of government like Hennepin County, the Minnesota Department of Revenue,
the Internal Revenue Service and the Minnesota Department of Agriculture to deliver services.
The office has also taken advantage of new technology like teleconferencing, desk top publishing
and in-house production of publications, and the computerization of work processes to lower the
cost of training county auditors and other election officials.

REVENUE SUMMARY:
In the budget, Departmental Earnings fees contribute over $17 million per biennium.
The Departmental Earnings fees include the following:

® Business Services Fees: Including statutorily set fees to file documents for domestic, foreign and
nonprofit corporations; cooperatives; limited partnerships; trademarks; assumed names; limited
liability companies, limited liability partnerships and related documents.

2 Public Information Fees - Voter Registration: Fees from the sale of lists of registered voters.
8 FElection - Nominating Fees: Filing fees for individuals who run for public office.

B Records Processing Fees: Annual/biennial report/registration fees and reinstatements, legal
newspaper registrations and renewals of assumed names.

& Surcharge Fees: Surcharge fee on UCC filings and farm liens.

& Uniform Commercial Code Fees: Filing fees for UCC documents, farm liens, state and federal
tax liens, certified copies, good standing and notary certificates.

Revenues generated by the Office of the Secretary of State for the previous biennium (F.Y. 1996-97)
will exceed the dollars appropriated to our agency by an estimated $2,988,000.

The agency does not propose any fee changes for the next biennium.

SUMMARY OF BUDGET REQUEST:

An appropriation of $97,000 is requested in F.Y. 1998 and $12,000 in F.Y. 1999 to expand the office
information and technological opportunities available through the World Wide Web.

An increase of $140,000 is requested in F.Y. 1998 to design and implement a “Smart System.” This
is an automated computer system which would allow our telephone specialists to access information
by entering “key words” which direct the computer to immediately pull up the information a customer
requests. Implementation of this system will enable the office to serve more customers without having
to add staff by increasing the speed with which information can be accessed and relayed by our
telephone specialists. In addition, the increased speed to reply will increase customer satisfaction with
this service.

An appropriation in the amount of $250,000 is requested for the F.Y. 1998-99 biennium to pay
contingent court costs and attorney fees that are assessed against the state as a contingent on a negative
decision of the U.S. Supreme Court in McKenna et al v. Twin Cities Area New Party. This is an
appeal of the decision of the 8th U.S. Court of Appeals from January, 1996 in which the state law that
prohibited candidates from seeking the nomination of more than one political party was declared
unconstitutional. '

An increase of $142,000 is requested for the F.Y. 1998-99 biennium to implement the voter
information telephone line authorized by M. S. 204B.27, subd. 8. This would enable voters to obtain
information on the names of candidates appearing on the ballot, voter registration, absentee voting
and polling place locations. This service would be available to the voters on a toll-free basis during
the period immediately before the state primary through the subsequent state general election.

PAGE F-115



1998-99 Biennial Budget

AGENCY: = Secretary of State
(Continuation)

An increase of $25,000 is requested for the F.Y. 1998-99 biennium to implement an interface
between the statewide voter registration system and the US Postal Service National Change of Address
system. This interface would result in more accurate voter records by incorporating address changes
into voter records as they are reported to the Postal Service. This activity will protect the integrity of
the voter registration system and make lists of voters used for campaign purposes more accurate,
reducing the costs of conducting election campaigns.

An increase of $17,000 is requested for the F.Y. 1998-99 biennium to upgrade the map plotting
equipment and to cover increases in annual equipment licensing and maintenance costs resulting from
the increased demand for election district maps and the increasing number of municipal and precinct
boundary changes.

GOVERNOR’S RECOMMENDATION:

Historically, the courts, the legislature, and other constitutional officers have departed from executive
branch budget guidelines and have not fully participated in the executive branch budget process. The
Governor respects this separation of powers and the desire of other elected state officials to
independently present their budget requests directly to the legislature. However, the Governor is
required by law to submit a balanced budget to the legislature, and therefore it is necessary to identify
funding for those offices as part of preparing a total, balanced budget.

The Govemnor is firmly committed to fiscal stability, meaning that spending cannot grow at a greater
rate than resources. Therefore, the Governor recommends that the budgets of the courts, the Public
Defender, constitutional officers and the legislature grow no more than the rate of growth in General
Fund revenues. General Fund revenues for 1998-99 are projected to grow by 7.7% over the current
biennium, and the Governor recommends funding increases equal to that growth.

For the Office of the Secretary of State, this amounts to a biennial increase of $853,000." This
increase less $223,000 for salary inflation amounts to $315,000 annually and has been placed in the
Administration Activity for illustrative purposes only.

The Governor makes no recommendation regarding the specific initiatives put forward by the Office
of the Secretary of State.
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(DOLLARS IN THOUSANDS)

AGENCY:  SECRETARY OF STATE
PROGRAM: SECRETARY OF STATE

FY 1998 FY 1999
Est. Base Agency  Governor Base Agency  Governor
ACTIVITY RESOURCE ALLOCATION: FY 1996 FY 1997 Level Request Recomm. Level Request Recomm.
ADMINISTRATION 752 892 840 1,327 1,155 861 873 1,176
OPERATIONS 5,692 5,026 4,737 4,737 4,737 4,793 4,793 4,793
ELECTIONS 418 584 474 513 474 556 701 556
TOTAL EXPENDITURES BY ACTIVITY 6,862 6,502 6,051 6,577 6,366 6,210 6,367 6,525
AGENCY REQUEST ITEMS: FUND
SMART SYSTEM FOR THE PHONES GEN 140
US POSTAL SERVICE INTERFACE GEN 10 15
WORLDWIDE WEB GEN 97 12
VOTER INFORMATION PHONE LINE GEN 17 125
COURT COSTS US SUPREME COURT GEN 250
UPGRADE MAP PLOTTING EQUIP. & ANNUAL FEE GEN 12 5
TOTAL AGENCY REQUEST ITEMS 526 157
GOV’S INITIATIVES: FUND
(B) SUSTAINTABLE GROWTH INITIATIVE GEN 315 315
TOTAL GOV’S INITIATIVES 315 315
EXPENDITURES BY FUND:
DIRECT APPROPRIATIONS:
GENERAL . 6,414 5,777 5,577 6,103 5,892 5,731 5,888 6,046
STATUTORY APPROPRIATIONS:
GENERAL 2 5 5 5 5 5 5 5
SPECIAL REVENUE . 441 716 465 465 465 470 470 470
AGENCY 5 4 . 4 4 4 4 4 4
TOTAL EXPENDITURES 6,862 6,502 6,051 6,577 6,366 6,210 6,367 6,525
FTE BY EMPLOYMENT TYPE:
REGULAR 62.6 73.1 73.1 73.1 73.1 73.1 73.1 73.1
TEMP/SEAS/PART_TIME 1.1 .4 4 4 .4 4 .4 .4
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AGENCY:  SECRETARY OF STATE
PROGRAM: SECRETARY OF STATE

1998-1999 BIENNIAL BUDGET
(DOLLARS IN THOUSANDS)

FY 1998 FY 1999
Est. Base Agency Governor Base Agency  Governor
ACTIVITY RESOURCE ALLOCATION: FY 1996 FY 1997 Level Request Recomm. Level Request Recomm.
OVERTIME .6
TOTAL FTE 64.3 73.5 73.5 73.5 73.5 73.5 73.5 73.5
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Agency Level Revenue Summary

Agency:  Secretary of State

REVENUE SOURCES:

The office generates both dedicated and non-dedicated revenue from fees charged to customers for
statutorily required services provided by the office.

Non-dedicated revenue is generated through fees charged by the office for services rendered to the
general public, specifically attorneys, accountants, financial institutions, buyers of farm products,
small business owners, corporate officers, agents and service companies, other state and federal
government units and political candidates. Funds collected are deposited in the Cambridge Deposit
Fund and are projected to be $17 million for F.Y. 1996-97. These revenues are generated by the
filing of documents that establish corporations and other business entities in Minnesota, by requests
for the copying and authentication of documents filed in the office, through filing fees for the filing
of financing statements and other documents under the Uniform Commercial Code, and fees charged
for filing for political office and voter registration lists.

Direct Access, a 24-hour view only of Business Services and UCC databases, generates revenue
through services provided pursuant to subscription agreements with citizens, private businesses, the
Internal Revenue Service, as well as state agencies through inter-agency agreements. Revenue
generated from these subscription agreements is deposited in the Special Revenue Funds and is
estimated to be $874,000 for F.Y. 1996-97.

FEE STRUCTURE:

Minnesota Statutes require the Secretary of State to collect fees before providing particular filing and
recording services to customers. These fees are all set by statute.

RECENT CHANGES:

The net revenue streams generated for the state as a result of activities by the Secretary of State have
been steadily increasing in recent years, especially with respect to filings establishing or updating
business records as shown by the actual and projected statistics in this budget narrative. Each increase
in the volume of business filings increases the revenue raised by the office.

FORECAST BASIS:

The office anticipates that the majority of non-dedicated revenues streams will continue to increase
as a result of continuing increases in business filings, authentication and copy requests and UCC
filings with a total net increase in non-dedicated revenue during the biennium.
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AGENCY:  SECRETARY OF STATE

1998-1999 BIENNIAL BUDGET
(DOLLARS IN THOUSANDS)

FY 1998 FY 1999
Est. Agency  Governor Agency Governor

SUMMARY OF AGENCY REVENUES FY 1996 FY 1997 Forecast Request Recomm. Forecast Request Recomm.
NON-DEDICATED REVENUE:
DEPARTMENTAL EARNINGS:

CAMBRIDGE DEPOSIT FUND 8,521 8,460 8,822 8,822 8,822 9,347 9,347 9,347
TAXES:

GENERAL 1

TOTAL NON-DEDICATED RECEIPTS 8,522 8,460 8,822 8,822 8,822 9,347 9,347 9,347
DEDICATED RECEIPTS:

DEPARTMENTAL EARNINGS:

GENERAL 3 5 5 5 5 5 5 5
SPECIAL REVENUE 415 459 465 465 465 470 470 470
AGENCY 4 4 4 4 4 4 4
TOTAL DEDICATED RECEIPTS 418 468 474 474 474 479 479 479
AGENCY TOTAL REVENUES 8,940 8,928 9,296 9,296 9,296 9,826 9,826 9,826
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BUDGET ACTIVITY:  Administration
PROGRAM:  Secretary of State
AGENCY:  Secretary of State

ACTIVITY DESCRIPTION:

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

The Office of the Secretary of State is responsible for overall office policy and management systems
development in order to insure that department resources are effectively and efficiently utilized. This
office also coordinates legal activity with the Office of the Attorney General and provides support to
the secretary in the areas of the State Canvassing Board, Executive Council and State Board of
Investment.

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

& Fiscal Services is responsible for receipting and tracking all incoming revenue, handling all
incoming mail, and providing the accounting, financial reporting, purchasing, payroll processing,
accounts payable, and general accounting functions for the office. The section is responsible for
approximately 300,000 money transactions totaling over $16,000,000 each biennium. This unit
ensures compliance with standard accounting principles, state and federal laws, rules, policies and
guidelines for appropriate use of fiscal resources.

® Human Resources administers the office's human resources and labor relations program including
recruitment, selection, classification, and compensation; benefits administration, affirmative action,
training, health and safety. This office works to support management's maximum utilization of
the human resources required to fulfill the mission and achieve the goals of the office.

BUDGET ISSUES:

The administration division has consistently delivered improved services. The division has
computerized many fiscal processes including: customer refunds, receipting, receipt posting, deposit
worksheets, account book ledgers, budget reports and annual spending plans. This has significantly
restructured the way the work is done in the fiscal services and human resources sections.

® Improved access, timeliness, quality and accuracy of personnel transactions between the
Department of Employee Relations and the Office of the Secretary of State after securing computer
access to the personnel/payroll system.

® Computerized the many fiscal processes which were handled manually in prior years. This
enables the office to better serve customers, save staff time, increase productivity and improve the
work environment for the employees.

@ Changed the office’s programmatic budget structure to more closely align the appropriations and
expenditures with the revised organizational structure. This has resulted in fewer accounts and
reduced the number of transactions required by fiscal services.

® Consistently maintained the percentage of bills paid within 30 days at an average of 99% which
exceeds the department of finance goal for the State of Minnesota thus reducing interest penalties
for late payments and maintaining a positive relationship with vendors.

8 Provided programs in the areas of: customer service phone skills training; election judge training;
personal computer hardware and software training; LAN (Local Area Network) and WAN (Wide
Area Network) information training; voter registration system user training; and election night

reporting system training.
The following initiatives are requested:

B $97,000 in F.Y. 1998 and $12,000 in F.Y. 1999 to expand the office information and technological
opportunities available through the World Wide Web.

B $140,000 in F.Y. 1998 to design and implement a “Smart System.” This is an automated
computer system which would allow our telephone specialists to access information by entering
“key words” which direct the computer to immediately pull up the information a customer
requests. Implementation of this system will enable the office to serve more customers without
having to add staff by increasing the speed with which information can be accessed and relayed
by our telephone specialists. In addition, the increased speed to reply will increase customer
satisfaction with this service.

= $250,000 for the F.Y. 1998-99 biennjum to pay contingent court costs and attorney fees that are
assessed against the state as a contingent on a negative decision of the U.S. Supreme Court in
McKenna et al v. Twin Cities Area New Party. This is an appeal of the decision of the 8th U.S.
Court of Appeals from January, 1996 in which the state law that prohibited candidates from
seeking the nomination of more than one political party was declared unconstitutional.
REVENUE:

None.
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1998-1999 BT ENNIAL BUDGET
(DOLLARS IN THOUSANDS)

AGENCY:  SECRETARY OF STATE
PROGRAM: SECRETARY OF STATE
ACTIVITY: ADMINISTRATION

FY 1998 FY 1999
Est. Base Agency  Governor Base Agency  Governor
ACTIVITY SUMMARY FY 1996 FY 1997 Level Request Recomm. Level Request Recomm.
EXPENDITURES:
DETAIL BY CATEGORY:

STATE OPERATIONS:

PERSONAL SERVICES ’ 658 752 779 779 779 800 800 800

OPERATING EXPENSES 94 140 61 548 376 61 73 376

SUBTOTAL STATE OPERATIONS 752 892 840 1,327 1,155 861 873 1,176
TOTAL EXPENDITURES 752 892 840 1,327 1,155 861 873 1,176
AGENCY REQUEST ITEMS: FUND

SMART SYSTEM FOR THE PHOMNES GEN 140

WORLDWIDE WEB GEN 97 12

COURT COSTS US SUPREME COURT GEN 250
TOTAL AGENCY REQUEST ITEMS 487 12
GOV’S INITIATIVES: FUND
(B) SUSTAINTABLE GROWTH INITIATIVE GEN 315 315
TOTAL GOV’S INITIATIVES 315 315
EXPENDITURES BY FUND:
DIRECT APPROPRIATIONS: )

GENERAL 752 892 840 1,327 1,155 861 873 1,176
TOTAL EXPENDITURES 752 892 840 1,327 1,155 861 873 1,176
FTE BY EMPLOYMENT TYPE:

REGULAR 14.2 15.8 15.8 15.8 15.8 15.8 15.8 15.8

TEMP/SEAS/PART _TIME 1

OVERTIME .3
TOTAL FTE 14.6 15.8 15.8 15.8 15.8 15.8 15.8 15.8
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1998-99 Biennial Budget

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

ACTIVITY DESCRIPTION:

The operations activities include:

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

The division also provides the following services:

@ certified copies and certificates of good standing for corporations, assumed names, limited
partnerships, cooperatives, limited liability companies, limited liability parmerships, and
trademarks;

& notary certificates and apostille certificates on Minnesota notaries public and public officials;

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

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

BUDGET ISSUES:

The ongoing responsibility of providing photocopies and certified copies of Uniform Commercial
Code and Business Services documents is a continuing challenge for this office. Nearly 300,000
copies of UCC and Business Services documents are generated each year from customer requests.
The demand for information from our customers is increasing and the customer's need to have the
information immediately available is becoming more difficult to achieve.

In the UCC division, there are 184 rolls of microfilm, increasing at the rate of 19.5 rolls of film each
year. In the Business Services Division, there are 1,138 rolls of microfilm, increasing at a rate of 56
new rolls of film each year. In addition, approximately 280,000 microfiche are stored, increasing at
the rate of over 30,000 new fiche each year.

PRODUCTIVITY MEASURES:

Act F.Y. 1996 EstF.Y. 1997 EstF.Y.1998 EstE.Y. 1999
UCC Records
# of Doc. Processed 86,392 88,000 90,000 92,000
# of Days Processing Time 1 1 1 1

ActF.Y. 1996 EstF.Y. 1997 EstF.Y. 1998 EstF.Y. 1999
UCC Searches
# of Req. Processed 12,630 13,000 13,600 14,000
# of Copies Generated 62,922 64,000 66,000 68,000
# of Days Processing Time 3 1 i I
Tax Liens
# of Doc. Processed 3,573 3,625 3,700 3,775
# of Days Processing Time 1 1 1 1
Certification/Certified
# of Req. Processed 40,746 45,000 52,000 60,000
# of Copies Generated 164,000 165,000 166,500 168,000
# of Days Processing Time 1 1 1 1
Central Naetification Sys-
# of Doc. Processed 1,298 1,250 1,200 1,190
# of Total Reg. Buyers 435 450 475 500
# of Days Processing Time 1 1 I 1

2. Business Services Division reviews, approves and files articles of incorporation, other organizing
documents and amendments for all business, nonprofit, foreign, banking, insurance and
professional corporations, cooperatives, limited partnerships, limited liability partnerships, and
limited liability companies formed or doing business in the state. It also records trademarks and
assumed business names. The division is the agent of substituted service of process on
corporations and other business entities and holds a copy of the original land survey records of the
state.

BUDGET ISSUES:

The trend in the volume of business filings continues inexorably upward, with over 100,000 filings
accepted in this area during the last biennium. The accompanying table shows recent statistics for the
major record series. A growing workload for the division is indicated for the biennium. Growth in
the workload is not tied to overall economic fortunes, as entrepreneurial business start-ups increase
during periods of downsizing by private sector employers.

F.Y. 1997 continues the growth trend in the number of transactions accepted by the division. All -
time records for new business incorporations were set during each of the past 2 years. The actual
number of documents accepted by the office was almost 10% greater than the projections for the
1996-97 biennium made during the last budget process. The legislature added a new record series,
the limited liability partmership, to the filing duties of the division in the last biennium, adding to the
growth of the established record series. Other new business types are also in development by the
private sector and may be assigned to the division. The accompanying table shows only the number
of filings actually accepted and does not reflect those documents presented more than once because
of a need to obtain additional information from the customer before the documents could be
processed. This occurs in approximately one-sixth of all filings.

The division is investigating ways to provide better customer service through the acceptance of

documents via electronic transmission, fax and other automated means that would provide faster
delivery to and confirmation from the division of filed documents.
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BUDGET ACTIVITY:  Operations
PROGRAM:  Secretary of State
AGENCY:  Secretary of State
(Continuation)

Each fiscal year the division serves over 50,000 customers, including 15.000 telephone inquiries and
approximately 10,000 customers at the public counter.

PRODUCTIVITY MEASURES:
ActF.Y. 1996 EstF.Y. 1997 EstF.Y 1998 EstF.Y. 1999

New Business Inc. 12,392 12,750 13,000 13,250
Corp. Amendments 14,251 14,000 14,000 14,250
Nonprofit Inc. 1,695 1,725 1,750 1,775
Foreign Corporations 1,856 1,900 . 1,950 2,000
Foreign Corp. Amendments 1,992 1,850 1,900 1,950
New Limited Partnerships 7 750 800 800
Assumed Name Cert. 15,474 15,750 16,000 16,500
Trademarks 1,185 1,350 1,300 1,300
Service of Process 1,302 1,250 1,250 1,250
Ltd Liability Companies 1,478 1,500 1,600 1,700
Ltd Liability Partnerships 1,009 1,050 1,100 1,200
Miscellaneous 1.597 _8,000 8.200 8,400
TOTAL 60,948 61,875 62,850 63,875
Average Filings Accepted 17,937 18,491 18,816 19,075
per Staff
# of Days Processing Time 1 1 1 1

3. Information Services division is responsible for the computerized information management needs
of the customer base of the Office of the Secretary of State. Customers include incumbents and
candidates for political office, the legal and financial communities, Minnesota's county auditors and
county recorders and the general public. In addition to capturing and disseminating information, this
division provides direct access to major databases.

The Information Services Division includes:

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

- Voter Registration System

- Election Reporting System

- Business Services System

- Uniform Commercial Code (UCC) System

- Central Notification System for Farm Product Liens

Customers include the staff of the Office of Secretary of State; state senators, state representatives,
and other elected officials in the state of Minnesota; county auditors, county recorders and election
officials from all 87 counties; agents of other governmental agencies, such as Department of Revenue,
Bureau of Criminal Apprehension, Department of Agriculture, Department of Transportation, Iron
Range Resources and Rehabilitation Board, Pollution Control Agency and Internal Revenue Service;
and, through our direct computer access project, over 425 government agencies, private businesses
and citizens in mid F.Y. 1997.

PRODUCTIVITY MEASURES:

# Development and installation of new computer equipment in all 87 county auditor and recorder
offices.

Implemented an electronic transfer of tax liens from the IRS to all 87 Minnesota counties.
Mainframe upgrades to new software levels.

Upgrade of office LANs and PCs to meet the demands of the office.

Implemented absentee ballot module into the voter registration application.

Maintained and enhanced existing applications software.

Implemented an electronic file transfer system which enables the Department of Public Safety to
electronically transmit voter registrations (Motor Voter).

B Partner in the Telecommunications Demonstration Project in Sibley and Clay Counties.

4. Public Information section disseminates information on businesses registered in the state of
Minnesota, UCC filings, election information and registered voters. The section’s information
specialists use a state-of-the-art telephone system which automates routine information and enables
operators to increase the number of callers served, therefore ensuring excellent customer service and
satisfaction. The section provides this information over the public information telephone line system
and on paper, labels, diskettes, cartridges and 9-track tapes.

The Public Information Section has a primary responsibility for:

B  Dispensing accurate information maintained in the office’s databases to the general public. The
section has four full-time telephone specialists and receives an average of 1,000 to 1,200 requests
each day.

& Providing forms by mail and fax to customers interested in registering articles of incorporation,
assumed names, limited partnerships, cooperatives and trademarks.

B Providing on-line view-only access to major databases maintained by the office to over 400 Direct
Access subscribers. This access is available for a fee to law firms, banks, service companies,
government agencies and the general public.

B Providing information on registered voters. This information can only be used for elections,
political activities or law enforcement.

&8 Providing election results. This information is compiled by precinct in the legislative district and
county in which they appear. Offices included are president, U.S. senator, U.S. representative,
state senator, state representative and constitutional amendments.

B Creating customized lists and providing daily logs created from the business records database.
The section can develop manual lists from data currently available in various formats at the
customer’s request, or provide the entire business records databases. All information is available
so that customers who desire this information can obtain it in an efficient and meaningful format.
Turnaround time for business lists is 48 hours from the time the request is received. Turnaround
time for voter registration information is approximately 2 to 4 days.
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(Continuation)

BUDGET ISSUES:

The volume of telephone calls to our public information lines is steadily and significantly increasing.
Calls received average between 1,000 and 1,200 per day and are expected to increase by 30% in F.Y.
1997 and by 20% each succeeding year. Callers need and expect immediate and correct information;
thus, our telephone specialists require direct and immediate access to data. The implementation of
a “Smart System” would enable the office to serve more customers without having to add staff by
increasing the speed with which information can be accessed and relayed by our telephone specialists.
This is an automated computer system which allows our telephone specialists to access information
by entering “key words” which direct the computer to immediately pull up the information a customer
needs. The increased speed to reply will increase customer satisfaction with this service.

PRODUCTIVITY MEASURES:

Act F.Y. 1996 [EstF.Y. 1997 EstF.Y. 1998 EstF.Y. 1999

Records/Lists Sold

VR Lists/Labels/Tapes 491 700 500 700
Log Printouts 1,740 2,000 2,000 2,000
Business Service Tapes 20 25 25 25
Business Services 791 800 900 1,000
Lists/Labels

Direct Access (DA)

Paid Subscribers 404 415 425 450
Business Information

Lines

Incoming Calls 280,000 375,000 450,000 540,000

5., Records Processing section provides data entry for all business and financial documents filed in
the Office of Secretary of State. The section also ensures the accuracy and integrity of the
UCC/Business Service database maintained by this office.

Records Processing section has a primary responsibility for:

B Ensuring the accuracy and integrity of the databases maintained by entering accurate data on a
daily basis into the computer system on domestic, foreign and nonprofit corporations, limited
partnerships, assumed business names, limited liability companies, limited liability partnerships,
business trusts, reservations of name, state and federal tax liens and uniform commercial code
documents. The information is available to each of the 87 counties in the state.

& Filing annual registrations for foreign and domestic profit and nonprofit corporations and legal
newspapers registered to do business in Minnesota. This section is also responsible for biennial
registrations for all limited liability companies, both foreign and domestic.

@ All statutory dissolutions of Minnesota domestic corporations that have failed to file a registration
for a (3) year period, thus making more business names available to the public and providing a
more accurate data base. The section also revokes certificates of authority to do business in
Minnesota when a foreign corporation fails to file an annual registration.

® All administrative terminations of Minnesota domestic liability companies and all revocations of
foreign limited liability companies that have failed to file the biennial registration for (2)

consecutive filings periods, which also makes more business names available to the public and
provides a more accurate data base.

PRODUCTIVITY MEASURES:

ActF.Y. 1996 EstF.Y. 1997 EstF.Y. 1998 [EstF.Y. 1999

Annual Registrations

Domestic Corporations

Filed 59,666 70,000 75,000 80,000
Rejected 12,043 7,000 7,000 7,000
Rejection Rate (%) 20% 19% 15% 15%
Statutory Dissolutions 7,357 7,000 7,500 7,700
Reinstated 461 500 550 600
Foreign Corporations

Annual Registrations Filed 10,398 12,000 13,000 14,000
Fees in Excess of Minimum $683,120 $700,000 $725,000 $750,000
Revocations 943 950 975 1,000
Nonprofit Corporations

Filed 15,092 16,000 17,000 19,000
Rejected 1,299 1,500 1,575 1,600
Rejection Rate (%) 9% 9% 9% 9%
Legal Newspapers

Filed 324 325 330 335
Rejected 10 10 10 10
Rejection Rate (%) 3% 3% 3% 3%
Renewals

Assumed Names

Due to Expire 9,541 9,537 9,262 10,467
Renewed 912 950 975 1,000
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L. This is accomplished by comparing the “Minnesota taxable net income™ on the annual registration and
1998-99 Biennial Budget Minnesota tax return forms.
BUDGET ACTIVITY:  Operations
PROGRAM: Secretary of State
AGENCY: Secretary of State

(Continuation)
ActF.Y. 1996 EstF.Y. 1997 EstF.Y. 1998 [EstF.Y. 1999
Trademarks )
Due to Expire - 789 883 846 716
Renewed 207 220 225 230
Records - Data Entered
Business Services 59,711 62,500 65,000 70,000
ucc - 90,546 91,000 91,500 92,000

Biennial Regist rations

Domestic Limited Liability

Companies (LLC)

Filed 553 700 800 1,000
Rejected 104 130 150 200
Rejection Rate (%) 19% 19% 19% 19%
Admin. Terminations n/a 100 150 200
Reinstated n/a 5 10 20
Foreign Limited Liability

Companies (LLC)

Filed . 32 35 38 ’ 50
Rejected 1 1 1 2
Rejection Rate (%) ) 3% 3% 3% 4%
Revocations n/a 5 5 7
Reinstated ) n/a 1 1 2

ACCOMPLISHMENTS OVER THE PAST 2 YEARS:

Changes were made to the foreign annual registration form which simplified the extension and filing
process for the customer internally and externally, thus increasing customer satisfaction and staff
productivity.

Forms were created to specifically outline the filing requirements for reinstating the certificate of
authority to transact business in the State of Minnesota as a foreign corporation. As a result of this,
corporations are filing all appropriate past and current annual registrations and fees due at the time
of reinstatement.

Minnesota domestic annual registration forms and entry procedures were simplified to improve work
processes and increase customer service.

Implemented a process to annually verify that the proper fees are being paid by foreign corporations.
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AGENCY:  SECRETARY OF STATE
PROGRAM: SECRETARY OF STATE
ACTIVITY: OPERATIONS

1998-1999 BIENNIAL BUDGET

(DOLLARS IN THOUSANDS)

FY 1998 FY 1999
Est. Base Agency  Governor Base Agency  Governor
ACTIVITY SUMMARY FY 1996 FY 1997 Level Request Recomm. Level Request Recomm.
EXPENDITURES:
DETAIL BY CATEGORY:

STATE OPERATIONS:

PERSONAL SERVICES 1,562 1,990 1,953 1,953 1,953 1,998 1,998 1,998

OPERATING EXPENSES 4,130 3,034 2,782 2,782 2,782 2,793 2,793 2,793

SUBTOTAL STATE OPERATIONS 5,692 5,024 4,735 4,735 4,735 4,791 4,791 4,791

PAYMENTS TO INDIVIDUALS 2 2 2 2 2 2 2
TOTAL EXPENDITURES 5,692 5,026 4,737 4,737 4,737 4,793 4,793 4,793
EXPENDITURES BY FUND:

DIRECT APPROPRIATIONS:

GENERAL 5,264 4,303 4,265 4,265 4,265 4,316 4,316 4,316
STATUTORY APPROPRIATIONS:

GENERAL 2 5 5 5 5 5 5 5

SPECIAL REVENUE 441 716 465 465 465 470 470 470

AGENCY 5 2 2 2 2 2 2 2
TOTAL EXPENDITURES 5,692 5,026 4,737 4,737 4,737 4,793 4,793 4,793
REVENUE COLLECTED:

DEDICATED:

GENERAL 3 5 5 5 5 5 5 5

SPECIAL REVENUE 459 465 465 465 470 470 470

AGENCY 2 2 2 2 2 2 2
NONDEDICATED:

CAMBRIDGE DEPOSIT FUND 8,520 8,395 8,818 8,818 8,818 9,267 9,267 9,267
TOTAL REVENUES COLLECTED 8,523 8,861 9,290 9,290 9,290 9,744 9,744 9,744
FTE BY EMPLOYMENT TYPE:

REGULAR 42.5 50.3 50.3 50.3 50.3 50.3 50.3 50.3
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1998-1999 BIENNIAL BUDGET
(DOLLARS IN THOUSANDS)

AGENCY:  SECRETARY OF STATE
PROGRAM: SECRETARY OF STATE
ACTIVITY: OPERATIONS

FY 1998 FY 1999
Est. Base Agency  Governor Base Agency  Governor
ACTIVITY SUMMARY FY 1996 FY 1997 Level Request Recomm. Level Request Recomm.
TEMP/SEAS/PART_TIME .6
OVERTIME .3
TOTAL FTE 43.4 50.3 50.3 50.3 50.3 50.3 50.3 50.3
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1998-99 Biennial Budget

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

ACTIVITY DESCRIPTION:

The Election Division is responsible for the administration of the constitutional and statutory duties
of the Secretary of State related to elections. The objectives of this activity are: to insure that elections
are conducted honestly and fairly in conformance with the Minnesota election law; to provide
Minnesota residents with an opportunity for meaningful public participation in government; to improve
the efficiency of election administration; to ensure that government reflects Minnesota's population;
and to facilitate community participation in government decision-making.

The division provides advice, guidance and information on election-related matters to 3,200 local
election officials, 17,000 elected officials, 20,000 election judges and over 30,000 candidates for
public office. The division is also responsible for supervision of elections for the Public Employees
Retirement Association board of trustees and the Minnesota Indian Affairs Council. The division
provides information on election-related matters to members of the legislature and legislative staff,
other state agencies, the news media and the general public.

The following activities are also housed within the division:

Open Appointments is responsible for the administration of the Secretary of State's statutory
responsibilities under the Open Appointments Act. The objective of this activity is to provide
Minnesota residents with an opportunity for meaningful participation in government by making
available to the public information on agencies seeking persons to serve on state councils, boards and
commissions.

The division prepares an annual report to the governor and the legislature on the appointments made
to state councils, boards and commissions under the Open Appointments Act, including those agencies
voluntarily choosing to use the open appointments process. The division also prepares an annual report
to the legislature on the budget and staffing of 207 state boards, councils and task forces. The
division advertises vacancies on state councils, boards and commissions in the State Register once
every month, inviting the public to apply for vacant positions. The division also prepares and mails
a monthly listing of vacancies to over 1,100 persons. Division staff work with the governor's office
and other appointing authorities in determining when vacancies will occur, processing applications and
advising appointing authorities on the appointments process generally.

The division responds to questions about the open appointments process and on the status of specific
appointments from appointing authorities, applicants, the news media and the general public.

Public Information is responsible for the preparation of official publications on elections and
govenment in Minnesota for the general public. The objective of this activity is to provide the public
with information about government in Minnesota and to facilitate and support public participation in
government decision-making.

The division publishes the Minnesora Legislative Manual, which has served as the official record of
state government since 1859; the Minnesota Legislative Manual: Abridged Edition, which is distributed
for classroom use in the public schools; Minnesota Election Results, which records the results of the
state primary and state general elections; and Minnesota Elected Officials, which is a compilation of
all state, federal and county elected officials in Minnesota. Each is published biennially.

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

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

Official Documents is responsible for the administration of the constitutional and statutory duties of
the Secretary of State related to the preservation of official public documents. The objective of this
activity is to facilitate public participation in government decision-making by providing free and ready
access to official public documents.

-The division is responsible for preservation of the following documents: bills signed into law by the

governor, oaths of state elected and appointed officials, executive appointments, orders and
proclamations of the governor, extradition orders, administrative rules adopted by state agencies and
delegations of authority. Approvals of special laws by local governing bodies, municipal ordinances,
official copies of the decennial census and other public documents are also preserved by the division.

The division responds to requests for information from government officials, the news media and from
the general public concerning the status of official public documents. All official documents are made
available for public inspection.

BUDGET ISSUES:
The following issues relate to the election administration activity of the division.

One of the goals in Minnesota Milestones is to increase the number of persons who participate in the
election process. Access to information about the candidates and issues placed before the voters and
about the voting process generally is critical in maintaining and increasing the number of persons who
vote. It is important that this information be made available to the public in a cost-effective manner.
As such, the use of computer network resources is an important strategy for the communication of
election information to the voters.

An increase of $142,000 is requested to implement the voter information telephone line authorized
by M.S. 204B.27, subd. 8. This would enable voters to obtain information on the names of candidates
appearing on the ballot, voter registration, absentee voting and polling place locations. This service
would be available to the voters on a toll-free basis during the period immediately before the state
primary through the subsequent state general election.

An increase of $25,000 is requested to implement an interface between the statewide voter registration
system and the US Postal Service National Change of Address system. This interface would result
in more accurate voter records by incorporating address changes into voter records as they are
reported to the Postal Service. This activity would protect the integrity of the voter registration system
and make lists of voters used for campaign purposes more accurate, reducing the costs of conducting
election campaigns.

The division will need to improve the quality and usefulness of official publications while recognizing
that there has been and will likely continue to be declining resources available for this activity. The
division will also need to prepare additional series of election district maps to meet the public demand
for this information. Additional information will need to be made available to the public in a cost
effective manner in electronic formats that are accessible to the public by computer networks.
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BUDGET ACTIVITY: Election Administration
PROGRAM:  Secretary of State
AGENCY: Secretary of State
(Continuation)

An increase of $17,000 is requested to upgrade the map plotting equipment and to cover increases
in annual equipment licensing and maintenance costs resulting from the increased demand for election
district maps and the increasing number of municipal and precinct boundary changes.

The division will need to make use of computer technology, especially optical disk storage, continue
to provide ready access to an increasing number of public documents by an increasing number of
people at a lower cost to the public.
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AGENCY:  SECRETARY OF STATE
PROGRAM: SECRETARY OF STATE
ACTIVITY: ELECTIONS

1998-1999 B I ENNIAL BUDGET

(DOLLARS IN THOUSANDS)

FY 1998 FY 1999
Est. Base Agency  Governor Base Agency  Governor
ACTIVITY SUMMARY FY 1996 FY 1997 Level Request Recomm. Level Request Recomm.
EXPENDITURES:
DETAIL BY CATEGORY:

STATE OPERATIONS:

PERSONAL SERVICES 258 309 323 323 323 330 330 330

OPERATING EXPENSES 160 273 149 188 149 224 369 224

SUBTOTAL STATE OPERATIONS 418 582 472 511 472 554 699 554

LOCAL ASSISTANCE 2 2 2 2 2 2 2
TOTAL EXPENDITURES 418 584 474 513 474 556 701 556
AGENCY REQUEST ITEMS: FUND

US POSTAL SERVICE INTERFACE GEN 10 15
VOTER INFORMATION PHONE LINE GEN 17 125
UPGRADE MAP PLOTTING EQUIP. & ANNUAL FEE GEN 12 5
TOTAL AGENCY REQUEST ITEMS 39 145
EXPENDITURES BY FUND:
DIRECT APPROPRIATIONS:

GENERAL 418 582 472 511 472 554 699 554
STATUTORY APPROPRIATIONS:

AGENCY 2 2 2 2 2 2 2
TOTAL EXPENDITURES 418 584 474 513 474 556 701 556
REVENUE COLLECTED:

DEDICATED:

AGENCY 2 2 2 2 2 2 2
NONDEDICATED:

CAMBRIDGE DEPOSIT FUND 1 65 4 4 4 80 80 80
TOTAL REVENUES COLLECTED 1 67 6 [ 6 82 82 82
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1998-1999 BIENNIAL BUDGET

(DOLLARS IN THOUSANDS)

AGENCY: SECRETARY OF STATE
PROGRAM: SECRETARY OF STATE
ACTIVITY: ELECTIONS
FY 1998 FY 1999
Est. Base Agency Governor Base Agency  Governor

ACTIVITY SUMMARY FY 1996 FY 1997 Level Request Recomm. Level Request Recomm.
FTE BY EMPLOYMENT TYPE:

REGULAR 5.9 7.0 7.0 7.0 7.0 7.0 7.0 7.0
TEMP/SEAS/PART_TIME NA 4 4 4 4 4 4 .4
TOTAL FTE 6.3 7.4 7.4 7.4 7.4 7.4 7.4 7.4

PAGE F-134



This page intentionally left blank.

PAGE F-135



1998-99 Biennial Budget

AGENCY: Board of Government Innovation and Cooperation

AGENCY DESCRIPTION:

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

The board provides incentives to promote innovation and intergovernmental cooperation in the
delivery of services by local governments. The board grants waivers from administrative rules, and
exemptions from enforcement of procedural laws, enabling local governments to demonstrate more
efficient and effective means of achieving specific service delivery outcomes. The board promotes
locally-driven initiatives to consolidate local governments and provides financial assistance to help
overcome fiscal barriers to consolidations that will yield long term cost savings. The board facilitates
regional forums throughout the state - bringing together elected and appointed officials from counties,
cities, townships and school districts to discuss opportunities for improved service delivery through
intergovernmental cooperation and innovation.

The board is monitoring 67 pilot projects that have received grants from the board and 26 local
initiatives that have received waivers and/or exemptions from the board. The board will actively
encourage other local governments to replicate the successful pilot projects. When recipients of
waivers and exemptions demonstrate that they are able to achieve desired outcomes more effectively
or efficiently, the board will advocate that the rules and laws be amended to enable all local
governments to take advantage of the improved process.

REVENUES:
None.

EXPLANATION OF AGENCY’S BUDGET PLAN:

For the 1996-97 biennium, the board received a $2,000,000 appropriation (Laws of Minnesota, 1995,
Ch.264, Art. 8, Sec. 25). Rider language directed that “at least 50% of the amount appropriated must
be used to provide aids to cooperating and combining local government units under, M.S. sec.
465.87.” In addition to the $2,000,000 appropriation, the board received $83,000 in funds carried
forward from the 1994-95 biennium, and $3,000 in salary supplement funds for small agencies.

Absent a change in law, $306,000 of the Board’s 1996-97 appropriation will cancel to the General
Fund at the end of F.Y. 1997. While M.S. sec. 465.87 authorizes the board to approve aid to

cooperating and combining local government units over a 4 year period of time, it does not
specifically authorize carry forward of appropriations made to the board for this purpose.

The Board’s 1998-99 budget plan includes:

® A base appropriation of $2,000,000 for the biennium.

B $15,000 in small agency operating expense adjustments.

With these resources, the Board will:

®  Fund $720,000 in competitive grants to local units of government.

2 Use $740,000 to fund existing Cooperation and Combination Aid grants to 5 pairs of government
units that have agreed to combine. These 5 pairs of cities were awarded $694,000 in the 1996-97
biennium.

8 Award $260,000 in new Cooperation and Combination Aid grants.

®  Expend $295,000 for the Board’s salaries and operating expenditures.

The board’s expenditure history and budget plan for the 1998-99 biennium is summarized in the
following table.

Dollars in Thousands
F.Y. 1996 F.Y. 1997 FE.Y. 1998 E.Y. 1999

Salaries and Operating Expenditures $124 $169 $146 $149
Currently Unallocated -0- 29 -0- -0-
Competitive Grant Awards -0- 754 358 362
Existing Cooperation and Combination Aid 273 421 421 319
Awards
Cooperation and Combination Aid to -0- [306] -0- -0-
Cancel to General Fund
New Cooperation and Combination Aid -0- -0- 81 179
Awards
Combination Planning Grants _10 -0- -0- -0-
407 1,373 1,006 1,009

GOVERNOR’S RECOMMENDATION:

The Governor concurs with the agency’s plan.
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1998-1999 BT ENNIAL BUDGET
(DOLLARS IN THOUSANDS)

AGENCY:  GOV’T INNOV & COOP BOARD
PROGRAM: GOVT INNOVATION & COOPERATION
ACTIVITY: GOVT INNOVATION & COOPERATION

FY 1998 FY 1999
Est. Base Agency  Governor Base Agency  Governor
ACTIVITY SUMMARY FY 1996 FY 1997 Level Plan Recomm. Level Plan Recomm.
EXPENDITURES:
DETAIL BY CATEGORY:

STATE OPERATIONS:

PERSONAL SERVICES 11 132 126 126 126 129 129 129

OPERATING EXPENSES 13 66 20 20 20 20 20 20

SUBTOTAL STATE OPERATIONS 124 198 146 146 146 149 149 149

LOCAL ASSISTANCE 283 1,175 860 860 860 860 860 860
TOTAL EXPENDITURES 407 1,373 1,006 1,006 1,006 1,009 1,009 1,009
EXPENDITURES BY FUND:

DIRECT APPROPRIATIONS:

GENERAL 407 1,373 1,006 1,006 1,006 1,009 1,009 1,009
TOTAL EXPENDITURES 407 1,373 1,006 1,006 1,006 1,009 1,009 1,009
FTE BY EMPLOYMENT TYPE:

REGULAR ' 2.2 2.0 2.0 2.0 2.0 2.0 2.0 2.0
TOTAL FTE 2.2 2.0 2.0 2.0 2.0 2.0 2.0 2.0
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STATE OF MINNESOTA - DEPARTMENT OF FINANCE

BIENNIAL BUDGET SYSTEM - BASE RECONCILIATION REPORT

AGENCY:  GOV’T INNOV & COOP BOARD

ALL FUNDS
F.Y.98 F.Y.99

F.Y.97 APPROPRIATIONS 1,000 1,000

BASE ADJUSTMENTS

1997 SALARY SUPPLEMENT TRANSF 2

1998-99 COMPENSATION INFLATIO 3 6
SMALL AGENCY S & E INFLATION 1

SUBTOTAL BASE ADJ. 6 9

BASE LEVEL 1,006 1,009

BY SEC SEQ

GENERAL FUND

F.Y.98

F.Y.99

OTHER STATE FUNDS

F.Y.98

F.Y.99

FEDERAL FUNDS
F.Y.98 F.Y.99
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1998-99 Biennial Budget
Agency Budget Brief
($ in thousands)

Agency: Investment Board Fund: General Fund
Summary of Agency Actions: Brief Explanation of Agency Plan:
FE.Y. 1998 E.Y. 1999 F.Y. 98-99 As of 6-30-96, SBI assets under management totaled $31.4 billion. Of this total, 85% consists
of retirement fund assets, all under external management. A critical piece of the Board’s mission
BASE-YEAR (F.Y. 1997) is evaluation, monitoring and selection of external managers. Approximately 15% of the assets
Appropriations (F.Y. 1997) $2,093 $2.093 $4.186 entrusted to the Board are directly managed by SBI staff. SBI bills back the retirement and non-

General Fund cash accounts through an indirect cost recovery assessment process each year.

BASE ADJUSTMENT Approximately 90% of the General Fund direct appropriation each fiscal year is recovered

1998-99 Compensation Inflation 68 150 218 through this indirect cost recovery process. Hence, any appropriation increase to the Board
Office Lease Increase 9 4 6 results in a net cost increase to the General Fund of about 10%. Likewise, any reduction to the
- - - Board’s direct appropriation level results in a net savings to the General Fund of 10%.

BASE LEVEL (for 1998 and 1999) 2,163 2,247 ,410 ) L. .
: = y 82, $4 SBI met or exceeded each of its major investment benchmarks in the most recent 1, 3 and 5 year
AGENCY PLAN (for 1998 and 1999) $2.163 $2,247 $4,410 period. Post-retirement increases to statewide plan retirees exceeded 8.0% this year due to
’ i ’ continued strong investment returns. The Board expects to continue at this high level of

GOVERNOR’S RECOMMENDATIONS $2,163 $2,247 $4,410 performance in the coming biennium.

The State Board of Investment has in the past absorbed compensation inflation costs without
appropriation increases. Operating budget latitude has diminished as a result, however. The
Board cannot absorb these costs in the 1998-99 biennium without serious adverse impacts on
programs.

The Governor’s budget includes $18 million of new resources in the General Education Revenue
program to allow restructuring of the asset allocation of the Permanent School Fund. This will
enhance the long-term growth in fund principal and maximize future returns.

Revenue Summary:

B Total non-dedicated revenue for all funds (primarily retirement plans) in F.Y. 1997 is estimated
at $947 million.

®  General Fund non-dedicated indirect recoveries in F.Y. 1997 are projected at $1.8 million.
Affected Statutes:

None.

GOVERNOR’S RECOMMENDATION:

The Governor concurs with the agency’s plan.
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1998-99 Biennial Budget

AGENCY: State Board of Investment (SBI)

AGENCY DESCRIPTION:

The State Board of Investment (SBI) develops and implements investment policies and strategies for
the state's retirement funds, trust funds and cash accounts. The statutory goal of the SBI is "to establish
standards which will insure that state and pension assets...will be responsibly invested to maximize the
total rate of return without incurring undue risk." (M.S. Sec. 11A.01).

The SBI, composed of 5 constitutional officers, provides investment management for the Basic
Retirement Funds, the Post Retirement Fund, the Permanent School Fund, Environmental Trust Fund,
Assigned Risk Plan, and the Supplemental Investment Fund. In addition, the SBI manages Invested
Treasurer's Cash and approximately 50 other state cash accounts. On 6-30-96, assets managed by the
board totaled $31.4 billion.

The board retains an executive director, an internal investment management staff, and external
investment managers to execute its policies. In performing its duties, the board is assisted by the
Investment Advisory Council which is composed of 17 persons with investment and retirement fund
expertise.

The SBI staff recommends strategic planning alternatives to the board and council and executes the
board's decisions. The staff also provides internal management for the Permanent School Fund, the
Environmental Trust Fund and State Cash accounts; closely monitors the performance of all external
managers retained by the board; and reviews prospective investment vehicles for legislative
consideration. The majority of the board's activity relates to investment of retirement funds (roughly
85%). Primary clients are the current and retired members of the three statewide retirement systems
(PERA, TRA, MSRS). For cash accounts, the board's largest clients are the State Treasurer and the
Department of Finance.

GOALS AND OBJECTIVES:

All activities of the board are governed by M.S. Ch.11A and Ch. 356A. To meet the goals established
therein, the SBI must:

® Establish and periodically update the investment objectives, asset allocation and investment
management structure for each of the funds.

& Seek and retain superior money managers to manage the assets of each fund.

® Monitor and evaluate investment performance to insure investment objectives are met.

®  Assess developments in the broad financial markets and evaluate their potential impact on SBI
operations and policies.

@ Communicate its investment policies to clients and constituents.

Investment activity is divided into 2 major areas; externally managed and internally managed funds.
Each concentration requires different strategies and investment vehicles.

External managed funds. Assets of the Basic Retirement Funds, Post Retirement Fund and the
Supplemental Investment Fund (approximately 85% of the total) are under external management.

The Basic Retirement Funds invest the contributions of public employees and employers during the
employees' years of public service. Approximately 255,000 public employees in 8 statewide
retirement funds participate in the Basic Funds. The purpose is to function in a fiduciary capacity,
investing pension contributions to provide sufficient funds to finance promised benefits at retirement.

The Post Retirement Fund contains the assets of over 82,000 retired public employees covered by the
9 statewide retirement plans. Upon retirement, money sufficient to finance fixed monthly annuities for
the life of the retiree is transferred from the Basic Funds to the Post Fund. The Post Fund's main
purpose is to ensure that each retiree's initially promised benefit is paid. The SBI must insure that
assets transferred to the Post Retirement Fund generate sufficient returns to maintain promised benefits
and to generate additional returns that will provide benefit increases to retired public employees.

F.Y. 1980 to F.Y. 1992 benefit increases were granted if investment realized earnings exceeded the
statutory 5% required income. This formula, with its emphasis on current income, caused the asset
allocation of the fund to be highly concentrated in fixed income securities. Since F.Y. 1993 benefit
increases have been paid using a formula tied to the total rate of return of the fund. This change in
formula will enable the asset allocation of the Post Retirement Fund to be more balanced and include
a larger percentage of equities.

The Supplemental Investment Fund is a multi-purpose investment program that offers a range of
investment options to state and local employees. It serves a wide range of participants and investment
goals, and is, therefore, structured much like a family of mutual funds.

Internally managed funds. The SBI directly invests about 16% of the assets with which it is
entrusted. This includes the assets of the Permanent School Fund, Environmental Trust Fund and all
money in state cash accounts.

The Permanent School Fund is a trust fund created by the Minnesota State Constitution and designated
as a long-term source of revenue for public schools. Income generated by the Permanent School Fund's
assets is used to offSet state school aid payments. The Fund's investment objectives have been
influenced by the restrictive legal provisions under which its investments have been managed. Long
run growth in Fund assets have been difficult to achieve without seriously reducing current spendable
income and exposing the spendable income stream to unacceptable volatility. Currently the SBI
maximizes current income by investing all the Fund's assets in fixed income securities.

The Environmental Trust Fund is a trust fund created by the State Constitution and designed to be a
long-term source of revenue for funding environmental projects. The Fund's investment objectives are
driven by the desire to generate current income which is used to finance a variety of projects proposed
by the Legislative Commission on Minnesota Resources (LCMR). Currently the Environmental Trust
Fund invested in a balanced portfolio of fixed income securities and a common stocks.

State Cash Accounts represent the cash balances in more than 400 separate accounts that flow through
the Minnesota State Treasury. These accounts range in size from $5,000 to over $400 million, and are
invested by SBI staff through 2 commingled short-term investment pools. The objectives of these
pooled funds are to preserve capital, to provide a high level of current income and to meet the cash
needs of state government without the forced sale of securities at a loss. The pools are expected to
generate investment income equal to or greater than other money market-type funds.

WORKILOAD/EFFICIENCY MEASUREMENTS:

Statutes establish investment goals for the Basic and Post Retirement funds. In addition, the board has
set more exacting standards for investment returns. The following pages demonstrate that long-term
performance has generally exceeded both statutory requirements and the board's investment
performance targets at the total fund level. Returns shown on the following pages are presented net of
management fees and investment expenses.
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1998-99 Biennial Budget
AGENCY: State Board of Investment (SBI)
(Continuation)
SUMMARY OF INVESTMENT RESULTS
Period Ending 6/30/96
6/30/96 Annualized Annualized
Millions 1Year 3Years S5Years
(%) (%) (%)
Basic Funds: $13,146 18.8 12.0 13.0
Market composite 18.4 12.3 12.6
Median Fund 17.4 12.1 12.8
Inflation (CPI) 2.8 2.8 2.9
Actuarial assumption 8.5 8.5 8.5
Post Fund: $11,883 17.2 11.6 NA
Market composite 16.3 11.6 NA
Actuarial assumption 5.0 5.0 5.0
Benefit increase 6.5% 5.6 55
Inflation (CPI) 2.8 2.8 2.9
Supplemental Fund:
Income Share $ 389 17.6 12.4 13.0
Median fund 17.4 12.1 12.8
Growth Share $ 157 24.6 15.6 15.6
Median pool 25.2 16.7 16.0
International Share $ 14 17.0 NA NA
EAFE Index 13.4 NA NA
Common Stock Index $ 96 25.5 16.8 16.2
Wilshire 5000 26.2 16.7 16.0
Bond Market $ 24 5.3 53 9.1
Lehman Aggregate 5.0 53 8.3
Money Market $ 50 5.8 4.9 4.6
91 Day T-Bills 5.4 4.7 4.4
Fixed Interest $ 69 6.7 NA NA
Assigned Risk Plan $542 9.8 7.9 9.2
Market composite 9.5 7.6 8.9
State Cash Accounts
Treasurer's Pool $3,704 5.7 4.8 NA
Trust Pool $ 131 5.9 5.0 NA
91 day T-bill 5.4 4.7 NA
* Estimate

F.Y. 1997 F.Y. 1996 F.Y. 1995

Earnings Est. Earnings Earnings
Permanent School $419 $28.0 M $30.2 M $31.0M
Environmental Trust $140 $7.0M $6.0 M 4.6 M
BASIC RETIREMENT FUNDS
Market Value 6/30/96: $ 13.146 Billion
Period Ending 6/30/96
Annualized Annualized
1 Year 3 Years 5 Years
Basic Funds 18.8% 12.0% 13.0%
Comparisons:
Market Composite 18.4% 12.3% 12.6%
TUCS Median Fund 17.4% 12.1% 12.8%
Inflation (CPI) 2.8% 2.8% 29%
Actuarial Assumption 8.5% 8.5% 8.5%

The Basic Retirement Funds contain the assets of active employees in the 3 statewide retirement
systems: MSRS, PERA, and TRA. The long term asset allocation targets of the portfolio on 6/30/96
were 60% stocks, 24% bonds, 1% cash and 15% alternative assets (real estate, venture capital and
resource funds).

For F.Y. 1996 the Basic Funds exceeded their market composite index by 0.4 percentage points and
surpassed the median fund in the Trust Universe Comparison Service (TUCS) by 1.4 percentage
points

Performance over the longer term has been favorable as well. Over the latest 5 year period, the Basic
Funds have exceeded their market index composite by nearly 0.4 % annualized, and the median fund
by approximately 0.2%. The Basic Funds continue to keep well ahead of the inflation rate and have
surpassed the actuarially assumed rate of return.

PAGE F-142



1998-99 Biennial Budget
AGENCY: State Board of Investment (SBI)
(Continuation)
POST RETIREMENT INVESTMENT FUND
Market Value on 6/30/96: $ 11.797 Billion
Period Ending 6/30/96

Annualized Annualized

1 Year 3 Years 5 Years

Post Fund 172% 11.6% NA

Actuarial Assumption 5.0% 5.0% 5.0%

Benefit increase 6.5*% 5.6% 55

Inflation (CPI) 2.8% 2.8% 29%

Market Composite 16.3% 11.5% NA
* Estimated

The Post Retirement investment Funds contain the assets of retired employees in the 3 statewide
retirement plans: MSRS, PERA, TRA. The long term asset allocation of the portfolio on 6/30/96
was 65% stocks, 27% bonds, 5% alternative assets and 3% cash.

Through F.Y. 1992, the statutory retirement benefit increase formula required the fund to generate
realized earnings (dividends, interest, and net gain or loss from the sale of securities) in order to
provide benefit increases to retirees. In fact, the benefit increases granted were among the highest in
the nation. However, as interest rates fell during the 1980's, the Fund was forced to invest an
increasing percentage of the portfolio in fixed income securities in order to maintain high levels of
realized income. This diminished the prospect for future benefit increases and reduced the long term
earning power of the Fund.

Since F.Y. 1993, the statutory formula has been based on total return and actual market value of the
portfolio. The new formula has 2 components: :

8  An inflation adjustment which will provide 100% of the CPI, capped at 3.5%. This will be
provided regardless of investment performance.

B An investment adjustment which will be based on Post Fund returns over a 5-year period. This
will be provided only if the Fund generates returns above the actuarial assumed rate of 5% and
the cumulative value of all inflation based adjustments previously granted. The new formula,
which was sought by the retirement systems and enacted by the 1992 Legislature, has allowed the
Post Fund to increase its exposure to stocks and should increase the long term growth potential
of its assets.

SUPPLEMENTAL INVESTMENT FUND

Period Ending 6/30/96
Market Value Annualized Annualized

6/30/96 1 Year 3 Years S Years
Supplemental Fund:
Income Share Account $389 M 17.6% 124% 13.0%
TUCS Median Fund 17.4% 12.1% 12.8%
Growth Share Account $157 M 24.6% 15.6% 15.6%
TUCS Median Stock Pool 25.2% 16.7% 16.0%
Common Stock Index Account $96 M 25.5% 16.8% 16.2%
Wilshire 5000 Stock Index 26.2% 16.7% 16.0%
International Share Account $14 M 17.0% NA NA
EAFE Index 13.4% NA NA
Bond Market Account $24 M 53% 53% 9.1%
Lehman Aggregate 5.0% 53% 8.3%
Money Market Account $50 M 5.8% 4.9% 4.6%
91 Day Treasury Bills 54% 4.7% 4.4%
Fixed Interest Account $69 M 91-94 GIC 92-95 GIC 93-96 GIC
Interest Rate Obtained 6.7% 5.280% 4.625%

The Supplemental Investment Fund is an investment vehicle available to a wide range of state and
local public employee groups for retirement related purposes. The largest participants in the Fund
are the Deferred Compensation Plan and the Unclassified Employees Retirement Plan.

Overall, F.Y. 1996 was a strong year for the Fund. The Income Share, International Share, Bond
Market and Money Market Accounts all exceeded their performance targets for the year, while the
Common Stock Index and Growth Share Accounts trailed their performance objective.

Over the last 3 and 5 year periods, the Income Share, Common Stock Index, Bond Market and Money
Market Accounts have met or exceeded their targets. The small to medium capitalization stock bias
in the Growth Share Account hurt performance over the same periods relative to the median stock

pool.

The Fixed Interest Account utilizes investments in guaranteed investment contracts (GIC's) available
through insurance companies and banks.

Permanent School Trust Fund
Market Value on 6/30/96: $ 419 Million

The Permanent School Trust fund is a trust established for the benefit of Minnesota public schools.
Income from the Trust is used to offset state expenditures for school aid payments. Due to the state's
need for a high, consistent level of current income as well as restrictive statutory accounting
provisions, the Trust has been invested entirely in fixed income securities. While this investment
strategy maximizes current income, it will reduce the long term growth of the Trust.

The 1992 Legislature approved statutory changes, suggested by the SBI, which make common stocks
a more attractive investment vehicle for the Trust. Stocks will help the Trust grow over the long term
because they are a higher returning asset class. Adding common stocks to the portfolio will, however,
reduce spendable income over the short-run because socks produce lower current income than bonds.
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1998-99 Biennial Budget

AGENCY: . State Board of Investment (SBI)
(Continuation)

Time Period Income Generated

F.Y. 1996 $30.2 million
F.Y. 1995 $31.0 million
F.Y. 1994 $36.0 million
F.Y. 1993 $33.5 million
F.Y. 1992 $33.3 million
Environmental Trust Fund

Market Value on 6/30/96: $ 140 Million.
The Environmental Trust Fund is to be used to supplement traditional sources of funding for
environmental and natural resource activity. The Trust will receive a portion of the net lottery
proceeds until 2001.

The SBI added stocks to the portfolio during F.Y. 1994. Currently, the asset mix of the Trust is
targeted at 50% common stocks and 50% fixed income to provide for long term growth.

Time Period Income Generated

F.Y. 1996 $ 6,009,000
F.Y. 1995 $ 4,006,000
F.Y. 1994 $ 3,936,000
F.Y. 1993 $ 3,321,000
Assigned Risk Plan

Market Value on 6/30/96: $ 542 Million

The Minnesota Assigned Risk Plan is the insurer of last resort for Minnesota companies seeking
workers compensation insurance. The plan is administered by the Department of Commerce.
Investment management responsibility for the assets of the plan was transferred to the SBI by the
Legislature in May 1991.

The investment goals of the plan are to match the projected liability/payment stream and to provide
sufficient liquidity/cash for payment of claims and operating expenses. Due to the relatively short
duration of the liability stream, the asset mix of the plan was 20% stocks and 80% bonds during F.Y.
1996. This allocation is reviewed annually upon receipt of new actuarial valuations and will be
changed to reflect changes in plan liabilities.

Period Ending 6/30/96
1 Year 3 'Year 5 Year
Actual Return 9.8% 7.9% 92%
Comparison:
Market Composite 9.5% 7.6% 8.9%

State Cash Accounts

The SBI invests the cash balances in more than 400 separate accounts in the Minnesota State
Treasury. These accounts range in size from $5,000 to over $400 million. Most of these accounts
are invested through 2 pooled funds.

The Trust Fund Pool holds cash balances for retirement related accounts and trust funds that are not
managed by external money managers. The Treasurer's Cash Pool holds the balances in the Invested
Treasurer's Cash as well as special or dedicated accounts.

Period Ending 6/30/96
Market Value Annualized
6/30/96 1 Year 3 Years
Treasurers Cash Pool $3,704 M 5.7% 4.8%
Trust Fund Cash Pool $131 M 5.9% 5.0%
Comparison:
3 Month T-Bill 5.4% 4.7%

EXPLANATION OF AGENCY’S BUDGET PLAN:

By Statute, the SBI bills the statewide retirement funds and non-general fund cash accounts for
approximately 90% of its General Fund appropriation. These receipts are deposited in the General
Fund as non-dedicated revenue. The General Fund appropriation not recovered by the bill-back
provision (approximately 10%) represents the portion of the SBI's budget that is associated with the
investment of the General Fund portion of the Invested Treasurer's Cash Fund. Any reduction in
spending will result in a matching reduction in revenue to the General Fund, and reduced billings to
non-general fund accounts.

SBI can continue to provide same-level services within the base budget, provided compensation
inflation is included in its operating appropriation.

GOVERNOR’S RECOMMENDATION:

The Governor concurs with the agency’s plan.
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AGENCY: INVESTMENT BOARD

1998-1999 BIENNIAL BUDGET

(DOLLARS IN THOUSANDS)

FY 1998 FY 1999
Est. Base Agency  Governor Base Agehcy Governor
PROGRAM RESOURCE ALLOCATION: FY 1996 FY 1997 Level Plan Recomm. Level Plan Recomm.
INVESTMENT OF FUNDS 2,059 2,126 2,163 2,163 2,163 2,247 2,247 2,247
REFUNDS/RETIRE FUNDS 37,332 41,910 41,910 41,910 41,910 41,910 41,910 41,910
TOTAL EXPENDITURES BY PROGRAM 39,391 44,036 44,073 44,073 44,073 44,157 44,157 44,157
EXPENDITURES BY FUND:
DIRECT APPROPRIATIONS:
GENERAL 2,059 2,126 2,163 2,163 2,163 2,247 2,247 2,247
OPEN APPROPRIATIONS:
SUPPLMNTL INVEST INVEST INDEX 5 5 5 5 5 5 5 5
SUPPLEMENTAL INVEST SUPPL BOND 2 5 5 5 5 5 5 5
SUPPLEMENTAL INVEST INVEST GIC 75 50 50 50 50 50 50 50
SUPPLMNTL INVEST MONEYMARKET 4 50 50 50 50 50 50 50
SUPPLEMENTAL INVESTMENT INCOME 26 100 100 100 100 100 100 100
SUPPLEMENTAL INVESTMENT GROWTH 10 100 100 100 100 100 100 100
POST RETIREMENT INVESTMENT 792 1,500 1,500 1,500 1,500 1,500 1,500 1,500
INVEST EXT MONEY MANAGERS#1 7,271 10,000 10,000 10,000 10,000 10,000 10,000 10,000
INVEST EXT MONEY MANAGERS #2 29,146 30,000 30,000 30,000 30,000 30,000 30,000 30,000
SUPPLEMENTAL INTL EQUITY 1 100 100 100 100 100 100 100
TOTAL EXPENDITURES 39,391 44,036 44,073 44,073 44,073 44,157 44 157 44,157
FTE BY EMPLOYMENT TYPE:
REGULAR 23.2 25.1 25.1 25.1 25.1 25.1 25.1 25.1
TEMP/SEAS/PART_TIME .2 2.5 2.5 2.5 2.5 2.5 2.5 2.5
TOTAL FTE 23.4 27.6 27.6 27.6 27.6 27.6 27.6 27.6
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1998-1999 BT ENNIAL BUDGET
(DOLLARS IN THOUSANDS)

AGENCY: INVESTMENT BOARD
FY 1998 FY 1999
Est. Agency Governor Agency Governor
SUMMARY OF AGENCY REVENUES FY 1996 FY 1997 Forecast Plan Recomm. Forecast Plan Recomm.
NON-DEDICATED REVENUE:
OTHER REVENUES:
GENERAL 1,981 1,884 1,884 1,884 1,884 1,884 1,884 1,884
SUPPLMNTL INVEST INVEST INDEX 278 278 278 278 278 278 278 278
SUPPLEMENTAL INVEST SUPPL BOND 246 246 246 246 246 246 246 246
SUPPLEMENTAL INVEST INVEST GIC 5,283 5,283 5,283 5,283 5,283 5,283 5,283 5,283
SUPPLMNTL INVEST MONEYMARKET 6,657 6,657 6,657 6,657 6,657 6,657 6,657 6,657
SUPPLEMENTAL INVESTMENT INCOME 1,398 1,398 1,398 1,398 1,398 1,398 1,398 1,398
SUPPLEMENTAL INVESTMENT GROWTH 451 451 451 451 451 451 451 451
POST RETIREMENT INVESTMENT 895,374 895,374 895,374 895,374 895,374 895,374 895,374 895,374
INVEST EXT MONEY MANAGERS#1 6,922 6,922 6,922 6,922 6,922 6,922 6,922 6,922
INVEST EXT MONEY MANAGERS #2 28,912 28,912 28,912 28,912 28,912 28,912 28,912 28,912
TOTAL NON-DEDICATED RECEIPTS 947,502 947,405 947,405 947,405 947,405 947,405 947,405 947,405
AGENCY TOTAL REVENUES 947,502 947,405 947,405 947,405 947,405 947,405 947,405 947,405
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1998-1999 BIENNIAL BUDGET
(DOLLARS IN THOUSANDS)

AGENCY:  INVESTMENT BOARD
PROGRAM: INVESTMENT OF FUNDS
ACTIVITY: INVESTMENT OF FUNDS

FY 1998 FY 1999
Est. Base Agency Governor Base Agency  Governor
ACTIVITY SUMMARY FY 1996 FY 1997 Level Plan Recomm. Level Plan Recomm.
EXPENDITURES:
DETAIL BY CATEGORY:

STATE OPERATIONS:

PERSONAL SERVICES 1,500 1,560 1,628 1,628 1,628 1,710 1,710 1,710

OPERATING EXPENSES 559 566 535 535 535 537 537 537

SUBTOTAL STATE OPERATIONS 2,059 2,126 2,163 2,163 2,163 2,247 2,247 2,247
TOTAL EXPENDITURES 2,059 2,126 2,163 2,163 2,163 2,247 2,247 2,247
EXPENDITURES BY FUND:

DIRECT APPROPRIATIONS:

GENERAL 2,059 2,126 2,163 2,163 2,163 2,247 2,247 2,247
TOTAL EXPENDITURES 2,059 2,126 2,163 2,163 2,163 2,247 2,247 2,247
REVENUE COLLECTED:

NONDEDICATED:

GENERAL 1,981 1,884 1,884 1,884 1,884 1,884 1,884 1,884
TOTAL REVENUES COLLECTED 1,981 1,884 1,884 1,884 1,884 1,884 1,884 1,884
FTE BY EMPLOYMENT TYPE:

REGULAR 23.2 25.1 25.1 25.1 25.1 25.1 25.1 25.1

TEMP/SEAS/PART_TIME .2 2.5 2.5 2.5 2.5 2.5 2.5 2.5
TOTAL FTE 23.4 27.6 27.6 27.6 27.6 27.6 27.6 27.6
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AGENCY: INVESTMENT BOARD
PROGRAM: REFUNDS/RETIRE FUNDS
ACTIVITY: REFUNDS/RETIRE FUNDS

1998-1999 BIENNIAL BUDGET
(DOLLARS IN THOUSANDS)

FY 1998 FY 1999
Est. Base Agency Governor Base Agency  Governor
ACTIVITY SUMMARY FY 1996 FY 1997 Level Plan Recomm. Level Plan Recomm.
EXPENDITURES:
DETAIL BY CATEGORY:
STATE OPERATIONS:
OPERATING EXPENSES 915 1,910 1,910 1,910 1,910 1,910 1,910 1,910
SUBTOTAL STATE OPERATIONS 915 1,910 1,910 1,910 1,910 1,910 1,910 1,910
TOTAL EXPENDITURES 915 1,910 1,910 1,910 1,910 1,910 1,910 1,910
EXPENDITURES BY FUND:
OPEN APPROPRIATIONS:
SUPPLMNTL INVEST INVEST INDEX 5 5 5 5 5 5 5 5
SUPPLEMENTAL INVEST SUPPL BOND 2 5 5 5 5 5 5 5
SUPPLEMENTAL INVEST INVEST GIC 75 50 50 50 50 50 50 50
SUPPLMNTL INVEST MONEYMARKET 4 50 50 50 50 50 50 50
SUPPLEMENTAL INVESTMENT INCOME 26 100 100 100 100 100 100 100
SUPPLEMENTAL INVESTMENT GROWTH 10 100 100 100 100 100 100 100
POST RETIREMENT INVESTMENT 792 1,500 1,500 1,500 1,500 1,500 1,500 1,500
SUPPLEMENTAL INTL EQUITY 1 100 100 100 100 100 100 100
TOTAL EXPENDITURES 915 1,910 1,910 1,910 1,910 1,910 1,910 1,910
REVENUE COLLECTED:
NONDEDICATED:
SUPPLMNTL INVEST INVEST INDEX 278 278 278 278 278 278 278 278
SUPPLEMENTAL INVEST SUPPL BOND 246 246 246 246 246 246 246 246
SUPPLEMENTAL INVEST INVEST GIC 5,283 5,283 5,283 5,283 5,283 5,283 5,283 5,283
SUPPLMNTL INVEST MONEYMARKET 6,657 6,657 6,657 6,657 6,657 6,657 6,657 6,657
SUPPLEMENTAL INVESTMENT INCOME 1,398 1,398 1,398 1,398 1,398 1,398 1,398 1,398
SUPPLEMENTAL INVESTMENT GROWTH 451 451 451 451 451 451 451 451
POST RETIREMENT INVESTMENT 895,374 895,374 895,374 895,374 895,374 895,374 895,374 895,374
INVEST EXT MONEY MANAGERS#1 6,922 6,922 6,922 6,922 6,922 6,922 6,922 6,922
INVEST EXT MONEY MANAGERS #2 28,912 28,912 28,912 28,912 28,912 28,912 28,912 28,912
TOTAL REVENUES COLLECTED 945,521 945,521 945,521 945,521 945,521 945,521 945,521 945,521
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INVESTMENT BOARD
REFUNDS/RETIRE FUNDS
ACTIVITY: EXTERNAL MONEY MANAGERS

1998-1999 BIENNIAL BUDGET
(DOLLARS IN THOUSANDS)

FTE BY EMPLOYMENT TYPE:

FY 1998 FY 1999
Est. Base Agency  Governor Base Agency  Governor

ACTIVITY SUMMARY FY 1996 FY 1997 Level Plan Recomm. Level Plan Recomm.
EXPENDITURES:
DETAIL BY CATEGORY:

STATE OPERATIONS:

OPERATING EXPENSES 36,417 40,000 40,000 40,000 40,000 40,000 40,000 40,000

SUBTOTAL STATE OPERATIONS 36,417 40,000 40,000 40,000 40,000 40,000 40,000 40,000
TOTAL EXPENDITURES 36,417 40,000 40,000 40,000 40,000 40,000 40,000 40,000
EXPENDITURES BY FUND:
OPEN APPROPRIATIONS:

INVEST EXT MONEY MANAGERS#1 7,271 10,000 10,000 10,000 10,000 10,000 10,000 10,000

INVEST EXT MONEY MANAGERS #2 29,146 30,000 30,000 30,000 30,000 30,000 30,000 30,000
TOTAL EXPENDITURES 36,417 40,000 40,000 40,000 40,000 40,000 40,000 40,000
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1998-99 Biennial Budget

AGENCY: Administrative Hearings, Office of

AGENCY DESCRIPTION:

The mission of the Office of Administrative Hearings is to conduct fair, prompt, and impartial
hearings and render decisions in 4 main areas:

B  Administrative Procedure Act (APA) contested cases and contested rulemaking hearings;
® Jocal government licensing and personnel cases;

8 child support establishment and enforcement hearings;

®  Workers’ Compensation benefit hearings.

The office is organized into the Administrative Law Division, including the Child Support Section and
the Workers’ Compensation Division. These units perform the functions listed above to achieve the
following objectives:

B to conduct hearings and issue final decisions or recommend final action in state agency
rulemaking and contested case hearings in a fair, prompt, and competent manner;

B o provide an expedited hearings process for disputes concerning establishment and enforcement
of child support in Minnesota;

B  to promptly and efficiently mediate and/or adjudicate contested workers' compensation cases and
issue final decisions. :

The Office of Administrative Hearings provides fair, prompt, and efficient hearings for both citizens
and government agencies. The Administrative Law Division conducts contested case hearings for
state agencies, political subdivisions, and units of local government. The Workers” Compensation
Division decides claims for injured workers and their dependents, for employers, and for workers’
compensation insurance carriers. The Child Support Section adjudicates child support obligations
through an administrative hearing process.

AGENCY ISSUES;

The demand for the services of the Office of Administrative Hearings is increasing, particularly in
the area of child support establishment and enforcement. During calendar year 1997, the Office of
Administrative Hearings will be conducting child support establishment and enforcement hearings in
67 of Minnesota’s 87 counties and processing over 9,000 cases. In addition to deciding and issuing
written findings and orders in approximately 400 APA cases per year, beginning 1-1-97, the
administrative law judges will conduct hearings regarding community notification on released sex
offenders.

Currently, the Office of Administrative Hearings has 29 workers’ compensation judge positions
authorized. Two of workers’ compensation judges are currently serving on the Workers’
Compensation Court of Appeals. Those vacant positions have not been filled because those judges
have the right to return to the Office of Administrative Hearings at the expiration of their terms. One
other position is vacant due to a retirement. The workers’ compensation caseload at the Office of

Administrative Hearings has decreased slightly during the last biennium. This may be a temporary
change due to economic conditions or changes in the 1995 law. No increase in the workers’
compensation budget is sought for the biennium.

AGENCY STRATEGY:

The activity plan for the APA Division and Child Support Section of the Office of Administrative
Hearings is to continue to provide quality hearing services while minimizing costs.

The activity plan of the Minnesota Office of Administrative Hearings in the area of workers’
compensation is to continue to reduce administrative costs within the system. The office is returning
funds to the Workers’ Compensation Special Fund at the conclusion of the 1996-97 biennium. If the
current caseloads are part of a long-term education in workers’ compensation litigation, the office
budget will also follow the long-term trends.

REVENUE SUMMARY:

The administrative Procedure Act Division of the Office of Administrative Hearings conducts
contested case hearings for state agencies and units of local government. The APA Division bills
these governmental agencies for conducting hearings at $89/hr. The Child Support Section bills at
the same rate. Neither section seeks an increase in its hourly rate.

EXPLANATION OF AGENCY’S BUDGET PLAN:

The Office of Administrative Hearings does not use nor request any General Fund money. The
agency has no budget initiatives. The base includes 2.5% inflation each year for salary compensation.
The Workers’ Compensation Division requests no increase in funding and will be returning funds to
the Workers’ Compensation Special Fund at the end of the 1996-97 biennium.

GOVERNOR’S RECOMMENDATION:

The Governor concurs with the agency’s plan.
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AGENCY:  ADMINISTRATIVE HEARINGS
PROGRAM: ADMINISTRATIVE HEARINGS

1998-1999 BT ENNIAL BUDGET

(DOLLARS IN THOUSANDS)

FY 1998 FY 1999
Est. Bgse Agency  Governor Base Agency  Governor

ACTIVITY RESOURCE ALLOCATION: FY 1996 FY 1997 Level Plan Recomm. Level Plan Recomm.
ADMINISTRATIVE HEARINGS 2,818 3,283 3,973 3,973 3,973 4,102 4,102 4,102
WORKERS COMPENSATION 3,645 4,269 4,122 4,122 4,122 4,210 4,210 4,210
TOTAL EXPENDITURES BY ACTIVITY 6,463 7,552 8,095 8,095 8,095 8,312 8,312 8,312
EXPENDITURES BY FUND:
DIRECT APPROPRIATIONS:

WORKERS COMPENSATION SPEC PMNT 3,636 4,254 4,107 4,107 4,107 4,195 4,195 4,195
STATUTORY APPROPRIATIONS:

ADMINISTRATIVE HEARINGS 2,818 3,283 3,973 3,973 3,973 4,102 4,102 4,102
WORKERS COMP TRANSCRIPT 9 15 15 15 15 15 15 15
TOTAL EXPENDITURES 6,463 7,552 8,095 8,095 8,095 8,312 8,312 8,312
FTE BY EMPLOYMENT TYPE:

REGULAR 77.6 80.4 82.8 82.8 82.8 82.8 82.8 82.8

TEMP/SEAS/PART_TIME 4.2 5.0 5.0 5.0 5.0 5.0 5.0 5.0
TOTAL FTE 81.8 85.4 87.8 87.8 87.8 87.8 87.8 87.8
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AGENCY:  ADMINISTRATIVE HEARINGS

1998-1999 BIENNIAL BUDGET

(DOLLARS IN THOUSANDS)

FY 1998

Agency  Governor

FY 1999

Agency  Governor

SUMMARY OF AGENCY REVENUES FY 1996 Forecgst Plan Recomm. Forecast Plan Recomm.
DEDICATED RECEIPTS:

DEPARTMENTAL EARNINGS:

ADMINISTRATIVE HEARINGS 2,858 3,933 3,933 3,933 4,022 4,022 4,022
WORKERS COMP TRANSCRIPT 17 15 15 15 15 15 15
TOTAL DEDICATED RECEIPTS 2,875 3,948 3,948 3,948 4,037 4,037 4,037
AGENCY TOTAL REVENUES 2,875 3,948 3,948 3,948 4,037 4,037 4,037
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STATE OF MINNESOTA - DEPARTMENT OF FINANCE
BIENNIAL BUDGET SYSTEM - BASE RECONCILIATION REPORT

BY SEC SEQ
AGENCY:  ADMINISTRATIVE HEARINGS
ALL FUNDS GENERAL FUND OTHER STATE FUNDS FEDERAL FUNDS

F.Y.98 F.Y.99 F.Y.98 F.Y.99 F.Y.98 F.Y.99 F.Y.98  F.Y.99
F.Y.97 APPROPRIATIONS 7,774 7,863 7,774 7,863
BASE ADJUSTMENTS
1997 SALARY SUPPLEMENT TRANSF 163 163 163 163
1998-99 COMPENSATION INFLATIO 114 231 114 231
DOC SPACE RENT/LEASE INCR/DEC 44 55 44 55
SUBTOTAL BASE ADJ. 321 449 321 449
BASE LEVEL 8,095 8,312 8,095 8,312
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1998-99 Biennial Budget
BUDGET ACTIVITY: Administrative Hearings

PROGRAM:  Administrative Hearings )
AGENCY:  Administrative Hearings, Office of

ACTIVITY DESCRIPTION:

Chapter 14 of Minnesota Statutes requires the Office of Administrative Hearings to conduct contested
cases and rulemaking hearings for state agencies. Administrative law judges also conduct trial-type
hearings for political subdivisions and units of local government when it is specified that an
administrative law judge preside.

Due to federal mandates that states speed up the establishment and enforcement of child support,
administrative law judges have been conducting an increasing number of child support hearings in
Minnesota. Administrative Jaw judges began conducting child support hearings in Minnesota in
January of 1988. By 1993, administrative law judges were conducting child support hearings in 39
of Minnesota’s 87 counties. By the end of calendar year 1997, it is anticipated that administrative law
judges from the Office of Administrative Hearings will be conducting child support establishment and
enforcement hearings in all 87 counties within Minnesota.

The APA Division administrative law judges will continue to conduct prehearing conferences, do legal
research, conduct alternative dispute resolution mediations, and preside over contested case hearings.
The subject areas will continue to include human rights cases, OSHA, special education, veterans
employment, licensing, and beginning 1-1-97, the recently added responsibility for conducting
administrative review hearings regarding levels of community notification on released sex offenders.

BUDGET ISSUES:

The APA Division of the Office of Administrative Hearings has 11.0 employee administrative law
judges. The office also solicits RFPs from attorneys on a yearly basis to serve as contract
administrative law judges. The employee ALJs are located in the main office in Minneapolis.
Contract ALJs are spread geographically around the entire state.

Most APA cases are assigned to the employee ALJs in the main office. This core group of ALJs
maintains expertise in complex areas such as public utility law. As the workload in more routine
areas increases, more cases are assigned to the contract ALJs. When normal fluctuations result in
temporary decreases in workload, more cases are kept in-house rather than being assigned to contract
ALJs. Contract ALJs are paid @ $55/hr. Cost savings result from keeping the majority of APA
cases in house assigned to employee ALJs and farming out cases to contract ALJs only as the
workload fluctuates or when a particular expertise is needed.

The Office of Administrative Hearings employs an employee ALJ to supervise the Child Support
Section. As the number of child support hearings has increased, the Office of Administrative Hearings
increasingly relied upon contract ALJs in the child support area. During the next biennium a decision
will have to be made by the Office of Administrative Hearings as to whether to hire additional
employee ALJs in the child support area or continue to rely upon contract ALJs.

REVENUE:

The Office of Administrative Hearings APA Division and Child Support Section will continue to bill
the agencies for which they conduct hearings at the rate of $89/hr. No increase in this hourly rate
is sought. )

The increased volume of hearings conducted by the Child Support Section described above should

translate to the revolving fund increased revenue and expenses of approximately 15 to 20% over
current levels for F.Y. 1998 and F.Y. 1999.
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AGENCY:  ADMINISTRATIVE HEARINGS
PROGRAM: ADMINISTRATIVE HEARINGS
ACTIVITY: ADMINISTRATIVE HEARINGS

1998-1999 BIENNIAL BUDGET

(DOLLARS IN THOUSANDS)

FY 1998 FY 1999
Est. Bése Agency Governor Base Agency  Governor
ACTIVITY SUMMARY FY 1996 FY 1997 Level Plan Recomm. Level Plan Recomm.
EXPENDITURES:
DETAIL BY CATEGORY:

STATE OPERATIONS:

PERSONAL SERVICES 1,532 1,615 1,656 1,656 1,656 1,696 1,696 1,696

OPERATING EXPENSES 1,286 1,668 2,317 2,317 2,317 2,406 2,406 2,406

SUBTOTAL STATE OPERATIONS 2,818 3,283 3,973 3,973 3,973 4,102 4,102 4,102
TOTAL EXPENDITURES 2,818 3,283 3,973 3,973 3,973 4,102 4,102 4,102
EXPENDITURES BY FUND:

STATUTORY APPROPRIATIONS:

ADMINISTRATIVE HEARINGS 2,818 3,283 3,973 3,973 3,973 4,102 4,102 4,102
TOTAL EXPENDITURES 2,818 >3,283 3,973 3,973 3,973 4,102 4,102 4,102
REVENUE COLLECTED:

DEDICATED:

ADMINISTRATIVE HEARINGS 2,858 3,283 3,933 3,933 3,933 4,022 4,022 4,022
TOTAL REVENUES COLLECTED 2,858 3,283 3,933 3,933 3,933 4,022 4,022 4,022
FTE BY EMPLOYMENT TYPE:

REGULAR 28.0 30.5 30.5 30.5 30.5 30.5 30.5 30.5

TEMP/SEAS/PART_TIME .2 .5 .5 .5 .5 .5 .5 .5
TOTAL FTE 28.2 31.0 31.0 31.0 31.0 31.0 31.0 31.0
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1998-99 Biennial Budget

BUDGET ACTIVITY:  Workers’ Compensation
PROGRAM:  Administrative Hearings
AGENCY:  Administrative Hearings, Office of

ACTIVITY DESCRIPTION:

Workers’ compensation claims which are not resolved at the Department of Labor and Industry
(DOLI) are certified to the Office of Administrative Hearings for trial. The Office of Administrative
Hearings is required by statute to conduct all workers’ compensation contested cases not settled at
DOLI.

Once a contested workers’ compensation case arrives at the Office of Administrative Hearings, a
workers’ compensation judge, with support staff, is required to decide and issue orders granting and
denying motions, issue pre-trial orders, schedule and conduct pre-trial hearings and settlement
conferences, review all settlement agreement and issue awards on those agreements, conduct trials
and issue final decisions, award attorney fees, process all appeals and handle cases remanded from
the Workers’ Compensation Court of Appeals.

BUDGET ISSUES:

After rising continually for years, the number of workers’ compensation cases certified to the Office
of Administrative Hearings leveled off, then slightly declined during the last biennium. This may be
due to the state of the economy or changes recently made in the workers’ compensation law. It will
take at least an additional biennium to determine if this decline is temporary or long-term.

The Workers’ Compensation Division of the Office of Administrative Hearings has 3 vacant positions
for workers’ compensation judges out of a total of 29 positions. Two of these vacant positions are
being held open for workers’ compensation judges from the Office of Administrative Hearings, who
are currently serving on the Workers’ Compensation Court of Appeals and who have the right to
return at the conclusion of their terms on the Court of Appeals. One position is vacant due to a
retirement. ‘The Office of Administrative Hearings plans to wait in order to assess long-term trends
in workers’ compensation in Minnesota before filling these positions. Therefore, the Office of
Administrative Hearings seeks no increase in its budget from the Workers’ Compensation Special
Fund. There are no budget initiatives requiring funding.

REVENUE:

The Workers’ Compensation revolving fund, consisting of appeal fees and copy charges will remain
at current levels of approximately $15,000 per year.
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1998-1999 B I ENNIAL BUDGET

(DOLLARS IN THOUSANDS)
AGENCY:  ADMINISTRATIVE HEARINGS
PROGRAM: ADMINISTRATIVE HEARINGS
ACTIVITY: WORKERS COMPENSATION
FY 1998 FY 1999

Est. Bése Agency  Governor Base Agency  Governor
ACTIVITY SUMMARY FY 1996 FY 1997 Level Plan Recomm. Level Plan Recomm.
EXPENDITURES:
DETAIL BY CATEGORY:

STATE OPERATIONS:

PERSONAL SERVICES 2,945 3,042 3,255 3,255 3,255 3,336 3,336 3,336

OPERATING EXPENSES 700 1,227 867 867 867 874 874 874

SUBTOTAL STATE OPERATIONS 3,645 4,269 4,122 4,122 4,122 4,210 4,210 4,210
TOTAL EXPENDITURES 3,645 4,269 4,122 4,122 4,122 4,210 4,210 4,210
EXPENDITURES BY FUND:

DIRECT APPROPRIATIONS:

WORKERS COMPENSATION SPEC PMNT 3,636 4,254 4,107 4,107 4,107 4,195 4,195 4,195
STATUTORY APPROPRIATIONS:

WORKERS COMP TRANSCRIPT 9 15 15 15 15 15 15 15
TOTAL EXPENDITURES 3,645 4,269 4,122 4,122 4,122 4,210 4,210 4,210
REVENUE COLLECTED:

DEDICATED:

WORKERS COMP TRANSCRIPT 17 15 15 15 15 15 15 15
TOTAL REVENUES COLLECTED 17 15 15 15 15 15 15 15
FTE BY EMPLOYMENT TYPE:

REGULAR 49.6 49.9 52.3 52.3 52.3 52.3 52.3 52.3

TEMP/SEAS/PART_TIME 4.0 4.5 4.5 4.5 4.5 4.5 4.5 4.5
TOTAL FTE 53.6 54.4 56.8 56.8 56.8 56.8 56.8 56.8
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1998-99 Biennial Budget
Agency Budget Brief
($ in thousands)

Agency: Strategic and Long Range Planning, Office of Fund: General
Summary of Agency Actions: Brief Explanation of Agency Plan:

F.Y. 1998 F.Y. 1999 F.Y. 98-99 ® The budget plan allows the agency to continue operations with the same level of funding through
staffing efficiencies and operational changes made by the use of work teams.

BASE-YEAR (F.Y. 1997)

L . B The plan calls for additional funding for:
Appropriations (F.Y. 1997) $4,017 $4.017 $8,034 B  windpower initiative to provide for more accurate and complete information to site

windpower electric generating facilities, and

BASE ADJUSTMENT B8 rulemaking costs for streamlining the environmental review process
Compensation Inflation 80 161 241
Revenue Summary:
BASE LEVEL (for 1998 and 1999) 097 178 8,275 . .. . . .
o n $4, $4, $8, B Increase in the power plant siting assessment for the siting of a wind energy conversion system.
I
AGENCY DECISION ITEMS Affected Statutes:
Wind Power 36 49 85
Environmental Review 10 -0- 10 None.
AGENCY PLAN (for 1998 and 1999) $4,143 $4,227 $8,370 GOVERNOR’S RECOMMENDATION:
GOVERNOR’S INITIATIVES The Governor recommends the agency’s plan plus a biennial increase of $3,000,000 to implement a
statewide teen court system where youthful offenders are held accountable for their illegal behavior
Teen Courts 1,500 1,500 3,000 through a sentence imposed by a jury of their peers. This item is part of the Governor’s overall anti-
crime initiative that totals $58.2 million for the 1998-99 Biennium. In addition to these funds for the
GOVERNOR’S RECOMMENDATIONS $5,643 $5,727 $11,370 Office of Planning, the initiative includes funds for the Departments of Corrections, Military Affairs,

Children, Families & Learning, and Public Safety.

PAGE F-160



1998-99 Biennial Budget

AGENCY: Strategic and Long Range Planning

AGENCY DESCRIPTION:

The mission of the Office of Strategic and Long-Range Planning (Minnesota Planning) is to keep
Minnesotans focused on the future, to provide policy-makers and the public with accurate information
and analysis about emerging and critical issues, to influence policy decisions for a better future through
long range planning. Under the authority of Minnesota Chapter 4A, the office must develop an
integrated long-range plan for the state, coordinate activities among all levels of government, stimulate
public interest and participation in the future of the state, and act in coordination with the commis-
sioner of finance, affected state agencies, and the legislature in planning and financing major public
programs.

The office has additional authority under M.S. 4A.05, through its land management information center,
to provide services in computer mapping and graphics, environmental, social and economic analysis
and small systems development. Through the Land Management Information Center, Minnesota
Planning serves Minnesota’s planning, policy analysis, and operational needs through coordination,
data, project, and technology services related to geographic information.

Minnesota Planning is also charged under MS 116C.03, Sudd 4, with providing staff and consultant
services to the Minnesota Environmental Quality Board. This support includes the provision of
administrative services, including personnel, budget, payroll and contract administration. It is through
the provision of this support that the agency is able to address the environmental component of its’
statewide strategic planning responsibility.

Minnesota Planning develops strategic plans to achieve statewide outcomes outlined in Minnesota
Milestones as part of its responsibility to develop an integrated long-range plan for the state. It
provides leadership by identifying issues that cross agency lines and develops and supports
mechanisms to address those issues in furtherance of its goal to coordinate activities among all levels
of government. Minnesota Planning develops products and services that enable Minnesotans to
participate in shaping their state’s future. Minnesota Planning also promotes the long term interest of
the state by identifying critical and emerging issues and conducting strategic planning projects related
to those issues with recommendations for implementation.

The projects and services of the agency benefit all levels of government, including the governor, other
departments within state government, the legislature, private firms, non-profit and for-profit
organizations and Minnesota citizens.

Minnesota Planning is a leader in accomplishing the Minnesota Milestones goal, “Government in
Minnesota will be cost-effective and services will be designed to meet the needs of the people who use
them.” In addition, efforts by the Environmental Quality Board, Land Management Information
Center, and the state Demographer’s Office support other Milestones goals, included below:

Minnesotans will be healthy. )

We will improve the quality of the air, water and earth.

Minnesota’s environment will support a rich diversity of plant and animal life.

We will welcome, respect, and value people of all cultures, races, and ethnic background.
QOur communities will be safe, friendly and caring.

AGENCY ISSUES:

Increased emphasis has been placed on environmental and economic issues related to development
both in and within the state. New approaches, such as sustainable development and anticipated federal
changes, together with pressures to maintain a healthy economic base in Minnesota, represent a
continuing challenge. :

Both state and local government have fewer resources to fund increasing spending needs, especially
in programs that serve people. Developing strategies to maximize the value of dollars spent by
govermnment is a continuing challenge. Demand for geographic information and analysis services has
grown dramatically as state, local and private organizations have discovered their benefits for
informing policy and operations. Minnesota Planning’s Land Management Information Center
remains committed to quality service in response to this demand.

AGENCY STRATEGIES:

Minnesota Planning leads state government in identifying and analyzing critical policy areas that are
of emerging concem to the governor and the legislature. The agency’s program activity is long- range
planning and its performance and results follow from this program responsibility.

Within Our Means: Tough Choices for Government Spending provided a comprehensive examination
of the cost of government to 2005. Understanding the forces that drive spending in the coming years
so that state and local governments could respond was an underlying principle of the a project. An
Agenda for Reform provided policy options for dealing with the barriers outlined in Within Our Means.

Minnesota Planning has continued to examine the cost of choices in such reports as Paying the Price:
the Rising Cost of Prison which described the factors driving unprecedented growth in the number of
inmates, the costs of incarcerating these inmates and some options for avoiding even more growth in
prison population and expensive prisons.

Our budget plan calls for continued examination of spending issues.

Spending and performance of our higher education institutions has major implications for the future
of our work force and of our society. The higher education project will analyze how are public dollars
are invested in higher education and what return it yields. Examining Minnesota’s local government
system in terms of cost, size, structure, flexibility and service delivery is the focus of Minnesota
Planning Boundaries Project. With devolution of federal government responsibilities to the states,
understanding the changes that local governments must make is vital.

Likewise, welfare reform in light of change in federal law, is a critical issue facing policy makers. The
welfare reform project will examine policy decisions that will need to be made over the next several
months.

Development of an awarding winning web page, development of Minnesota Issue Watch have
increased the agency’s ability to get good information and data to policy makers and citizens.

Providing DATANET free to users is another strategy to provide valuable data to all Minnesotan’s
within our current spending levels.
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1998-99 Biennial Budget

AGENCY: Strategic and Long Range Planning
(Continuation)

REVENUE SUMMARY:

B Anincrease in the General Fund appropriation to cover the anticipated costs associated with the
rulemaking that will attend anticipated revisions to the Minnesota Environmental Policy Act.

B Anincrease in the assessment against the states electrical utilities to provide additional revenue
to cover the costs associated with characterization of the wind resource available for generation
of electrical energy in Southwest Minnesota.

SUMMARY OF BUDGET REQUEST:

The major objectives of our budget requests are to continue to provide policy makers and the public
with accurate information, analysis and data regarding critical and emerging issues and to provide for
coordination among all levels of government. The budget plan includes a request for:

B Environmental Review. The Environmental Quality Board (EQB) is proposing amendments to
the Environmental Policy Act. The budget request provides funding for the rulemakeing that
would attend the enactment of the proposed statutory changes.

8  Wind Power/Power Plant Assessment. The Environmental Quality Board is charged with the
responsibility of assisting local governments in the adoption of ordinances and other requirements
to regulate the siting, construction, and operation of small wind energy conversion systems. The
budget request would give the EQB the ability to respond to a request received from the Southwest
Regional Development Commission for assistance in characterizing the regions wind resources
through the development of temporary and permanent wind monitoring.

LCMR RECOMMENDATION:

@ Evaluation of Urban Growth. For an agreement with Minnesotans for an Energy Efficient
Economy to evaluate the benefits, cost, and environmental impacts of alternative urban and rural
growth patterns. ($275,000 Future Resources Fund).

B Access to Environmental Information. For a collaborative effort among natural resource
agencies to design, develop and test a solution to provide integrated electronic access to
environmental and natural resource information and to make that data accessible and free to the
public. ($600,000 Future Resources Fund)

8  Economics for Lasting Progress. For an assessment of how Minnesota’s economic indicators
and policies reward or discourage pollution, employment and sustainable resource use. ($250,000
Future Resources Fund).

GOVERNOR’S RECOMMENDATION:

The Governor recommends the agency’s plan plus a biennial increase of $3,000,000 to implement a
statewide teen court system where youthful offenders are held accountable for their illegal behavior
through a sentence imposed by a jury of their peers. This item is part of the Governor’s overall anti-
crime initiative that totals $58.2 million for the 1998-99 biennium. In addition to these funds for the
Office of Planning, the initiative includes funds for the Departments of Corrections, Military Affairs,
Children, Families, and Learning and Public Safety.

PAGE F-162



AGENCY:  PLANNING, STRATEGIC & L R
PROGRAM: STRATEGIC & L R PLANNING
ACTIVITY: STRATEGIC & L R PLANNING

1998-1999 BIENNIAL BUDGET

(DOLLARS IN THOUSANDS)

FY 1998 FY 1999
Est. Base Agency  Governor Base Agency  Governor
ACTIVITY SUMMARY FY 1996 FY 1997 Level Plan Recomm. Level Plan Recomm.
EXPENDITURES:
DETAIL BY CATEGORY:
STATE OPERATIONS:
PERSONAL SERVICES 3,738 4,452 4,146 4,839 4,877 4,207 4,209 4,247
OPERATING EXPENSES 1,580 2,379 1,091 1,260 1,297 1,079 1,079 1,116
SUBTOTAL STATE OPERATIONS 5,318 6,831 5,237 6,099 6,174 5,286 5,288 5,363
LOCAL ASSISTANCE 1,033 674 309 1,734 47 1,472
TOTAL EXPENDITURES 6,351 7,505 5,237 6,408 7,908 5,286 5,335 6,835
AGENCY PLAN ITEMS: FUND
LCMR NEW ALLOCATIONS MNR 1,125
WIND POWER GEN 36 49
ENVIRONMENTAL REVIEW GEN 10
TOTAL AGENCY PLAN ITEMS 1,171 49
GOV’S INITIATIVES: FUND
(B) TEEN COURTS GEN 1,500 1,500
TOTAL GOV’S INITIATIVES 1,500 1,500
EXPENDITURES BY FUND:
DIRECT APPROPRIATIONS:
ENVIRONMENT & NATURAL RESOURCE 62 938
GENERAL 4,606 4,311 4,097 4,143 5,643 4,178 4,227 5,727
MINNESOTA RESOURCES 134 246 1,125 1,125
OPEN APPROPRIATIONS:
GIFT ’ 21
STATUTORY APPROPRIATIONS:
GENERAL 201 682 295 295 295 295 295 295
SPECIAL REVENUE 813 925 763 763 763 763 763 763
FEDERAL 159 403 82 82 82 50 50 50
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AGENCY:  PLANNING, STRATEGIC & L R
PROGRAM: STRATEGIC & L R PLANNING
ACTIVITY: STRATEGIC & L R PLANNING

1998-1999 BIENNIAL BUDGET

(DOLLARS IN THOUSANDS)

FY 1998 FY 1999
Est. Base Agency  Governor Base Agency  Governor
ACTIVITY SUMMARY FY 1996 FY 1997 Level Plan Recomm. Level Plan Recomm.
GIFT 355
TOTAL EXPENDITURES 6,351 7,505 5,237 6,408 7,908 5,286 5,335 6,835
REVENUE COLLECTED:
DEDICATED:
GENERAL 210 317 295 295 295 295 295 295
SPECIAL REVENUE 829 838 763 763 763 763 763 763
FEDERAL 179 405 50 50 50 50 50 50
GIFT 403
NONDEDICATED:
GENERAL 15 25 42 42 42 42 42 42
CAMBRIDGE DEPOSIT FUND 223 300 300 300 300 300 300 300
TOTAL REVENUES COLLECTED 1,859 1,885 1,450 1,450 1,450 1,450 1,450 1,450
FTE BY EMPLOYMENT TYPE:
REGULAR 77.1 74.6 70.3 76.3 76.3 70.3 70.3 70.3
TEMP/SEAS/PART_TIME 1.0° 1.0 .9 4.9 4.9 .9 .9 .9
TOTAL FTE 78.1 75.6 71.2 81.2 81.2 71.2 71.2 71.2
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1998-1999 BIENNIAL BUDGET
(DOLLARS IN THOUSANDS)

AGENCY:  PLANNING, STRATEGIC & L R

FY 1998 FY 1999
Est. Agency Governor Agency Governor

SUMMARY OF AGENCY REVENUES FY 1996 FY 1997 Forecast Plan Recomm. Forecast Plan Recomm.
NON-DEDICATED REVENUE:
DEPARTMENTAL EARNINGS:

GENERAL 15 25 42 42 42 42 42 42
CAMBRIDGE DEPOSIT FUND 223 300 300 300 300 300 300 300
TOTAL NON-DEDICATED RECEIPTS 238 325 342 342 342 342 342 342
DEDICATED RECEIPTS:
DEPARTMENTAL EARNINGS:

SPECIAL REVENUE 808 806 763 763 763 763 763 763
GRANTS:

GENERAL ) 48 .
FEDERAL 179 . 405 50 50 50 50 50 50
OTHER REVENUES:

GIFT 383
OTHER SOURCES:

GENERAL : 162 317 295 295 295 295 295 295
SPECIAL REVENUE 21 32

GIFT 20 B

TOTAL DEDICATED RECEIPTS 1,621 1,560 1,108 1,108 1,108 1,108 1,108 1,108
AGENCY TOTAL REVENUES 1,859 1,885 1,450 1,450 1,450 1,450 1,450 1,450
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F.Y. 1998-99 BUDGET INITIATIVE

AGENCY: Strategic and Long Range Planning, Office of
PROGRAM: Strategic and Long Range Planning
ACTIVITY: Strategic and Long Range Planning

ITEM TITLE: Teen Courts

1998-99 Biennium 2000-01 Biennium

F.Y. 1998 F.Y. 1999 F.Y. 2000 F.Y. 2001
Expenditures: ($000s)
General Fund
-State Operations $75 $75 $75 $75
- Local Grants $1,425 $1,425 $1,425 $1,425
Revenues: ($000s)
General Fund $-0- $-0- $-0- $-0-

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

GOVERNOR’S RECOMMENDATION:

The Govemor recommends a $3,000,000 biennial increase to provide for a teen court system where
youthful offenders are held accountable for their illegal behavior through a sentence imposed by a
jury of their peers. It is part of the Governor’s overall anti-crime initiative that totals $58.2 million
for the 1998-99 Biennium. In addition to these funds for Minnesota Planning, the initiative in-
cludes funds for the Departments of Corrections, Military Affairs, Children Families & Leamning,
and Public Safety.

RATIONALE:

Teen courts are effective diversionary programs that deter youthful offenders from future illegal
behavior. With the increase in violent crimes committed by juveniles, the juvenile justice system
and law enforcement have been forced to focus most of their efforts and resources on the most seri-
ous juvenile offenders. This shift leaves the courts and law enforcement with very little time to ef-
fectively address the needs of youth experiencing their first brush with the law, a group of youth for
whom early intervention is especially effective.

A statewide teen court program offers Minnesota communities the chance to provide immediate and
appropriate consequences to youth who have committed nonviolent misdemeanor and petty misde-
meanor offenses. At the same time, the programs offer youth in the community an opportunity to
actively participate in a meaningful way in their community by volunteering as members of the
program.

Grants to the judicial branch is the most effective way to establish a statewide system within an
existing structure that lends authority to the program. The Supreme Court will adopt rules and pro-
cedures for the operation of teen courts to provide local judicial districts with basic guidelines for

the programs.

PROGRAM OUTCOMES:

Teen court programs developed and implemented in each judicial district

Reduced recidivism rates for teens statewide and within each judicial district

Community outcomes developed and measured by each teen court

Increased hours of community service by teens

Completion of sentences by teen offenders

Increased understanding of the criminal and juvenile justice systems and statutes by youth vol-
unteers and offenders

LONG-TERM IMPACT:

Teen courts will:

® provide an effective preventative, community-based alternative to formal processing through
the juvenile justice system and reduce the backlog in juvenile courts;

8 underscore the state’s commitment to restorative justice principles by requiring accountability
through accepting responsibility for actions and repairing the harm caused to the victim and
community;

B use teen peer pressure in a positive way and engage youth as key decision makers in their com-
munities;

B invest state financial resources efficiently and effectively in a program that provides an educa-
tional forum for youth to learn about the criminal justice system in addition to observing or
experiencing its deterrent effect on young offenders;

8 hold youthful offenders accountable earlier in the process through swift consequences for acts;

provide education and hands-on experience with the justice system to youth volunteers; and

& build on state and community efforts to develop community outcomes, collect data and evaluate
program effectiveness in a uniform manner.
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1998-99 BIENNIAL BUDGET

" PROGRAM STRUCTURE
AGENCY: Administration, Department of

PROGRAM

OPERATIONS MANAGEMENT
Risk Management
‘Materials Management
Travel Management
Communications.Media
Minnesota Office on Citizenship and Volunteer Services (MOCVS)

INTERTECHNOLOGIES GROUP
InterTech
9-1-1 Emergency Services

FACILITIES MANAGEMENT
Real Estate Management
Plant Management
Building Codes and Standards
Building Construction

ADMINISTRATIVE MANAGEMENT
Fiscal and Human Resources
Executive Support
Developmental Disabilities Council (DDC)
System of Technology to Achieve Results (STAR)
State Employee Assistance Program (EAP)
LCMR Grants
State Archaeologist

INFORMATION POLICY OFFICE
Information Strategies and Planning (ISPD)
Government Information Access Council
Intergovernmental Information Systems Advisory Council
Public Information Policy Analysis (PIPA)

MANAGEMENT ANALYSIS
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1998-99 Biennial Budget

Agency Budget Brief
($ in thousands)
Agency: Administration, Department of Fund: General
Summary of Agency Actions: Brief Explanation of Agency Plan:
F.Y. 1998 F.Y. 1999 F.Y. 98-99 The F.Y. 1998-99 agency budget plan calls for same-level funding for its core programs and

activities with the following exceptions:
BASE-YEAR (F.Y. 1 8 The plan calls for additional biennial fundi f $305,000 for the Division of State Buildi
e e plan calls for additional biennial ing o , or the Division of State Building
Appropriations (F.Y. 1997) $13,759 $13,759 $27,518 Construction to provide increased services to further meet customer needs.

SE STMENT 2 [t provides $50,000 to the Developmental Disabilities Council for direct care worker training.
One-time Appropriations (1,540) (1,479 (3,019 Revenue Summary:
Program/Agency Sunsets (503) (514) (1,017) .
Transfers Between Agencies 41 41 82 There are no impacts on revenue.
1997 Salary Supplement Transfers 5 5 10
1998-99 Compensation Inflation 242 492 734 Affected Statutes:
DOC Space Rent/Lease Incr/Decreases 87 110 197
None.
BASE LEVEL (for 1998 and 1999) $12,091 $12,414 $24,505

GOVERNOR’S RECOMMENDATIONS:

AGENCY DECISION ITEMS
The Governor recommends a General Fund level of $57,115,000 for the biennium, which incorporates

State Bldg. Construction 165 140 305 initiatives for the following: $325,000 for Statewide Disaster Recovery Planning; $1,660,000 for
Direct Care Worker Training 25 25 50 Network/Telecommunications; $25,000,000 for the Minnesota Year 2000 Project; $270,000 for a
grant to the Minnesota Children’s Museum, and $5 million for a Business Customer Service initiative.
AGENCY PLAN (for 1998 and 1999) $12,281 $12,579 $24,860
GOVERNOR'’S INITIATIVES
Disaster Recovery 150 175 325
Network/Telecommunications 724 936 1,660
Year 2000 Project 12,500 12,500 25,000
Children’s Museum Grant 135 135 270
Business Customer Service 2,500 2,500 5.000
GOVERNOR’S RECOMMENDATIONS $28,290 $28,825 $57,115
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Agency: Administration, Department of

Summary of Agency Actions:

BASE-YEAR (F.Y. 1
Appropriations (F.Y. 1997)

BASE ADJUSTMENT

1997 Salary Supplement Transfers
Projects Funded by LCMR

BASE LEVEL (for 1998 and 1999)
AGENCY DECISION ITEMS

AGENCY PLAN (for 1998 and 1999)

GOVERNOR’S INITIATIVES

GOVERNOR’S RECOMMENDATIONS

1998-99 Biennial Budget
Agency Budget Brief
‘ ($ in thousands)

Fund: State Government Special Revenue

Brief Explanation of Agency Plan:

F.Y. 1998 F.Y. 1999 F.Y. 98-99 The budget plan calls for same-level funding.
Revenue Summary:
$9,724 $9,848 $19,572 There are no impacts on revenue.
Affected Statutes:
8 8 16
(821) 0- _(821) None.
$8911 $9,856 $18,767 GOVERNOR’S RECOMMENDATION:
The Governor concurs with the agency’s plan.
$8,911 $9,856 $18,767
-0- 0-- -0-
$8,911 $9,856 $18,767
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1998-99 Biennial Budget
AGENCY: Administration, Department of

AGENCY DESCRIPTION:

The mission of the Minnesota Department of Administration (Admin) is to provide business
management and administrative services that improve the quality and productivity of Minnesota
government.

Admin serves both state and local government agencies. Its primary clientele is state agencies. In 1994,
the department received broad statutory authorization to serve local government, and services to them
are expanding. The department's primary statutory duties are detailed in M.S. 16B.

The department is organized into 6 programmatic areas:

@ QOperations Management: contracting and purchasing services, sale of office supplies, sale of
surplus property, printing services, sale of state documents, mailing services, micrographic and
records storage services, risk management, and travel management services.

8 InterTechnologies: data processing, telecommunications, and 9-1-1 emergency telephone
service. .

@ Facilities Management: building construction; building, maintenance, and grounds services;
energy management; resource recycling/recovery services; parking services; leasing; and building
codes and standards.

# Administrative Management: statewide employee assistance services, fiscal and personnel
services for the department, grants administration, and administrative support to several small
agencies and programs.

@ Information Policy Office: data and technology policies, standards, and guidelines; information
planning; review of information systems budget requests; data practices.

® Management Analysis: management consulting services.

Seventy-two percent of the department's budget is comprised of self supporting, fee-based operations
such as data processing, printing, and vehicle rental. Ten percent of Admin's budget is federal funds,
gift monies, and agency clearing accounts. Special revenue fees generate 9% of the agency budget,
including 9-1-1 and Building Codes and Standards. General Fund appropriations for department
operations comprise 9% (see Figure A).

AGENCY ISSUES:

8 Growing demand for Admin services. Demand for Admin's core services continues to grow.
While Admin's fee-based operations can respond to increased demand by using increased revenues
to add staff and other required resources, Admin's general fund operations cannot. There is intense
competition for scarce general fund monies. Low-demand services have already been cut or
curtailed, and many cost reduction measures have already been implemented. It is difficult to find
funds internally to reallocate to meet increasing demand or to invest in new services, technology,
and productivity and quality improvements with long-term paybacks.

8 Rapidly changing Information Technology environment. During the past biennium, Minnesota
government agencies have continued to invest in the state’s telecommunications and data
processing capabilities. Increasingly, the business of government is transacted electronically.
Information is processed, archived, accessed or delivered by means of technological systems and
networks. Meetings are conducted using interactive video networks. The usefulness of this
infrastructure relies on dependability, ease of access and low cost.

Compatibility among its various components is key to leveraging usefulness. To demonstrate this
concept, several agencies recently collaborated on a pilot project to achieve network connectivity
between state and county government offices in two counties. This pilot project is only one
illustration of the many opportunities available to combine business needs and jointly leverage
the capabilities of technology in a cost-effective manner.

Year 2000. Computer programs used to support agency programs are in danger of failing in the
year 2000. Dates are typically indicated with two digits to represent the year; for example, “96"
for 1996. This means that the year 2000 would be represented with “00" and the computer
program would interpret it as 1900, not 2000. The result will be problems for any date-related
computations such as insurance, licensing or welfare benefits. This is a problem that affects all of
state government. Administration is currently working with agencies to assess the extent of the
problem and to select appropriate strategies for resolving the problem. Finding the funds to “fix”
this problem will be a challenge for the legislature as well as agencies.

Statewide Information Resource Issues. The demand for greater access to and sharing of
information and services and the rapidly changing technology landscape raise many issues that
cross organizational boundaries. Statewide strategies must be developed for addressing state
information infrastructure issues such as disaster recovery, networks, electronic commerce, public
access and geographic information systems. Finding new ways to identify and manage these
activities as well as developing new funding structures are critical challenges facing the legislature
and state agencies.

Emerging Electronic Enterprise Environment. Minnesota state agencies are using electronic
tools to conduct business and deliver service and information to customers. Public expectations
and business necessity are driving this trend. Businesses that provide services to state agencies are
doing business electronically and expect the state to have electronic capabilities. Companies doing
business in the state expect that an electronic infrastructure will be available. A statewide
electronic enterprise environment is emerging in Minnesota.

This environment will eventually provide statewide electronic access for citizens to government
services and information, a statewide electronic network infrastructure; services to support
government agencies to do business electronically; electronic commerce capabilities for all
government agencies; and statewide “management” of the electronic enterprise. The challenge
facing the legislature and state agencies is two-fold: 1) to resolve issues such as security and
privacy that have become very complex in the electronic environment; and 2) to provide ongoing
statewide funding and management for this electronic environment--a dramatic change from the
current uncoordinated piece-by-piece or agency-by-agency approach.

Deferred maintenance and repair of state buildings. The state has long deferred the adequate
maintenance and repair of many of its buildings, reducing their useful life, increasing operating
costs, and creating a large backlog of critical repairs. The state's capital reform efforts are
beginning to address the problem in the capital budget, but long-term solutions are needed in
agency operating budgets.

Over-reliance on leasing state office facilities. The state owns only 30% of the office space it
needs for state agency operations in the Twin Cities. The state leases over 2 million square feet
of office space scattered throughout the Twin Cities; it has not built a central office facility since
1967. The department's long-range strategic plan for locating state agencies calls for increased
state ownership, consolidation and co-location to significantly reduce costs. Implementation of
the plan began in 1994.
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1998-99 Biennial Budget

AGENCY: Administration, Department of
(Continuation)

B State Procurement System. The department, working in conjunction with a 13-agency steering
committee, has developed a comprehensive procurement reform initiative with the intent of
dramatically changing the way the state purchases goods and services. Much of the reform
requires legislative approval. A major challenge over the biennium will be the implementation
of a procurement system that meets the following objectives: 1) to assure the best value for the
state’s dollars; 2) to maintain the highest ethical standards; 3) to simplify, streamline and
modernize the statute and process; 4) to increase flexibility for agencies; 5) to shift the
department’s focus so that its resources are directed at the larger, more complex, higher-risk
acquisitions; 6) to provide a reasonable balance of service and control on day-to-day purchasing
as the central purchasing authority; 7) to redefine procurement law addressing social issues; 8)
to allow for more purchasing in the local community and from small businesses; and 9) to
eliminate barriers to electronic commerce.

s Impact of the Higher Education merger. The impact of the merger on Admin and the other
staff agencies is not as yet fully known. The impact depends on the extent to which the merged
systems will develop their own administrative services unit. If they do not create their own unit,
Admin will need to expand its services to include all of the state colleges and universities.

AGENCY STRATEGIES:
The agency's budget plan is constructed to achieve the following:

# Provide quality products and services needed by state and local agencies at the lowest cost by
leveraging economies of scale;

B  Expand state and local government use of information and telecommunications technology to
deliver services, provide information, and equalize electronic access to government services and
information in urban and rural Minnesota;

B Maximize the state's investments in its information assets;

B Maximize the state's investments in.its capital assets;

B Improve state government's management and business practices.

See the agency’s Performance Report, dated November 1996, for agency goals, objectives, and
outcomes.

REVENUE SUMMARY:

Admin's dedicated revenues, such as parking funds, 9-1-1 funds, and membership funds are expected
to remain stable over the next biennium. Dedicated federal funds are expected to decrease. Non-
dedicated receipts are collected for the building codes and standards activity.

SUMMARY OF BUDGET REQUEST:

The FY 1998-99 agency budget plan calls for same-level funding for its core programs and activities

with the following exceptions:

B Additional biennial funding of $305,000 for the Division of State Building Construction to provide
increased services to further meet customer needs.

B $50,000 in biennial funding to the Developmental Disabilities Council for continuation of the

program of education and training of direct care workers.

8  Total revenue (surcharge and fees) collected by the Building Codes and Standards Division to be
deposited to the dedicated special revenue fund and appropriated to the Commissioner of
Administration to meet the statutory responsibilities of administering and enforcing the state
building code.

B Funding for 2 LCMR grants.

GOVERNOR’S RECOMMENDATIONS:

The Governor recommends a funding level of $116,701,000 for the biennium, which incorporates
initiatives for the following: $325,000 for Statewide Disaster Recovery Planning; $1,660,000 for the
Network/Telecommunications Collaboration effort; $25,000,000 for the Minnesota Year 2000 project;
$270,000 for a grant to the Minnesota Children's Museum; $5,000,000 for a Business Customer
service initiative; and $1,000,000 for Plant Management Facility Repair and Maintenance.
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1998-1999 BIENNIAL BUDGET
(DOLLARS IN THOUSANDS)

AGENCY:  ADMINISTRATION DEPT
FY 1998 FY 1999
Est. Base Agency  Governor Base Agency  Governor

PROGRAM RESOURCE ALLOCATION: FY 1996 FY 1997 Level Plan Recomm. Level Plan Recomm.
OPERATIONS MANAGEMENT 13,090 15,100 14,703 14,703 14,703 14,776 14,776 14,776
INTERTECHNOLOGIES GROUP 7,670 10,343 9,548 9,548 10,422 10,504 10,504 11,615
FACILITIES MANAGEMENT 9,767 9,826 9,458 10,571 11,071 9,531 10,619 1,119
ADMINISTRATIVE MANAGEMENT 5,170 5,853 3,854 4,329 4,464 3,835 3,860 3,995
INFORMATION POLICY OFFICE 1,908 3,756 1,632 1,632 16,632 1,662 1,662 16,662
MANAGEMENT ANALYSIS 555 79 584 584 584 658 658 658
TOTAL EXPENDITURES BY PROGRAM 38,160 45,672 39,779 41,367 57,876 40,966 42,079 58,825
EXPENDITURES BY FUND:
DIRECT APPROPRIATIONS:

GENERAL 12,167 15,197 12,091 12,281 28,290 12,414 12,579 28,825
MINNESOTA RESOURCES 450 450

STATE GOVERNMENT SPECIAL REVENUE 10,385 12,968 8,911 8,911 8,911 9,856 9,856 9,856
STATUTORY APPROPRIATIONS:

STATE GOVERNMENT SPECIAL REVENUE 87 530 2,402 3,350 3,350 2,402 3,350 3,350

SPECIAL REVENUE 1,835 1,653 1,584 1,584 2,084 1,576 1,576 2,076

FEDERAL 1,774 2,654 2,127 2,127 2,127 2,053 2,053 2,053
AGENCY 9,743 11,200 11,200 11,200 11,200 11,200 11,200 11,200

GIFT 2,169 1,470 1,464 1,464 1,464 1,465 1,465 1,465
TOTAL EXPENDITURES 38,160 45,672 39,779 41,367 57,876 40,966 42,079 58,825
FTE BY EMPLOYMENT TYPE:

REGULAR 239.6 253.3 245.1 262.1 280.1 245 .1 262.1 280.1

TEMP/SEAS/PART_TIME 1.8 1.5 1.5 1.5 1.5 1.5 1.5 1.5
OVERTIME 7 .6 ) .6 .6 [ .6 6
TOTAL FTE 242.1 255.4 247.2 264.2 282.2 247.2 264.2 282.2
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DEPARTMENT OF ADMINISTRATION
- FISCAL YEAR 1997 BUDGET ($160,155,700)

(71.5%) Revolving Funds (Fees) $114,474,700

(2.6%) Federal, Gift $4,124,000

(9.5%) General (Operating) $15,187,000

(7.0%) Agency (Fees) $11,200,000

(9.5%) Special Revenue (Fees) $15,160,000
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1998-99 Biennial Budget
Agency Level Revenue Summary

Agency: Administration, Department of

REVENUE SOURCES:

The Department generates both non-dedicated revenue and dedicated revenue. Most of the non-
dedicated revenue is currently generated through fees charged for plan reviews, permits, and
surcharges by the Building Codes and Standards Division and deposited in the state government
special revenue fund. It is estimated that $2.9 million will be generated in F.Y. 1997. An estimated
$250,000 in non-dedicated revenue will be deposited in the general fund from the Resource Recovery
Program.

A variety of dedicated revenue is generated by the Department. An estimated $7.8 million will be
deposited to the state government special revenue fund in F.Y. 1997 for 9-1-1 Emergency Services
and Building Codes and Standards fees, permits, and surcharges. In addition, $1.7 million is estimated
to be deposited to the special revenue fund for parking fees charged to state employees and users of
state-operated parking facilities.

The Department is expected to receive LCMR grant funds totaling $875,000 in F.Y. 1997 that are
deposited to the state government special revenue fund. Federal grants totaling $1.8 million are
received for the Division of State Building Construction (Veterans Homes Projects), the Developmen-
tal Disability Council, and for the System of Technology to Achieve Results (STAR) Program.

Dedicated agency funds are generated by postage fees for metering and processing federal mail. This

activity is expected to generate $11 million in F.Y. 1997.

Dedicated gift funds are estimated at $1.5 million in F.Y. 1997. Gifts in excess of $1.4 million are
expected as matching funds for federal dollars used in Veterans Homes Projects.

FEE STRUCTURE:

Supported by various state statutes, Administration provides effective enforcement of the State
Building Code for plan reviews, inspections, and consumer complaints of buildings, state-licensed
facilities, elevators, manufactured structures, and modular buildings. The State Building Code
provides basic and uniform performance standards, establishes reasonable safeguards for health,
safety, welfare, and comfort and security of residents of this state, and provides for the use of modern
construction methods, devices, materials, and techniques. Fees are established to recover the cost of
providing these services. These business and industrial regulatory charges are categorized into four
fee structures: 1) HUD sales; 2) mobile home permits and licenses; 3) plan reviews, plant inspections,
and licenses; and 4) building permit surcharges.

The Department is granted the statutory responsibility of coordinating the implementation of 9-1-1
emergency telephone services. The 9-1-1 emergency number system is designed to provide the public
* with immediate access to emergency services. 9-1-1 saves time for the caller and reduces overall
response time for all emergency service providers. Enhanced 9-1-1 systems provide vital location
and/or telephone number information to emergency service providers. This service is provided
through fees generated by special taxes and assessments to telephone users.

There are 3 federal programs where the Department of Administration is required to be the recipient
agency or has been designated the recipient agency by executive order. Federal statutes, rules,
regulations, and guidelines are followed in the use of these funds. Discretion is provided to the state
in the use of these grants based on applications submitted by the Department, which are established
to recover the cost of providing the services.

RECENT CHANGES:

Revenue flow has remained relatively constant during the past two fiscal years. Some increases have
occurred due to demand/user changes. A 9-1-1 fee increase is anticipated at some point in F.Y 1999
to cover program costs related to actions of the Metropolitan Radio Board. Any increase will be
within the statutorily set fee range of not less than 8 cents nor more than 30 cents per month on each
telephone line. The current rate is set at 22 cents.

FORECAST BASIS:

LCMR grants for the Oil Overcharge Program have been reduced in F.Y. 1997 and are expected to
end in F.Y. 1998. With the changes taking place in federal allocations, funding decreases are
anticipated over the next biennium.

DECISION ITEMS:
The Department is proposing that the total revenue (surcharge and fees) collected by the Building
Codes and Standards Division be deposited to the dedicated special revenue fund and appropriated to

the commissioner of administration to meet the statutory responsibilities of administering and
enforcing the state building code.
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1998-1999 BIENNIAL BUDGET

(DOLLARS IN THOUSANDS)

AGENCY:  ADMINISTRATION DEPT
FY 1998 FY 1999
Est. Agency  Governor Agency  Governor

SUMMARY OF AGENCY REVENUES FY 1996 FY 1997 Forecast Plan Recomm. " Forecast Plan Recomm.
NON-DEDICATED REVENUE:
DEPARTMENTAL EARNINGS:

STATE GOVERNMENT SPECIAL REVENUE 2,901 2,900
DEPARTMENTAL EARNINGS (INTER-AGENC

GENERAL 250 250 127 127 127 244 244 244
OTHER SOURCES:

GENERAL 4 8 3 3 3 3 3 3
TAXES:

GENERAL 179
TOTAL NON-DEDICATED RECEIPTS 3,334 3,158 130 130 130 247 247 247
DEDICATED RECEIPTS:
DEPARTMENTAL EARNINGS:

STATE GOVERNMENT SPECIAL REVENUE 7,421 7,778 11,536 11,536 11,536 11,781 11,781 11,781
DEPARTMENTAL EARNINGS (INTER-AGENC

SPECIAL REVENUE 1,489 1,765 1,692 1,692 1,692 1,738 1,738 1,738
AGENCY 175 200 200 200 200 200 200 200
GRANTS:

STATE GOVERNMENT SPECIAL REVENUE 2,044 875 821 821 821

FEDERAL 2,485 1,810 2,127 2,127 2,127 2,053 2,053 2,053
OTHER REVENUES:

STATE GOVERNMENT SPECIAL REVENUE 136 149

SPECIAL REVENUE 409 330 194 194 194 195 195 195
AGENCY 9,620 11,001 11,000 11,000 11,000 11,000 11,000 11,000

GIFT 1,465 1,481 1,414 1,614 1,614 1,415 1,415 1,415
TOTAL DEDICATED RECEIPTS 25,244 25,389 28,984 28,984 28,984 28,382 28,382 28,382
AGENCY TOTAL REVENUES 28,578 28,547 29,114 29,116 29,114 28,629 28,629 28,629

PAGE F-177



F.Y. 1998-99 Biennial Budget
Federal Funds Summary
Administration, Department of

Estimated Estimated
Related State Primary SFY 96 SFY 97 SFY 98 SFY 99
Federal Program Spending Purpose Revenues Revenues Revenues Revenues
State operations
Veterans Home Administration Yes 916 18 662 662
Developmental Disabilities Assistance Grants -
Yes Individuals 621 1,015 964 964
National Institute on Disability and State Operations
Rehabilitation Research No 948 777 501 427
Agency Total n/a n/a 2,485 1,810 2,127 2,053
FEDERAL FUNDS SUMMARY:

The Department of Administration is the recipient of three federal grants. Overall, federal funds fell 27 % from F.Y. 1996 to F.Y. 1997, are expected to increase by 18% in F.Y. 1998 and again will
fall by an estimated 3% in F.Y. 1999. )

The Veterans Home Administration grants federal funds to the Department to build and repair Veterans Homes. These funds involve a 65/35 match requirement. The most recent matches have been
from local units of government (cities and counties). These matching funds are deposited to the gift fund. Previously, the match has been from a capital budget request. Construction projects eligible
for federal funding are identified during the capital budget process.

The Developmental Disabilities Council (DDC) receives an annual federal budget of approximately $1 million. The 75/25 match requirement is satisfied by a $46,000 general fund appropriation, with
the balance being met by grant recipients. This activity integrates children and adults with developmental disabilities into the natural life of the community. It builds a comprehensive consumer-and-
family-centered system through training, advocacy, and services. Not less than 65% of the federal grant award must be allocated to individuals for projects that are designed to promote and achieve
previously determined DDC goals and objectives. Delays in settling the federal 1996 budget and proposed funding reductions caused staff reductions, delays in preparing work and administrative
spending plans, and reductions in administrative spending. This was done in an effort to avoid disruptions in grant activities, to continue to meet contractual obligations, and to continue to carry out
mandated duties and responsibilities. Federal awards are expected to remain fairly level over the next biennium. Staffing and other administrative expenses are projected to increase accordingly.

STAR (A System of Technology to Achieve Results) is funded through a grant by the National Institute of Disability and Rehabilitation Research. The federal mandate is to develop and implement a
statewide, comprehensive consumer-responsive program of technology-related assistance to individuals of all ages with disabilities through advocacy and systems change. Decreased federal funding
in F.Y. 1997 and statutorily mandated decreases of 25% in F.Y. 1998 and 50% in F.Y. 1999, with sunset on September 30, 1999, will reduce the ability to meet systems change and service delivery
activities of technology-related assistance. Decreased funding will limit outreach to individuals who are poor, live in rural areas, or have limited English-speaking proficiency.
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1998-99 Biennial Budget

PROGRAM: Operations Management
AGENCY: ' Administration, Department of

PROGRAM DESCRIPTION:

The Operations Management Bureau (OMB) provides a range of operating support services to state
government. These services are provided as cost-effective alternatives to decentralized administrative
services and allow agencies to focus more of their limited resources on mission-specific activities.

By statute, the OMB is responsible for the following:

Operating a central motor pool.

Operating an employee commuter van program.

Offering centralized travel services.

Operating a mailing system within the city of St. Paul.

Providing centralized printing and duplicating services.

Overseeing publication of official documents and providing for their sale.

Publishing and distributing certain state documents, including the State Register and agency
guidebook.

Providing micrographic services and products.

Purchasing supplies, materials and equipment for state agencies.

Supervising and approving all state contracts and purchasing.

Operating a cooperative purchasing program for other government entities within the state.
Administering a small business procurement program.

Coordinating federal and state surplus property disposal.

Providing supplies and equipment through a central store.

Offering insurance programs and providing related risk management services.

Operating a state information, technical assistance and promotion center for volunteer programs.
Facilitating citizen participation in local governance and public problem solving.

PROGRAM STATUS:

The OMB strives to honor the department mission by providing “services of such high quality and
value that they are sought after by our customers.” Bureau activities intended to meet this objective
during the 1996-97 biennium included the following:

B In partnership with the Department of Finance, conversion to the state’s new accounting and
procurement system and facilitation of a user advisory group to direct future improvements.
Conversion to a new payroll system that involves the mailing of employee paychecks and advices.
Development of new charge card options for fuel and general state purchases.

Initial use of EDI (electronic data interchange) technology in purchasing.

Reorganization of one division (materials management) and one function (micrographic and
records storage services) to better meet evolving customer needs.

Significant expansion of available insurance option.

8 Expansion of volunteer services into the citizenship arena.

Additionally, beginning in July 1996, the OMB formed a partnership with 12 other agencies to
conduct a comprehensive review of the state’s procurement laws and policies. Numerous
recommendations that are within the commissioner of administration’s discretion are already being
implemented. Ultimately, the degree to which this initiative is successful will be largely determined
by the legislature’s response to reform recommendations requiring amendment to existing law.

The OMB was unsuccessful in its effort--in cooperation with the Departments of Health and Human
Services-—-to implement the 1995 legislation creating a senior drug discount program. The legislation
depended on voluntary participation from the pharmaceuticals industry and it was not forthcoming.
PLANNED RESULTS:

Because the OMB operations are largely funded through fees paid by customers, it must exercise strict
business discipline to provide services that match other options in price, quality and convenience.

Key specific performance objectives for the 1998-99 biennium include the following:

8 Maintain monthly vehicle rental rates at least 50% below private sector pricing for comparable
vehicles and services.

B Maintain pricing for printing jobs at least 5% below the average private sector price for
comparable products and services.

®  Generate savings to state and local government in excess of $50 million annually as a result of
centralized acquisition services.

8 Maintain an annual operating expense ratio within our risk management division that is at least
15 % less than the insurance industry average.

BUDGET AND REVENUE SUMMARY:
This program generates dedicated revenue through its Travel Management and Minnesota Office of

Citizenship and Volunteer Services activities. Those revenues are expected to remain stable through
the 1998-99 biennium.

GOVERNOR’S RECOMMENDATIONS:

The Governor concurs with the agency’s plan.
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AGENCY:  ADMINISTRATION DEPT
PROGRAM: OPERATIONS MANAGEMENT

1998-1999 BIENNIAL BUDGET
(DOLLARS IN THOUSANDS)

FY 1998 FY 1999
Est. Base Agency  Governor Base Agency Governor

ACTIVITY RESOURCE ALLOCATION: FY 1996 FY 1997 Level Plan Recomm. Level Plan Recomm.
MATERIALS MANAGEMENT 2,500 2,985 2,590 2,590 2,590 2,646 2,646 2,646
TRAVEL MANAGEMENT 158 258 255 255 255 255 255 255
COMMUNICATIONS.MEDIA 10,120 11,505 11,518 11,518 11,518 11,528 11,528 11,528
MN OFF CITIZEN VOLUNTEER SERV 312 352 340 340 340 347 347 347
TOTAL EXPENDITURES BY ACTIVITY 13,090 15,100 14,703 14,703 14,703 14,776 14,776 14,776
EXPENDITURES BY FUND:

DIRECT APPROPRIATIONS:

GENERAL 3,305 3,811 3,424 3,424 3,424 3,496 3,496 3,496
STATUTORY APPROPRIATIONS:

SPECIAL REVENUE 32 74 70 70 70 70 70 70
AGENCY 9,743 11,200 11,200 11,200 11,200 11,200 11,200 11,200
GIFT 10 15 9 9 9 10 10 10
TOTAL EXPENDITURES 13,090 15,100 14,703 14,703 14,703 14,776 14,776 14,776
FTE BY EMPLOYMENT TYPE:

REGULAR 60.1 58.5 59.3 59.3 59.3 59.3 59.3 59.3

TEMP/SEAS/PART_TIME 3

OVERTIME .2

TOTAL FTE 60.6 58.5 59.3 59.3 59.3 59.3 59.3 59.3
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1998-99 Biennial Budget

BUDGET ACTIVITY:  Risk Management

PROGRAM:  Operations Management
AGENCY:  Administration, Department of

ACTIVITY DESCRIPTION:

The Risk Management Division provides 4 major services to the state agencies:

Manage and underwrite the risk management fund including the following four major lines of
coverage; automobile liability, automobile comprehensive and collision, general liability and
property;

Supervise, monitor and adjust losses using a loss adjusting company for the investigation and
settlement of claims. In conjunction with the attorney general’s office, select legal counsel to
defend claims that enter into litigation and manage the litigation process;

Provide risk/insurance management consulting services to state agencies on a variety of issues;
and,

Assist the agencies through evaluation of insurance needs and negotiating the purchase price of
insurance.

The division receives its funding from premiums charged to agencies for risks that are underwritten
by the risk management fund and from service charges assessed to premiums negotiated by the
division on behalf of the agencies. The division has special legislative authority under M.S. 16B.85.
The division has an advisory committee made up of representatives of state agencies, the private
sector and academia. The division operates solely on the funds generated by premium income and
service charges.

BUDGET ISSUES:

None.

REVENUE:

This activity generates revolving fund revenue (see financial page).
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BUDGET ACTIVITY:
PROGRAM:
AGENCY:

Risk Management
Operations Management
Administration, Department of

REVOLVING FUND ACTIVITY: Risk Management

1998-99 BIENNIAL BUDGET
(DOLLARS IN THOUSANDS)

Rate increases reflected by sales growth are due to additional agency's (MnSCU) participation in the Risk Management Fund for property and
liability self-insurance. The actual rates did not increase by these percentages. The property and general liability programs were added in 1996
causing sales to increase 63%

FIVE YEAR AVERAGE INCREASE/(DECREASE) 19.72%

[TYPE OF FUND: Intemal Service Fund
FUND NUMBER: 410
* OPERATIONS DATA * ° FINANCIAL DATA *
ACTUAL ACTUAL ESTIMATED PROJECTED PROJECTED ACTUAL ACTUAL ESTIMATED
FY 1995 FY 1996 FY 1997 FY 1998 FY 1999 FY 1995 FY 1996 FY 1997
IOPERATING REVENUES: ASSETS:
NET SALES 3,396.5 5,653.0 6,059.2 6,362.2 6,680.3|| CURRENT ASSETS:
LESS: COST OF SALES
CASH 3,974.9 6,034.7 6,827.5
GROSS PROFIT ON SALES 3,396.5 5,653.0 6,059.2 6,362.2 6,680.3 OTHER CURRENT ASSETS 2548 2125 245.0
OTHER REVENUE
TOTAL CURRENT ASSETS 4,229.6 6,247.2 7,072.5
NET REVENUES 3,396.5 5,653.0 6,059.2 6,362.2 6,680.3 .
NON-CURRENT ASSETS: 15.1 10.5 12.0
LESS: OPERATING EXPENSES: TOTAL ASSETS 4,244.7 6,257.7 7,084.5
CLAIMS 2,084.0 2,206.6 2,215.0 2,768.8 3,3225
SALARIES 188.4 2746 286.2 2948 303.6
SUPPLIES & EXPENSES 1,001.8 2,098.1 2,465.2 2,835.0 2,976.7
INDIRECT COSTS 27.4 241 51.3 52.8 54.4 LIABILITIES & FUND EQUITY:
AMORTIZATION & DEPRECIATION 56 45 45 46 48
LIABILITIES:
TOTAL OPERATING EXPENSES 3,307.1 4,608.0 5,022.2 5,956.0 6,662.0
CURRENT LIABILITIES:
DUE GENERAL FUND - CURRENT
OPERATING INCOME (LOSS) 89.4 1,045.0 1,037.0 406.2 18.3 MASTER LEASE - CURRENT
OTHER CURRENT LIABILITIES 3,569.1 5,695.9 6,182.1
INON-OPERATING REVENUES (EXPENSES) 254.4 2046 210.0 231.0 254.1 TOTAL CURRENT LIABILITIES 3,569.1 5,695.9 6,182.1
NON-CURRENT LIABILITIES:
NET INCOME (LOSS) 343.8 1,249.6 1,247.0 637.2 2724 DUE GENERAL FUND - NON-CURRENT
MASTER LEASE - NON-CURRENT
IBEGINNING RETAINED EARNINGS 243.2 659.9 542.7 889.7 876.9 OTHER NON-CURRENT LIABILITIES 15.7 19.1 12.7
PRIOR PERIOD ADJUSTMENT 72.9 (1,366.8 (S00.0) (650.0) (400.0 TOTAL NON-CURRENT LIABILITIES 15.7 19.1 12.7
ENDING RETAINED EARNINGS 659.9 542.7 889.7 876.9 749.3 TOTAL LIABILITIES 3,584.8 5715.0 6,194.8
. FUND EQUITY:
FOOTNOTES TO STATEMENTS:
June 30, 1996, FTE Employees: 5 CONTRIBUTED CAPITAL
Prior period adjustments reflect incurred but not recorded (IBNR) losses. This is necessary to accurately reflect future claim payments. RETAINED EARNINGS 659.9 542.7 889.7
TOTAL FUND EQUITY 659.9 542.7 889.7
RATE INCREASE/(DECREASE): 15.98% 63.51% 9.10% 5.00% 5.00% TOTAL LIABILITIES & FUND EQUITY 4,244.7 6,257.7 7,084.5
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1998-99 Biennial Budget

BUDGET ACTIVITY:  Materials Management
PROGRAM:  Operations Management
AGENCY:  Administration, Department of

ACTIVITY DESCRIPTION:

Materials Management Division

The Materials Management Division is responsible for purchasing, contracts, surplus property
acquisition, warehousing and disposal, and all other aspects of buying goods and services for state
agencies, including overall environmental stewardship in the use of surplus property and purchasing
products and services that are environmentally responsible.

Purchasing and Contracts

The division is responsible for the operation and oversight of purchasing activity of more that $1
billion annually, including negotiating standard requirement price contracts, as well as directly
purchasing goods and services not on contract. It also administers the Cooperative Purchasing
Venture for local units of government and the Minnesota Multi-State Governmental Contracting
Alliance in Pharmaceuticals. The division also has oversight responsibility for professional and
technical contracts.

Customer Assistance

The division’s customers include both vendors and state agencies. Its vendor management section
registers all businesses wishing to sell goods and services to the state of Minnesota. This section also
recruits and certifies targeted group and economically disadvantaged businesses that are eligible for
the Small Business Procurement Program. The division operates a Helpline, which provides a prompt
response to inquiries directly or by referring questions to the proper area.

Stores and Surplus Services

The division provides centralized services related to the acquisition, merchandisinig, distribution and
disposal of federal and state personal property to state agencies, local units of government, and
eligible private, nonprofit agencies. It also sells office supplies and products to state agencies and
other units of government.

Business Management
The division manages the procurement-related business functions of the Minnesota Accounting and

Procurement Systems (MAPS). This is the system agencies use to communicate purchase needs and
which the division uses for bid awards and generation of purchase orders.

BUDGET ISSUES:

A procurement reform project initiated by the materials management organization will enable the
division to redirect resources in order to improve its services and provide more authority to its
customers.

REVENUE:

This activity generates revolving fund revenue (see financial page).
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AGENCY:  ADMINISTRATION DEPT
PROGRAM: OPERATIONS