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To the 2005 Legislature:

On behalf of Governor Pawlenty, I am pleased to submit the Minnesota Department of Health’s budget
recommendation for the FY 2006-07 budget. This budget consists of $132.165 million from the state’s General
Fund and $698.186 million from other funds.

The Minnesota constitution affirms that protecting, maintaining
and improving the public’s health is a duty that falls on
government. In Minnesota, the public health system is a
state/local partnership. As the graphic indicates, almost two-
thirds of our funding is passed on to our partners: local public
health agencies, community-based organizations, educational
institutions, and tribal governments. Together, we will focus on
the core activities that protect the public’s health and that
advance the health status of individuals and communities.

The 2006-2007 budget is based on priorities that focus on core
public health functions at the state level:

• Protecting the public from infectious diseases outbreaks and food borne illnesses
• Ensuring that Minnesotans continue to receive high quality care through their HMOs, hospitals and nursing

homes
• Working to reduce injury, chronic disease, and address maternal and child health needs
• Helping policy makers find ways to contain health care costs
• Monitoring environmental factors that affect the public’s health

Our 2006-07 budget is also based on priorities that focus on public health activities that take place at the local and
community level:

• Working closely with communities and tribal governments to help reduce health disparities
• Supporting and working closely with local public health agencies to maintain a strong public health system

across the state

We look forward to working with the legislature in the coming months.

Sincerely,

Dianne Mandernach
Commissioner
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Direct Appropriations by Fund
Environment & Natural Resource

Current Appropriation 131 132 132 132 264
Recommended 131 132 0 0 0

Change 0 (132) (132) (264)
% Biennial Change from 2004-05 -100%

General
Current Appropriation 60,116 61,652 61,652 61,652 123,304
Recommended 60,116 61,652 64,284 68,615 132,899

Change 0 2,632 6,963 9,595
% Biennial Change from 2004-05 9.1%

State Government Spec Revenue
Current Appropriation 32,880 32,617 32,617 32,617 65,234
Recommended 32,880 32,617 36,307 36,706 73,013

Change 0 3,690 4,089 7,779
% Biennial Change from 2004-05 11.5%

Health Care Access
Current Appropriation 6,273 6,273 6,273 6,273 12,546
Recommended 6,273 6,273 6,216 6,216 12,432

Change 0 (57) (57) (114)
% Biennial Change from 2004-05 -0.9%

Expenditures by Fund
Direct Appropriations

Environment & Natural Resource 75 188 0 0 0
General 59,303 63,640 64,284 68,615 132,899
State Government Spec Revenue 23,875 37,969 36,307 36,706 73,013
Health Care Access 5,594 6,842 6,216 6,216 12,432
Remediation 179 221 0 0 0

Open Appropriations
State Government Spec Revenue 135 164 164 164 328
Health Care Access 30 33 33 33 66
Medical Education & Research 75,344 82,694 84,394 88,816 173,210

Statutory Appropriations
Drinking Water Revolving Fund 479 479 658 658 1,316
Special Revenue 43,799 48,602 39,739 40,154 79,893
Federal 166,868 186,923 177,171 176,426 353,597
Federal Tanf 5,686 6,289 6,000 6,000 12,000
Gift 94 255 43 43 86

Total 381,461 434,299 415,009 423,831 838,840

Expenditures by Category
Total Compensation 88,523 101,834 101,130 101,698 202,828
Other Operating Expenses 56,476 80,103 67,487 68,748 136,235
Payments To Individuals 73,836 75,526 75,377 75,377 150,754
Local Assistance 162,626 176,836 171,215 178,208 349,423
Transfers 0 0 (200) (200) (400)
Total 381,461 434,299 415,009 423,831 838,840
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Expenditures by Program
Community & Family Hlth Promo 179,691 198,846 186,558 188,546 375,104
Policy Quality & Compliance 105,405 119,914 117,649 121,686 239,335
Health Protection 66,801 83,011 77,896 78,307 156,203
Minority & Multicultural Hlth 7,502 7,991 7,658 7,658 15,316
Administrative Support Service 22,062 24,537 25,248 27,634 52,882
Total 381,461 434,299 415,009 423,831 838,840

Full-Time Equivalents (FTE) 1,323.9 1,351.8 1,377.2 1,373.4
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Fund: ENVIRONMENT & NATURAL RESOURCE
FY 2005 Appropriations 132 132 132 264

Technical Adjustments
One-time Appropriations (132) (132) (264)

Subtotal - Forecast Base 132 0 0 0
Total Governor's Recommendations 132 0 0 0

Fund: GENERAL
FY 2005 Appropriations 61,652 61,652 61,652 123,304

Technical Adjustments
Current Law Base Change (7) (7) (14)
Transfers Between Agencies 3,043 3,043 6,086

Subtotal - Forecast Base 61,652 64,688 64,688 129,376

Change Items
Operations Support 0 722 2,583 3,305
Grant Reductions 0 (1,543) (1,543) (3,086)
Positive Alternatives Program 0 0 2,500 2,500
Methamphetamine Lab Remediation 0 100 100 200
Complementary and Alternative Practice 0 (65) (65) (130)
State Trauma System 0 382 352 734

Total Governor's Recommendations 61,652 64,284 68,615 132,899

Fund: STATE GOVERNMENT SPEC REVENUE
FY 2005 Appropriations 32,617 32,617 32,617 65,234

Technical Adjustments
One-time Appropriations (213) (213) (426)
Transfers Between Agencies (323) (323) (646)

Subtotal - Forecast Base 32,617 32,081 32,081 64,162

Change Items
Adverse Health Event Reporting 0 335 335 670
Drinking Water Protection Program 0 381 635 1,016
Food Manager's Certification Program 0 62 62 124
Food, Beverage & Lodging Program 0 1,552 1,552 3,104
Lab Certification Program 0 186 186 372
Plumbing Program 0 250 250 500
Well Management Program 0 356 601 957
Vital Records Program 0 1,104 1,004 2,108

Total Governor's Recommendations 32,617 36,307 36,706 73,013

Fund: HEALTH CARE ACCESS
FY 2005 Appropriations 6,273 6,273 6,273 12,546

Technical Adjustments
One-time Appropriations (57) (57) (114)

Subtotal - Forecast Base 6,273 6,216 6,216 12,432
Total Governor's Recommendations 6,273 6,216 6,216 12,432
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Fund: STATE GOVERNMENT SPEC REVENUE
Planned Open Spending 164 164 164 328
Total Governor's Recommendations 164 164 164 328

Fund: HEALTH CARE ACCESS
Planned Open Spending 33 33 33 66
Total Governor's Recommendations 33 33 33 66

Fund: MEDICAL EDUCATION & RESEARCH
Planned Open Spending 82,694 84,394 88,816 173,210
Total Governor's Recommendations 82,694 84,394 88,816 173,210

Fund: DRINKING WATER REVOLVING FUND
Planned Statutory Spending 479 658 658 1,316
Total Governor's Recommendations 479 658 658 1,316

Fund: SPECIAL REVENUE
Planned Statutory Spending 48,602 39,739 40,154 79,893
Total Governor's Recommendations 48,602 39,739 40,154 79,893

Fund: FEDERAL
Planned Statutory Spending 186,923 177,171 176,426 353,597
Total Governor's Recommendations 186,923 177,171 176,426 353,597

Fund: FEDERAL TANF
Planned Statutory Spending 6,289 6,000 6,000 12,000
Total Governor's Recommendations 6,289 6,000 6,000 12,000

Fund: GIFT
Planned Statutory Spending 255 43 43 86
Total Governor's Recommendations 255 43 43 86

Revenue Change Items

Fund: STATE GOVERNMENT SPEC REVENUE
Change Items

Adverse Health Event Reporting 0 335 335 670
Drinking Water Protection Program 0 0 1,433 1,433
Food Manager's Certification Program 0 91 91 182
Food, Beverage & Lodging Program 0 1,326 1,326 2,652
Lab Certification Program 0 160 215 375
Plumbing Program 0 (5) (5) (10)
Well Management Program 0 0 551 551
Occupational Therapy Fee Suspension 0 (254) (254) (508)
Vital Records Program 0 1,420 1,420 2,840
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Fiscal Impact ($000s) FY 2006 FY 2007 FY 2008 FY 2009

General Fund
Expenditures 0 0 0 0
Revenues 0 0 0 0

State Gov’t Special Revenue Fund
Expenditures $335 $335 $335 $335
Revenues $335 $335 $335 $335

Net Fiscal Impact $0 $0 $0 $0

Recommendation
The Governor recommends an appropriation of $335,000 from the State Government Special Revenue (SGSR)
fund to provide ongoing funding for the 2003 Adverse Health Event Reporting law. The law was fully implemented
on 12-6-04 using non-state funds as required by statute. The Governor also recommends a corresponding
increase in revenues from an increase in fees for hospitals and outpatient surgical centers, to recover these costs.

Background
The Adverse Health Events Reporting Law -- passed during the 2003 legislative session and modified again in
2004 – will provide health care consumers with information on how well hospitals and outpatient surgical centers
are doing at preventing adverse events. Examples of the 27 types of incidents that will be tracked and publicly
reported include wrong-site surgery, retention of a foreign object in a patient after surgery, and death or serious
disability associated with medication error. The law requires that hospitals disclose when any of these 27 events
occur and requires MDH to publish annual reports of the events by facility, along with an analysis of the events,
the corrections implemented by facilities and any recommendations for improvement in Minnesota. The reporting
system established by this law provides facilities with information, tools and techniques to prevent the most
serious kinds of medical errors.

The law was in its “transition period” from 7-1-03 to 12-6-04. All reports during the transition period were reported
only to the Minnesota Hospital Association. The law has moved to full implementation and the event reports,
findings of root cause analyses and the corrective action plans have been received by the Minnesota Department
of Health (MDH) since 12-6-04.

MDH activity relating to the Adverse Events Act includes:
♦ Tracking, assessing and analyzing the incoming reports, findings and corrective action plans.
♦ Determining patterns of failure, if any, and successful methods to correct system problems.
♦ Sharing findings with individual facilities, providing follow-up and feedback as needed.
♦ Educating facilities across the state regarding best preventive practice.
♦ Monitoring national efforts and those in other states to ensure consistency and best practice in the MN law

and proposing modifications to Minnesota’s law.
♦ Publishing an annual report of events and corrective actions and communicating with purchasers and the

public about lessons learned to improve health care quality.

Additional information on the adverse health events law and MDH patient safety activities is available at:
www.health.state.mn.us/patientsafety

Relationship to Base Budget
All activity, through 6-30-05 will be funded with non-state funds ($250,000 for the FY 2004-05 biennium). There is
no base budget for this activity in the FY 2006-07 biennium. Ongoing funding of $335,000 per year is needed
starting 7-1-05 to perform the tasks identified above. An increase in hospital and outpatient surgical center fees is
proposed to provide the funding needed for the Adverse Event Reporting Law. These fees were last adjusted in
FY 2003. Details of the proposed fee changes are outlined below:

http://www:health.state.mn.us/patientsafety
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Facility Type
(number of facilities)

Fee Structure -- Current Fee Structure --
Proposed

Fee Structure --
Difference

Base Fee Per Bed
Fee*

Base Fee Per Bed
Fee

Base Fee Per Bed
Fee

Joint Accredited
Hospitals (73) $7,055 $0 $7,555 $13 $500 $13

Non- Joint Accredited
Hospitals (64) $4,680 $234 $5,180 $247 $500 $13

Out-Patient Surgical (32) $1512 $0 $3,349 $0 $1,837 $0
∗ There are 16,540 total licensed hospital beds in Minnesota.

This level of funding would support 1 FTE at MDH and would allow for contracting activities from private
organizations with expertise in hospital and surgical center operations, root cause analyses, corrective action
plans and analysis of the reported information.

Key Measures
This law provides a way to identify problems and solve them so they don’t happen again. With the disclosed
information and the public reports, consumers will have a way to evaluate whether progress is being made toward
making health care safer. We anticipate between 150 and 250 events will be reported each year. Over time, the
reported events can be tracked for trends in the frequency and types of events occurring in Minnesota health
facilities. Corrections and preventive measures will be collected and reported statewide. Reoccurrence of events
after corrections were put in place will be tracked so that the effectiveness of various preventive strategies can be
evaluated and evidence-based improvements can be shared with other facilities.

Statutory Change : The Minnesota Statute that covers the hospital and outpatient surgical center fees is
144.122.
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Fiscal Impact ($000s) FY 2006 FY 2007 FY 2008 FY 2009

General Fund
Expenditures $722 $2,583 $2,583 $2,583
Revenues 0 0 0 0

Net Fiscal Impact $722 $2,583 $2,583 $2,583

Recommendation
The Governor recommends a General Fund appropriation increase of $722,000 in FY 2006, and $2.583 million
in FY 2007 to support the increased operational expenses attributable to the Department of Health’s (MDH) new
buildings. These facilities include a state-of-the art laboratory that accommodates new technology, increases
security and safety, and facilitates more efficient staff interaction. The office building brings the department's
staff closer together for more effective working relationships and enables use of more efficient
telecommunication technology.

Background
The 2002 legislature authorized the construction of a new public laboratory, and the Orville Freeman State Office
Building for the Departments of Health and Agriculture. In the fall of 2005, MDH’s Public Health Laboratory,
Infectious Disease Epidemiology and Control Division, Environmental Health Division, Office of Emergency
Preparedness, Office of Minority and Multicultural Health, and Administrative Support Services will move into the
new buildings. The remaining divisions will be consolidated into leased office space in the Golden Rule building
downtown St. Paul, with a few work groups in the Snelling Office Park.

The Department of Administration’s estimate of lease rates/square foot in the new buildings is nearly double that
of the existing lease rates. MDH lease costs will increase by $2.410 million in FY 2006 and $4.892 million in FY
2007.

This proposal will fund 30% of the additional lease costs in FY 2006 and 53% in FY 2007. The department will
fund the balance through administrative and operational reductions. Administrative reductions include changes in
service levels in the communications office, human resources management, financial and facilities management,
and library. Operational reductions include divisional management positions and supply and expense budgets.

Relationship to Base Budget
The General Fund base budget for leased office space is $4.354 million. Total lease costs are $6.429 million,
with the balance of the costs being funded through the agency’s indirect cost allocation applied to non-general
funding sources, such as federal funds and fee revenue.

Total lease costs will increase by 37% in FY 2006, and by 76% in FY 2007, with just over one-third of the
increase, by FY 2007, being funded through the agency’s indirect cost allocation.
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Fiscal Impact ($000s) FY 2006 FY 2007 FY 2008 FY 2009

General Fund
Expenditures ($1,543) ($1,543) ($1,543) ($1,543)
Revenues 0 0 0 0

Net Fiscal Impact ($1,543) ($1,543) ($1,543) ($1,543)

Recommendation
The Governor recommends a General Fund appropriation reduction of $1.543 million each fiscal year. This
reduction reflects the General Fund support for the Dental Loan Repayment Program ($560,000), and the Suicide
Prevention Program ($983,000).

Background
Dental Loan Repayment Program: This loan forgiveness program provides up to four years of loan repayment
(up to $15,000 annually in FY 2005) for licensed dentists (approximately 12 per year). There is a minimum
service obligation of three years. Each year a participant must deliver service totaling 25% of their yearly patient
encounters to public programs or sliding fee scale patients.

Suicide Prevention Program: This is a competitive grant program awarded most recently to 13 community-
based organizations and local health departments to provide education, outreach and advocacy services to
populations who may be at risk for suicide; educate family members, spiritual leaders, coaches, employers,
school staff, students and others on how to prevent suicide by encouraging interventions and help-seeking; and
educate populations at risk for suicide on the symptoms of depression and other psychiatric illnesses, the warning
signs of suicide, skills for preventing suicides, and making or seeking referrals to mental health care.

Relationship to Base Budget
General Fund base funding for the Dental Loan Repayment Program is $560,000 each fiscal year. The reduction
reflects the full amount of General Fund support for the program. Base funding for the Health Professional Loan
Repayment Program in the Health Care Access Fund is $740,000. This grant program will be modified to include
dentists, resulting in a reduction in the number of providers eligible for loan repayment.

General Fund base budget for the Suicide Prevention Program is $983,000 each fiscal year. This includes
funding for one FTE. Recently enacted federal funding for suicide prevention provides a possible alternative
funding source. The department will apply for this federal funding for state level suicide prevention programs.

Statutory Change: M.S. 144.1501, 144.1502, and 145.56
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Fiscal Impact ($000s) FY 2006 FY 2007 FY 2008 FY 2009

General Fund
Expenditures 0 $2,500 $2,500 $2,500
Revenues 0 0 0 0

Net Fiscal Impact 0 $2,500 $2,500 $2,500

Recommendation
The Governor recommends General Fund appropriation of $2.5 million in FY 2007 for the Positive Alternatives
Grant Program. This program will award grants to organizations that provide direct care to pregnant women and
their unborn children through counseling and supportive services. In addition, the Governor recommends that this
funding be added to the department’s base budget for FY 2008 and 2009.

Background
The abortion rate in Minnesota has remained constant over the past decade. Through abortion reporting
requirements the state has been able to gather additional data on the reasons women are choosing abortion.
Some of the most frequent responses include “economic reasons” and “does not want the child at this time.”
These explanations, as well as some of the others, can be addressed by assuring that the necessary services are
accessible to the pregnant woman.

The focus of the Positive Alternative Grant Program is to provide state support for services offered to women
facing an unexpected pregnancy. The Department of Health will develop the grant program and application
process and award grants that would be used for the following purposes:

♦ medical care, testing and medical information;
♦ pre-natal care, including nutrition information and assistance;
♦ housing assistance, including maternity home care and information;
♦ adoption services and information;
♦ education and employment assistance, family finance courses and parenting support services; and
♦ life-affirming counseling.

There are currently over 100 organizations such as pregnancy care centers, adoption agencies, maternity homes
and others that currently serve pregnant women and would be eligible for these grants. The Department of
Health would develop the grant process and application form in FY 2006 and award the grants in FY 2007.

Relationship to Base Budget
There is no base budget for this activity. This proposal would provide $2.5 million in funding, beginning in FY
2007. This funding would be included in the department’s base budget in the FY 2008-09 biennium. The funding
will support a $2.4 million grant program and one FTE.

Key Measures
Data reported in the abortion reporting requirements will be analyzed to determine the impact of these grants on
occurrence of abortions as well as the reasons for the abortions.

Statutory Change : Minnesota Statutes 145 (new statute)
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Fiscal Impact ($000s) FY 2006 FY 2007 FY 2008 FY 2009

General Fund
Expenditures $382 $352 $352 $352
Revenues 0 0 0 0

Net Fiscal Impact $382 $352 $352 $352

Recommendation
The Governor recommends a General Fund appropriation of $382,000 in FY 2006 and $352,000 in FY 2007 to
establish a statewide trauma system. The Minnesota trauma system will save lives and reduce disability by
ensuring seriously injured people are promptly transported and treated at facilities appropriate to the severity of
their injuries.

Background
Statewide trauma systems save lives. Trauma is consistently the leading cause of death for Minnesotans ages 1-
34, and among the top three causes of death at any age. One way to measure the societal impact of trauma
deaths among younger Minnesotans is “years of potential life lost” (YPPL) – the number of years between early
death from injury and an “average” age of death at 70. If we measure deaths using YPPL, Minnesota’s leading
cause of death is trauma – followed by cancer and heart disease. We are one of only nine states without any
formal components of a trauma system.

Although pockets of excellence in trauma care and prevention exist in Minnesota, there are many areas where
our citizens are isolated from trauma care resources. A statewide trauma system administered by the
Department of Health will assure that injured people are promptly transported and treated at facilities appropriate
to the severity of injury. We anticipate Minnesota’s experience upon implementing a statewide trauma system will
be similar to those of other states – typically reducing motor vehicle crash deaths by 9%, increasing survival of the
seriously injured by 15%-20%, and reducing trauma victims length of hospital stays. Statewide trauma systems
are a proven way of dramatically enhancing the survival chances of all trauma victims, regardless of proximity to
urban trauma centers.

Minnesota’s trauma system will be voluntary for hospitals that choose to participate. The trauma system is
designed to rapidly treat serious trauma injury, not medical conditions (such as heart attacks) or routine injuries
(such as simple fractures). Like all other state trauma systems, it includes: designation of trauma hospitals
according to level of trauma resources available; a quality assurance information system (“trauma registry”);
patient triage and transport protocols for pre-hospital and inter-facility transportation; and a
governing/administrative structure to address statewide support and guidelines.

From the trauma patient’s perspective, the statewide trauma system will help ensure that the time between injury
and definitive surgical care is minimized – recognizing that this time, the “golden hour,” is the most important
predictor of patient survival.

Further information on the details of the planned statewide trauma system can be found at
www.health.state.mn.us/traumasystem

Relationship to Base Budget
This will be a new activity for the Department of Health, adding $352,000 long-term to its General Fund base
budget. This funding will support 3 FTEs.

Key Measures
♦ Within five years, reduce the percentage of death from those injured in automobile crashes by 5%.
♦ Within five years, increase the percentage of survival of seriously injured people by 10%.

Statutory Change : Minn. Stats. 144 (new section), 144E.265, 357.021, and 609.101.

http://www.health.state.mn.us/traumasystem/
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Fiscal Impact ($000s) FY 2006 FY 2007 FY 2008 FY 2009

General Fund
Expenditures 0 0 0 0
Revenues 0 0 0 0

State Gov’t Special Revenue Fund
Expenditures $381 $635 $1,570 $1,570
Revenues $0 $1,433 $1,433 $1,433

Net Fiscal Impact $381 ($798) $137 $137

Recommendation
The Governor recommends that the Drinking Water Service Connection fee be increased, beginning in FY 2007,
resulting in an additional $1.433 million in revenue to the State Government Special Revenue (SGSR) fund. Also,
the Governor recommends an additional appropriation from the SGSR fund of $381,000 in FY 2006 and $635,000
in FY 2007 for the Drinking Water Protection Program, and the base funding for this program be increased by
$1.570 million each fiscal year in the following biennium.

This fee increase will ensure that all 8,300 public water supplies in Minnesota will provide safe drinking water to
Minnesota citizens and visitors to the state, and comply with the requirements of the Safe Drinking Water Act
(SDWA). This fee increase will also ensure that program costs are fully recovered, and the corresponding
expenditure meets program demands.

Background
The Minnesota Department of Health, Section of Drinking Water Protection has primary enforcement
responsibility for the federal SDWA in Minnesota. Activities of the Section include:

♦ required monitoring and analysis of drinking water;
♦ required sanitary survey inspections to ensure the integrity of the systems;
♦ source water assessments and wellhead protection to ensure safe sources of water;
♦ administration of the drinking water revolving loan fund to provide low interest loans for water system

improvements;
♦ review of engineering plans and specifications to ensure water system integrity;
♦ capacity development to ensure managerial, technical, and financial stability of the water systems;
♦ operator certification and training to ensure a reliable and educated workforce to operate water systems;
♦ technical assistance to help systems provide safe water and remain in compliance with the SDWA;
♦ enforcement for systems that are unwilling to meet health standards;
♦ public outreach through consumer confidence reports, annual state of drinking water reports, fact sheets; and

public notices of violations.

The costs to carry out the above responsibilities increases from year to year. We are projecting the costs to
increase substantially in the next biennium due to new federal requirements. The SDWA allows the
Environmental Protection Agency (EPA) to enact new rules and standards as threats to public health, through
drinking water, are determined. Five new, or modified SDWA rules are scheduled for implementation by the end
of FY 2007. These rules will require additional staffing and lab analyses. In addition to new rules, existing
laboratory analysis and staff costs will be increasing.

The Drinking Water Service Connection Fee was established at $5.21 on 7-1-92, and has not been adjusted since
that time. Program costs are exceeding annual revenues. The current fee level with projected expenses for the
program would result in a shortfall by FY 2007.
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Relationship to Base Budget
Base funding from the SGSR fund for the Drinking Water Protection program is $6.902 million. Costs are
projected to increase to $8.472 million by FY 2008-09. This represents a 23% increase in expenditures over the
four-year period.

The current Service Connection Fee is $5.21 and will be increased to $6.36 effective 7-1-06 (beginning of FY
2007). This represents a 22% increase in the fee. This fee increase will ensure that program costs are fully
recovered.

Key Measures
EPA has established key drinking water program measures to determine if state programs are successfully
implementing SDWA requirements. For example, one indicator is: “By 2005, protect human health so that 95% of
people served by community water systems receive water that meets the 1994 health-based drinking water
standards”. Another indicator is: “By 2005, improve drinking water system compliance so less than 10% of
transient non-community water systems have significant monitoring violations.” The Minnesota Drinking Water
Program is consistently ranked among the top drinking water compliance programs in the nation, and meets the
indicators established by EPA. In order to continue meeting these EPA indicators, and to ensure safe drinking
water for Minnesota citizens and visitors, the program must remain adequately funded to perform required
activities.

Statutory Change : M.S., Chapter 144.3831
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Fiscal Impact ($000s) FY 2006 FY 2007 FY 2008 FY 2009

General Fund
Expenditures 0 0 0 0
Revenues 0 0 0 0

State Gov’t Special Revenue Fund
Expenditures $62 $62 $62 $62
Revenues $91 $91 $91 $91

Net Fiscal Impact ($29) ($29) ($29) ($29)

Recommendation
The Governor recommends a fee increase for food manager certification to generate an additional $91,000 in
revenue to the State Government Special Revenue (SGSR) fund. The Governor also recommends an additional
appropriation from the SGSR fund of $62,000 each fiscal year to continue to the current level of service for the
Food Managers Certification Program. This fee increase will ensure that program expenditures are fully
recovered.

Background
Certification fees support the statewide registration of certified food managers in Minnesota for food service
establishments regulated by the Minnesota Departments of Health and Agriculture. The certification activity
ensures that there is at least one person in each food service establishment that can identify critical control points
in food preparation that prevent food borne illness and that can train other employees on safe food handling
practices. At least 7,000 applications are processed annually.

The current fees are not sufficient to support the issuance of certificates, interpretation and application of the rule,
oversight of the certification activity, data management functions, and working with educational course providers
such as the University of Minnesota. Actual revenues were below estimated revenues when the program was
implemented; staffing had to be reduced to match program income. The current fee of $15.00 for a three-year
certification will increase to $28.00 for the three-year period. A fee increase is necessary to cover increased costs
for appropriate staffing to handle the increase in volume of work and to ensure the program revenues fully recover
program costs.

Relationship to Base Budget
Base funding from the SGSR fund for the Food Managers Certification Program is $137,000 each year. The
additional $62,000 represents a 45% increase in funding. Anticipated fee revenues will increase by 75% over the
biennium.

MDH began collecting the $15 food manager’s certification fee in July 2000. ÿþýüûþýúûùúùø÷öõýôùý÷öóûþüøþýôòþýñþþý
to $28.

Key Measures
The Minnesota Food Code requires each food establishment to employ at least one state certified food manager.
A recent study has found that establishments with a certified food manager have fewer critical violations related to
food borne illness. In CY 2003, approximately 89% of establishments were in compliance with the certified food
manager requirement. The goal for CY 2004 is 94% compliance. We expect to see a corresponding decrease in
the number of critical violations issued.

Statutory Change : M.S., Chapter 157.011
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Fiscal Impact ($000s) FY 2006 FY 2007 FY 2008 FY 2009

General Fund
Expenditures 0 0 0 0
Revenues 0 0 0 0

State Gov’t Special Revenue Fund
Expenditures $1,552 $1,552 $1,552 $1,552
Revenues $1,326 $1,326 $1,326 $1,326

Net Fiscal Impact $226 $226 $226 $226

Recommendation
The Governor recommends an increase in license fees for food, beverage and lodging (FB&L) establishments to
generate an additional $1.326 million each year to the State Government Special Revenue (SGSR) fund, to
reform and modernize the Food, Beverage and Lodging Program. The Governor also recommends an additional
expenditure from the SGSR fund of $1.552 million each year to carry out these improvements.

Background
MDH license fees support the inspection activity for approximately 7,800 restaurants, bars, hotels, motels, resorts
and lodging establishments in 47 counties. In addition, the food, beverage and lodging program licenses
approximately 2,500 temporary food stands. Establishments are routinely inspected to identify and reduce risk
factors found to cause food borne illness.

Minnesota has made a commitment to the U.S. Food and Drug Administration to follow their inspection model.
This model is setting a national trend toward greater flexibility for establishments and greater consistency in
inspections. Under this model, inspections focus on reducing the risk factors that cause illness and consulting on
food security issues. This model creates a more effective program for reducing food borne illness. It is also a
more time-intensive inspection. To maintain the department’s current level of service and inspection frequency, a
license fee increase is necessary to cover increased costs for additional positions needed.

The United States Congress recently amended the Richard B. Russell National School Lunch Act requiring two
inspections of school kitchens per year instead of one inspection per year. We are proposing a new fee category
for schools to reflect the additional required inspection that will be needed.

Licensing and inspection activities are conducted by a combination of state and local government agencies. Core
components of the program, such as technical assistance and oversight, are conducted solely by MDH.
Currently, there is no central database or repository for information on all licensed food, beverage and lodging
establishments in Minnesota. Creating an integrated food safety and security information system is necessary in
order to contact establishments in the event of an emergency or national threat, to conduct analysis of current
food safety trends, and to assist the industry and the public in accurately communicating inspection activity.

A statewide hospitality fee will enable MDH to better respond to our constituents by establishing an integrated
food safety and security information system, and lessen our dependence on uncertain and declining federal
funds. Each food beverage and lodging establishment in the state (approximately 20,000) will be assessed a $35
fee.

Relationship to Base Budget
Base funding from the SGSR fund for the FB&L program is $2.535 million each fiscal year. The additional $1.552
million will support two FTEs for school inspections, four FTEs to maintain current services under the new
inspection model, and two additional FTEs to provide statewide core functions.

License fees will be adjusted as follows: fees for schools will double; fees for establishments licensed by MDH
will increase, on average, 27% (17% to maintain current services, and 10% to support statewide core functions).
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License fees for FB&L establishments were last increased in FY 2001. This fee will ensure that program costs
are fully recovered.

Key Measures
Data will be collected identifying the risk factors that cause illness. A central inspection database will be
established for all Minnesota food, beverage and lodging establishments.

Statutory Change : M.S., Chapter 157
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Fiscal Impact ($000s) FY 2006 FY 2007 FY 2008 FY 2009

General Fund
Expenditures 0 0 0 0
Revenues 0 0 0 0

State Gov’t Special Revenue Fund
Expenditures $186 $186 $186 $186
Revenues $160 $215 $140 $231

Net Fiscal Impact $26 ($29) $46 ($44)
Recommendation
The Governor recommends an increase in revenue to the State Government Special Revenue (SGSR) fund from
the laboratory certification program fee by $375,000 to support Minnesota’s Environmental Laboratory
Certification Program. The Governor also recommends a corresponding appropriation from the SGSR fund to
maintain the program’s activities. This fee increase will ensure that program costs are fully recovered.

Background
The Environmental Laboratory Certification program evaluates and inspects municipal and private laboratories
that perform testing for state and federally authorized programs (such as the federal Safe Drinking Water
program, Clean Water, Resource Conservation and Recovery program, and the Underground Storage Tank
Programs). To be certified for a specific program, the laboratory must use the techniques for data quality
assurance, and sample collection, analysis, preservation and handling specified by the U.S. Environmental
Protection Agency. The state of Minnesota must guarantee that certified laboratories perform this testing.

The state of Minnesota requires that laboratories that perform water, soil, and waste testing for government
agencies for regulatory purposes must be certified as specified in Minnesota Statute 144 and Minnesota Rule
4740. The MDH Environmental Laboratory Certification Program certifies laboratories that have provided
assurance that appropriate systems are in place to generate reliable data.

The Laboratory Certification program fees were established in 2001. The current program costs now exceed
program revenues. In addition, the proposed fee increase will cover the cost of additional staff needed to meet
the growing expectations by the laboratory community for services such as training, database management, and
technical consultations.

Relationship to Base Budget
Base funding from the SGSR fund for the Laboratory Certification program is $372,000. Costs will increase by
$186,000 each fiscal year and will be offset by a corresponding fee increase, beginning in FY 2006. The
proposed funding will support two additional FTEs.

Key Measures
ÿ Quality Assurance – The program will improve its ability to assure the quality of data from Minnesota certified

laboratories by increasing the frequency of inspections from once every three years to once every two years.
ÿ Compliance with Federal Requirements – The program will provide assurance to the U.S. Environmental

Protection Agency (EPA) that federal regulatory program testing is performed by laboratories certified to meet
EPA specifications.

ÿ Cost Effective Service Delivery - The program will continue its emphasis on minimizing costs to the regulated
community by striving for uniformity in certification programs nationwide and building reciprocal arrangements
with nearby states that are mutually beneficial.

ÿ Collaboration with Other Agencies – The program will continue to work closely with the Minnesota Pollution
Control Agency and environmental health programs within the MDH to assure the accuracy of data used to
make decisions of public health significance.

Statutory Change : Fees are established in M.S. 144.98
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Fiscal Impact ($000s) FY 2006 FY 2007 FY 2008 FY 2009

General Fund
Expenditures $100 $100 $100 $100
Revenues 0 0 0 0

Net Fiscal Impact $100 $100 $100 $100

Recommendation
The Governor recommends a General Fund appropriation of $100,000 each fiscal year for the Department of
Health (MDH) to provide technical assistance to local units of government as they develop programs to remediate
former methamphetamine (meth) lab sites.

Background
The illegal production and use of meth has been increasing in Minnesota since the late 1990s. In 2003, there
were more than 500 clandestine drug labs where methamphetamine was made (meth labs) and other meth-
related events (meth chemical dumps, anhydrous ammonia thefts) discovered in the state. Most of the meth labs
(75%) were located away from the largest Minnesota cities, in rural or semi-rural areas.

Methamphetamine is made mostly from common household ingredients. When these ingredients are mixed and
"cooked" together they make a dangerous drug and potentially harmful chemical residues that can remain on
household surfaces for months or years after "cooking" is over. There may be health effects in people exposed to
lab chemicals before, during and after the drug-making process.

At this time, one of the most serious concerns about meth lab contamination in Minnesota is human exposure to
lab chemicals in homes and other structures or vehicles where people spend a lot of time. Therefore, each meth
lab or meth chemical dump is a potential hazardous waste site, requiring evaluation, and possibly cleanup, by
hazardous waste (HazMat) professionals.

The Meth Lab Program at the MDH, in conjunction with many public and private organizations, has been working
to share resources, raise awareness, protect endangered children, provide training and equipment for first
responders and other at-risk staff, and to help Minnesota communities work together to create a strong local
response to this problem through education, training, and civil action.

In 2004, MDH meth program staff educational efforts reached an average of 2,000 individuals a month through
group presentations; answered approximately 600 technical assistance requests per month by e-mail or phone;
and provided approximately 7,500 pieces of educational material (handouts) per month. In 2004, the MDH meth
program website had over 80,000 hits. MDH’s leadership has provided the continuity for a multidisciplinary state
and local agency response in the areas of law enforcement, treatment, child protection and prevention.

The Governor is recommending a comprehensive statewide response to the growing problem of meth; a
response intended to support and augment but not replace local goals and efforts. One aspect of this legislation
is a focus on remediation of structures that have been used to manufacture methamphetamine--mandating that
state-wide remediation guidance , procedures, and outcomes developed by the MDH be applied to all clean ups
of properties contaminated by meth labs.

This proposal would be used to fund expertise in toxicology or industrial hygiene (needed to determine routes of
airborne exposure through ventilation systems, etc. and how to remediate or mitigate those exposures) and to
monitor, analyze and interpret the rapidly changing scientific research on the impacts of meth manufacturing and
exposures to children in particular. Revisions to the existing cleanup guidance will be made based on this
research and technical assistance will be provided to those individuals and taskforces implementing the
remediation criteria.
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Relationship to Base Budget
Current funding for meth-related activity at MDH is $256,000 from the General Fund, which includes 2.8 FTEs.
The proposed funding of $100,000 will support one additional FTE.

Key Measures
Staff will respond to requests for information from local units of government concerning the technical aspects of a
site-specific interior remediation of former meth lab sites (up to 1,000 requests per year).

Staff will revise MDH’s Clandestine Drug Labs General Cleanup Guidance, based upon current body of scientific
knowledge. As new scientific data is presented, related to exposures from smoking or cooking methamphetamine
indoors, program staff activities will be focused on analyzing, interpreting and applying that knowledge to revise
the cleanup guidance. It is anticipated that they will need to be revised every year for the next few years.
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Fiscal Impact ($000s) FY 2006 FY 2007 FY 2008 FY 2009

General Fund
Expenditures 0 0 0 0
Revenues 0 0 0 0

State Gov’t Special Revenue Fund
Expenditures $250 $250 $250 $250
Revenues ($5) ($5) ($5) ($5)

Net Fiscal Impact $255 $255 $255 $255

Recommendation
The Governor recommends an additional appropriation from the State Government Special Revenue (SGSR)
fund for $250,000 each fiscal year for the Plumbing Program to ensure the program meets the demand for plan
review service and associated inspections. In addition, the Governor recommends that a modification be made to
the plumbing plan review fee schedule (thereby reducing SGSR revenues by $5,000) to better align the fees with
the actual cost of service.

Background
New plumbing plan review fees were set in statute in 2003 (M.S. 326.42). These fees included an option for
accelerated review that provides for a review within 15 business days of receipt of the plan at double the cost of
the normal fee. This was an unexpectedly popular option in 2004. An appropriation increase would allow hiring
of additional staff to meet this demand for service, as evidenced by the willingness of industry to pay a double fee
for service within 15 business days. Failure to provide plan review in 15 days requires MDH to refund half the
accelerated review fee.

Secondly, language to limit the amount of fees collected for certain types of plumbing system components was
inadvertently left out of the new fee statute in 2003. Specifically, the fees for review of plumbing system
interceptors, separators, and catch basins were to be based on the number of different designs submitted for
each of these fixtures. Instead, the fee structure is based on the total number of these features in the plan. It isn’t
unusual to have multiple fixtures of the same design. However, it isn’t necessary to review each individual fixture,
and so the fee should be based on the number of unique designs for these plumbing system interceptors,
separators, and catch basins.

As a consequence of basing the fee on number of these features rather than the number of designs, the fees
collected for some projects exceed the cost of providing the plan review service. The revenue generated by these
specific fees are greater than either anticipated or necessary to provide the plan review services, and
consequently making this change will have no substantial effect on the program from either a revenue or service
standpoint. This proposal will reduce cost to the regulated community.

Relationship to Base Budget
Base funding from the SGSR fund for the Plumbing Program is $1.581 million. These funds would increase the
total program to $1.831 million (a 15% increase), and allow up to 2.5 FTEs to be added, as needed, to meet
demand for service.

Forecasted revenues for this program are $1.843 million each fiscal year. The revenue change anticipated from
clarifying the fee language is a reduction of $5,000 per year. This change is small for the department in terms of
revenue, but the savings for an individual fee payer could be relatively large.

Key Measures
The key measure for this proposal would be time required to provide plan review service. The goal would be to
complete all accelerated reviews within the maximum 15-day timeframe.

Statutory Change : M.S. 326.42
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Fiscal Impact ($000s) FY 2006 FY 2007 FY 2008 FY 2009

General Fund
Expenditures 0 0 0 0
Revenues 0 0 0 0

State Govt. Special Revenue Fund
Expenditures $356 $601 $601 $601
Revenues 0 $551 $551 $551

Net Fiscal Impact $356 $50 $50 $50

Recommendation
The Governor recommends fee increases to generate an additional $551,000 in additional revenue to the State
Government Special Revenue (SGSR) fund each fiscal year to maintain current service levels in the state Well
Management Program. The Governor also recommends a corresponding appropriation from the SGSR fund of
$356,000 in FY 2006 and $601,000 in FY 2007 to meet the program’s ongoing needs.

Background
The state Well Program performs two essential health and safety protection functions: the protection of the
drinking water for 70% of all Minnesotans; and the finding and sealing of abandoned wells, which, when buried
and forgotten, act as permanent conduits for any future contamination to drain into our deep, geologically
protected water bearing aquifers.

During the past decade, the Well Program has protected drinking water by dramatically improving the sanitary
construction of new wells. The Well Program has nearly eliminated wells constructed too close to landfills,
sewers, and septic systems; wells constructed with reject casing pipe salvaged from oil fields; and runaway
flowing wells which can wash out hillsides and permanently devalue property.

There are an estimated 750,000 abandoned wells in Minnesota, some of which are buried or bulldozed every
year, lost from memory, and thereafter threaten groundwater. This program now works actively with many
industries and private citizens to have abandoned wells properly sealed, especially at property transfer. During
the past 15 years, the well program has also overseen the permanent sealing of more than 190,000 abandoned
wells in the state, strengthening the protection of one of Minnesota’s greatest natural assets, its groundwater.

The requested funding changes are projected to adequately fund the program for the next four years and will
address increased staff costs; increasing requests from citizens for information about their wells, or technical help
with construction or water quality problems; and water testing and assistance after floods.

In addition to the above changes, the annual license fee for mineral explorers will be reinstated. Up until August
2003, Minnesota Rules, Chapter 4727 required Minnesota licensed mineral explorers to pay an annual license
free of $50. License fees for all other types of well or boring contractors have previously been moved (in 1994) to
M.S., Chapter 103I. Due to an oversight, this fee was not moved along with the others. We are therefore
proposing to reestablish the state explorer's license fee now in M.S., Chapter 103I and set it at $75, the current
statutory fee for other types of limited licenses.

Relationship to Base Budget
Base funding from the SGSR fund for the Well Management program is $3.524 million. The requested
appropriation for FY 2006-07 represents a 17% increase. Fees were last adjusted in FY2003.

Fee revenues are forecasted to increase to $4.15 million by FY 2007. The proposed changes include an increase
in: one-time fees for well notifications, permits, or variances from $150 to $175; the one-time fee for a well
sealing from $30 to $35; the annual fee for an unused well maintenance permit from $125 to $150, and; the one-
time fee for a well disclosure at property transfer from $30 to $40 (this includes a $5 increase in the portion of the
well disclosure fee kept by the county recorder to cover processing costs). These changes will increase fee
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revenue by 14%. The re-establishment of the mineral explorers’ fee will generate only $1,000 in additional
revenue.

Key Measures
Drinking Water Safety: Proper location and construction of wells protects the safety of our drinking water, and
usually eliminates the need for costly water treatment. It was estimated in 1989, when the Groundwater
Protection Act was passed, that between one third and one half of all new wells were not constructed to minimum
sanitary standards. Since that time, compliance rates have steadily increased and are now at 95%. During this
biennium, the program expects to maintain a well construction compliance rate of at least 95%.

Sealing Abandoned Wells: During this biennium, the program will oversee the permanent sealing of
approximately 20,000 more abandoned wells.

Statutory Change : Minnesota Statutes, Chapter 103I
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Fiscal Impact ($000s) FY 2006 FY 2007 FY 2008 FY 2009

General Fund
Expenditures ($65) ($65) ($65) ($65)
Revenues 0 0 0 0

Net Fiscal Impact ($65) ($65) ($65) ($65)

Recommendation
The Governor recommends that the General Fund budget be reduced by $65,000 each fiscal year by
discontinuing the Office of Complementary and Alternative Practice.

Background
The Health Department’s Office of Complementary and Alternative Practice (OCAP) investigates complaints and
takes enforcement actions against unlicensed complementary and alternative health care practitioners for
violations of prohibited conduct. The statutory authority for this office is designed to cover all unlicensed
complementary and alternative healing methods and treatments. Practitioners under the jurisdiction of this office
include massage therapist, homeopathic and naturopathic practitioners, and other “healing” practitioners.

OCAP conducts investigations filed by consumers of complementary and alternative practitioners. The
Commissioner of Health has the authority to revoke or suspend the right to practice complementary and
alternative health care practice, impose limitations or conditions on the practice, require supervision, censure or
reprimand the practitioner, impose a civil penalty not exceeding $10,000 for each violation, and any other action
justified by the case.

Relationship to Base Budget
Current funding for the office is $65,000 from the General Fund. One FTE supports the office. Under this
proposal, OCAP and its functions will be eliminated.

Statutory Change : M.S., Chapter 146A
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Fiscal Impact ($000s) FY 2006 FY 2007 FY 2008 FY 2009

General Fund
Expenditures 0 0 0 0
Revenues 0 0 0 0

State Gov’t Special Revenue Fund
Expenditures 0 0 0 0
Revenues ($254) ($254) 0 0

Net Fiscal Impact $254 $254 $0 $0

Recommendation
The Governor recommends suspending the commissioner’s authority to collect the license renewal fees from
occupational therapy practitioners for FYs 2006 and 2007, thereby reducing revenues to the State Government
Special Revenue fund by $254,000 each fiscal year.

Background
A suspension in collection of license renewal fees for occupational therapy practitioners is authorized in the
current biennium. Another suspension of renewal fees for the next biennium will eliminate the surplus account
balance.

The surplus account balance accumulated because of a higher than estimated number of applicants applying for
credentialing and collection of a surcharge during start-up of the licensing system. The commissioner was unable
to repeal the surcharge sooner than the 2001 expiration date established in law.

This method of reducing the account balance is the most cost-efficient way to reimburse occupational therapy
practitioners for overpayment of credentialing fees. At the time of renewal during FY 2006 and FY 2007, each
licensee’s renewal notice will indicate a license renewal fee of zero.

Relationship to Base Budget
Forecasted revenues for FY 2006-07 are $304,000 each year. This proposed change will significantly reduce the
annual revenues for the next biennium in the occupational therapy licensing account (to $50,000 each year). The
account balance in the State Government Special Revenue fund for Occupational Therapy licensing was
$524,000 at the end of SFY 2004, and is forecasted to be $314,000 at the end of SFY 2005. Another suspension
of renewal fees for the next biennium will eliminate the surplus in the account and leave a small, negative
balance.

Key Measures
This change will not impact services delivered.

Statutory Change : M.S., Sect. 148.6445, Subd. 2
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Fiscal Impact ($000s) FY 2006 FY 2007 FY 2008 FY 2009

General Fund
Expenditures 0 0 0 0
Revenues 0 0 0 0

State Gov’t Special Revenue Fund
Expenditures $1,104 $1,004 $1,804 $1,804
Revenues $1,420 $1,420 $1,420 $1,420

Net Fiscal Impact ($316) ($416) $384 $384

Recommendation
The Governor recommends an additional appropriation from the State Government Special Revenue (SGSR)
fund of $1.104 million for FY 2006 and $1.004 million for FY 2007 for the Vital Records Program to support the
administration of the electronic system of vital statistics by allowing for quality data to be collected, maintained
and disseminated in a timely and accurate manner, while protecting the integrity of the data. In addition, the
Governor recommends that the appropriation for the vital records program be further increased by an additional
$800,000 each fiscal year of the 2008-09 biennium for upgrades to the electronic record system. This fee
increase will ensure that program costs are fully recovered.

The Governor also recommends additional revenues of $1,420,000 per year from increasing the vital records
fees.

Background
In accordance with the Vital Statistics Act (M.S., Sections144.211 to 144.227), the Office of the State Registrar
(OSR) is responsible for the creation and maintenance of a statewide system of vital statistics. The State
Registrar oversees a centralized electronic system for the processing of birth and death records and coordinates
the work of OSR staff and over 100 local registrar offices in all 87 counties to issue birth and death certificates
and provide other services related to birth and death records. Annually, these services include the issuance of
over 600,000 birth and death certificates, over 35,000 corrections, amendments to and replacements of records.
The State Registrar also coordinates the provision of data by nearly 600 funeral homes in Minnesota and
neighboring states, medical examiner and coroner offices in all 87 counties, 110 hospitals, and hundreds of
physicians throughout Minnesota. Together with these partners, OSR registers nearly 70,000 births and 38,000
deaths per year.

Over the past five years, there has been a significant change in the daily business of OSR. Highlights include:

ÿ The implementation of a centralized electronic system has increased data processing efficiency and security
and has allowed birth and death certificates to be available statewide, rather than limited to the county where
the birth or death occurred.

ÿ The implementation of a centralized electronic system has caused shifts in customer service patterns and
increased state and county responsibilities for life cycle costs of the statewide computer system.

ÿ The increase of identity fraud issues has required changes in OSR policies and procedures to ensure
compliance with statutes and rules governing tangible interest and amendments.

The processing of vital records has been primarily a fee-supported activity for many years. However, while the
base fee for vital records and the special amendment/replacement fees have not increased in over 15 years the
cost of operating the vital record system has increased, and OSR has relied on other, less stable funding sources.

In addition to business cost increases, shifting customer service patterns, life cycle costs of an electronic records
system, and a realignment of responsibilities between the State Registrar and the local registrars have added cost
pressures to the Office.

Finally, we are beginning to plan for the design, development, and implementation of improvements and
upgrading of the centralized electronic system for processing birth and death records by the end of FY 2009.
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Relationship to Base Budget
The base budget for the Vital Records Program is $1.701 million from the SGSR fund. The funding supports 24.2
FTEs. An additional 3.1 FTEs are supported by funds that are ending in FY 2005. These FTEs, and an additional
three FTEs will be supported by the increased appropriation.

This proposal will increase the base fee for a certified copy of a record by $1 (from $8 to $9). The base fee is
retained by the registrar who supplies the copy of the record and is intended to support the operations of that
office. This proposal will also increase the surcharge on certified copies of a record by $2 (from $2 to $4). This
surcharge is intended to support the operations of the centralized electronic records system. The surcharge
revenue is retained by MDH and will support the upgrades to the system in the next biennium. Finally, this
proposal will increase, by $20, the amendment/replacement/delayed registration fee. This activity has been done
by local registrars in the past and is now centrally done by MDH.

Key Measures
ÿ Decrease turnaround times for requests from the public for amendments to birth records to within 5 business

days from the request.
ÿ Maintain same day turnaround times for expedited requests for birth and death certificates.
ÿ Maintain next day turnaround times for expedited requests for amendments to birth and death records.
ÿ Increase to 75% the number of documents submitted to register births and deaths and amend birth and death

records that are authenticated with the issuing entity.
ÿ Improve customer service and data integrity by increasing to 100% the number of completed amendments

and replacements that are verified for accuracy.

Statutory Change : M.S., Sect. 144.226
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Agency Purpose
he statutory mission of the Minnesota Department of
Health (MDH) is to protect, maintain, and improve the
health of all Minnesotans.

MDH is the state's lead public health agency and works
with local public health agencies, federal health agencies,
and other organizations to operate programs that protect
and improve the health of entire communities, and
programs that promote clean water, safe food, quality
health care, and healthy personal choices.

Together, these programs are contributing to longer,
healthier lives. As a result, Minnesota is consistently
ranked one of the healthiest states in the country.

Core Functions
While MDH is perhaps best known for responding to
disease outbreaks, the department’s core functions are
very diverse and far-reaching, and focus on preventing
health problems in the first place.

ÿ Preventing Diseases: MDH detects and investigates disease outbreaks, controls the spread of disease,
encourages immunizations, and seeks to prevent chronic and infectious diseases, including HIV/AIDS,
Tuberculosis, and cancer. The department’s public health laboratories analyze some of the most complex
and dangerous biological, chemical, and radiological substances known, employing techniques not available
privately or from other government agencies.

ÿ Reducing Health Hazards: MDH identifies and evaluates potential health hazards in the environment, from
simple sanitation to risks associated with toxic waste sites and nuclear power plants. The department
protects the safety of public water supplies and the quality of the food eaten in restaurants. It also works to
safeguard the air inside public places.

ÿ Protecting Health Care Consumers: MDH safeguards the quality of health care in the state by regulating
many people and institutions that provide care, including HMOs and nursing homes. Minnesota has
pioneered improvements in the health care system, including the development of policies that assure access
to affordable, high-quality care which are models for the nation. The department monitors trends in costs,
quality, and access in order to inform future policy decisions.

ÿ Promoting Good Health: MDH provides information and services that help people make healthy choices. The
department protects the health of mothers and children through the supplemental nutrition program Women,
Infants and Children (WIC) and services for children with special health needs. Minnesota was one of the first
states to regulate smoking in public places, and has developed tobacco prevention strategies used
nationwide. MDH programs also address mental health, occupational safety, and violence.

ÿ Achieving Success Through Partnership: Minnesota has a nationally renowned public health system built on
well-articulated state and local government roles. MDH provides both technical and financial assistance to
local public health agencies so they can provide programs and services meeting the unique needs of their
communities.

Operations
Many core public health functions are carried out directly by MDH staff. Examples include:
♦ the scientists and epidemiologists who work in the laboratories and the cities and neighborhoods of the state

to identify the nature, sources and means of treatment of disease outbreaks and food borne illness;
♦ the nursing home inspectors who make sure that elderly citizens are provided with safe and appropriate

health care, and treated with respect and dignity;
♦ the environmental engineers who work with cities and towns to assure that municipal water systems provide

water that is safe for families to drink;

At A Glance

The Minnesota Department of Health (MDH) is
one of the top state health departments in the
country.

MDH has earned an international reputation for
being on the cutting edge of disease detection
and control, and developing new public health
methods.

MDH workforce of 1,300 includes many MD’s,
PhD’s, nurses, health educators, biologists,
chemists, epidemiologists, and engineers.

MDH program resources are deployed in the Twin
Cities and seven regional offices statewide, to
better serve the state population.

T
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♦ the laboratory scientists who conduct sophisticated tests to detect treatable metabolic errors in all newborn
babies; and

♦ the scientists and policy experts who collect, and evaluate information about environmental trends, the health
status of the public, quality of health services, and other emerging issues, and carry out public health
improvement programs.

MDH provides technical and financial assistance to local public health agencies, public and private care providers,
non-governmental organizations, and teaching institutions. Technical assistance provides the department’s
partners access to current scientific knowledge and is commonly in the form of direct consultation, formal reports,
and training.

Budget
MDH receives 84% of its funding from non-General Fund resources—the federal government, dedicated cigarette
taxes, fees, the health care access fund, and other revenues. The General Fund accounts for the remaining 16%
of the budget. Approximately 57% of the budget is “passed through” to local governments, nonprofit
organizations, community hospitals and teaching institutions in the form of grants; 25% represents the cost of the
professional and technical staff that carry out the department’s core functions; and 18% is for other operating
costs, primarily for technology, and space.

Contact

400 Golden Rule Building
85 East 7th Place

Saint Paul, Minnesota 55101

Aggie Leitheiser, Assistant Commissioner
Phone: (651) 282-2999
E-mail: Aggie.Leitheiser@health.state.mn.us.

Agency Overview (detailed) http://www.health.state.mn.us/divs/opa/overview03.html
Agency Performance Measures http://www.departmentresults.state.mn.us/health/index.html

http://www:health.state.mn.us/divs/opa/overview03.html
http://www:departmentresults.state.mn.us/health/index.html
mailto:aggie.leitheiser@health.state.mn.us
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Direct Appropriations by Fund
Environment & Natural Resource

Current Appropriation 131 132 132 132 264
Recommended 131 132 0 0 0

Change 0 (132) (132) (264)
% Biennial Change from 2004-05 -100%

General
Current Appropriation 60,116 61,652 61,652 61,652 123,304
Recommended 60,116 61,652 64,284 68,615 132,899

Change 0 2,632 6,963 9,595
% Biennial Change from 2004-05 9.1%

State Government Spec Revenue
Current Appropriation 32,880 32,617 32,617 32,617 65,234
Recommended 32,880 32,617 36,307 36,706 73,013

Change 0 3,690 4,089 7,779
% Biennial Change from 2004-05 11.5%

Health Care Access
Current Appropriation 6,273 6,273 6,273 6,273 12,546
Recommended 6,273 6,273 6,216 6,216 12,432

Change 0 (57) (57) (114)
% Biennial Change from 2004-05 -0.9%

Expenditures by Fund
Direct Appropriations

Environment & Natural Resource 75 188 0 0 0
General 59,303 63,640 64,284 68,615 132,899
State Government Spec Revenue 23,875 37,969 36,307 36,706 73,013
Health Care Access 5,594 6,842 6,216 6,216 12,432
Remediation 179 221 0 0 0

Open Appropriations
State Government Spec Revenue 135 164 164 164 328
Health Care Access 30 33 33 33 66
Medical Education & Research 75,344 82,694 84,394 88,816 173,210

Statutory Appropriations
Drinking Water Revolving Fund 479 479 658 658 1,316
Special Revenue 43,799 48,602 39,739 40,154 79,893
Federal 166,868 186,923 177,171 176,426 353,597
Federal Tanf 5,686 6,289 6,000 6,000 12,000
Gift 94 255 43 43 86

Total 381,461 434,299 415,009 423,831 838,840

Expenditures by Category
Total Compensation 88,523 101,834 101,130 101,698 202,828
Other Operating Expenses 56,476 80,103 67,487 68,748 136,235
Payments To Individuals 73,836 75,526 75,377 75,377 150,754
Local Assistance 162,626 176,836 171,215 178,208 349,423
Transfers 0 0 (200) (200) (400)
Total 381,461 434,299 415,009 423,831 838,840
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Expenditures by Program
Community & Family Hlth Promo 179,691 198,846 186,558 188,546 375,104
Policy Quality & Compliance 105,405 119,914 117,649 121,686 239,335
Health Protection 66,801 83,011 77,896 78,307 156,203
Minority & Multicultural Hlth 7,502 7,991 7,658 7,658 15,316
Administrative Support Service 22,062 24,537 25,248 27,634 52,882
Total 381,461 434,299 415,009 423,831 838,840

Full-Time Equivalents (FTE) 1,323.9 1,351.8 1,377.2 1,373.4
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Program Description
The purpose of the Community and Family Health Promotion Program is to improve health through bringing
together diverse expertise and systems to effectively direct resources to measurably improve the health of
individuals, families and communities, with particular attention to those experiencing health disparities.

Budget Activities Included:
ÿ Community and Family Health
ÿ Health Promotion and Chronic Disease
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Direct Appropriations by Fund
General

Current Appropriation 39,600 41,414 41,414 41,414 82,828

Technical Adjustments
Current Law Base Change (7) (7) (14)

Subtotal - Forecast Base 39,600 41,414 41,407 41,407 82,814

Governor's Recommendations
Operations Support 0 (272) (272) (544)
Grant Reductions 0 (1,543) (1,543) (3,086)
Positive Alternatives Program 0 0 2,500 2,500
State Trauma System 0 382 352 734

Total 39,600 41,414 39,974 42,444 82,418

State Government Spec Revenue
Current Appropriation 128 128 128 128 256

Subtotal - Forecast Base 128 128 128 128 256
Total 128 128 128 128 256

Health Care Access
Current Appropriation 3,510 3,510 3,510 3,510 7,020

Technical Adjustments
One-time Appropriations (57) (57) (114)

Subtotal - Forecast Base 3,510 3,510 3,453 3,453 6,906
Total 3,510 3,510 3,453 3,453 6,906

Expenditures by Fund
Direct Appropriations

General 38,921 41,729 39,974 42,444 82,418
State Government Spec Revenue 163 253 128 128 256
Health Care Access 3,207 3,703 3,453 3,453 6,906

Open Appropriations
Health Care Access 30 33 33 33 66

Statutory Appropriations
Special Revenue 3,540 5,707 2,142 2,142 4,284
Federal 130,445 143,594 137,236 136,754 273,990
Federal Tanf 3,382 3,762 3,580 3,580 7,160
Gift 3 65 12 12 24

Total 179,691 198,846 186,558 188,546 375,104

Expenditures by Category
Total Compensation 19,778 22,732 21,319 21,138 42,457
Other Operating Expenses 11,520 18,922 14,510 14,179 28,689
Payments To Individuals 73,835 75,526 75,377 75,377 150,754
Local Assistance 74,558 81,666 75,352 77,852 153,204
Total 179,691 198,846 186,558 188,546 375,104

Expenditures by Activity
Community & Family Health 158,927 169,674 161,092 163,562 324,654
Health Promo & Chronic Disease 20,764 29,172 25,466 24,984 50,450
Total 179,691 198,846 186,558 188,546 375,104

Full-Time Equivalents (FTE) 293.5 286.7 295.2 291.9
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Activity Description
The Community and Family Health activity provides
leadership and assistance in order to strengthen and
mobilize systems to assure the health of all Minnesotans.
Through partnerships with local governments, health care
providers, and community organizations, this activity:
provides assistance to local governments in meeting their
public health responsibilities (including bio-terror and other
public health emergency preparedness); improves the
health and well-being of all Minnesota women, infants, and
children; and increases access to health care for rural and
other underserved Minnesotans.

Population Served
The entire population of the state is served by this activity
through its partnership work with Minnesota’s 51 local
community health boards, health care providers and public,
private, and nonprofit organizations. This activity has
special focuses on: mothers and children, especially those
most at risk for or experiencing poor health outcomes; on
the state’s 2.3 million rural residents; and on Minnesota’s
medically underserved urban population.

Services Provided
ÿ Help local health departments fulfill a set of essential

local public health activities by administering state and
federal funding, providing technical assistance to local health boards and staff, and providing public health
training to local public health staff.

ÿ Improve the health and nutritional status of pregnant and postpartum women, infants, young children, and the
elderly by providing healthy foods, nutrition assessment and education, and health care referrals.

ÿ Maintain statewide access to quality health care by targeting state and federal assistance to those
communities whose health providers and systems are most in need by supporting quality improvement efforts
in Minnesota’s smallest and most remote rural hospitals and clinics, by providing statewide grants for pre-
pregnancy family planning services and by providing children with chronic illness and disabilities specialty
medical assessments.

ÿ Improve the health and well being of infants and children by supporting programs that provide ongoing
screening and early identification, intervention and follow-up.

ÿ Assess and monitor maternal and child health status.
ÿ Provide analysis and reports on Minnesota’s health care and public workforce and health services in order to

better focus emergency response preparation and educational planning for future state health workforce
needs and necessary specialized training (such as that for particular maternal and child health needs).

Historical Perspective
Minnesota’s decentralized public health system depends on local health departments for many day to day
operating activities (e.g. maternal and child health, Women, Infants and Children [WIC]); on the health care
delivery system and local public health departments for disease surveillance and treatment; on the state health
department for a combination of expertise (e.g. specialized laboratory services), technical assistance (e.g.
groundwater mapping and monitoring) and direct services (e.g. disease outbreak epidemiology); and on all
elements of this interlocking system for response to wide-scale emergency or bioterrorism incidents. Maintaining
these interlocking systems elements in a “state of readiness” so they respond rapidly and efficiently requires
ongoing coordinated work among all areas.

Activity at a Glance

♦ Administer 29 grant programs with grants to
over 781 individual grantees.

♦ Provide technical and financial assistance to
all 51 local public health boards as well as
targeted financial/technical aid to more than
120 rural communities.

♦ Share MDH/local public health (LPH)
workload for efficiencies; LPH staff conducted
site visits at 366 clinics in 2002-03 to review
and improve immunization practices.

♦ Provide supplemental food and nutrition
services (over 118,000 low-income pregnant
women and children).

♦ Provide commodity food products (14,600
women, children and elderly each month).

♦ Provide prenatal classes to women (24,148 in
2003).

♦ Provide contraceptive services (over 38,000
individuals in 2003).

♦ Provide services to children with special
health care needs (over 25,000 in 2003).
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The public health system “state of readiness” has been tested repeatedly in the past and has been able to
respond without delay and without major infusions of highly targeted dollars because of investments made in
maintaining a viable state and local public health system in Minnesota. State and local public health have played
major roles in identifying and controlling HIV/AIDS, in responding to flooding in several areas of the state, and in
responding to numerous disease outbreaks, including the anthrax scare. As importantly, this decentralized
system has helped prevent diseases and disability through programs such as those that increase immunization
rates, reduce smoking, prevent and control diabetes, assure safety in restaurants and health care facilities,
encourage wellness, support long-term care and home care and provide health education. However, the local
public health system is currently under significant pressure due to financial and workforce challenges.

The WIC and federal Maternal and Child Health (MCH) Block Grant have long provided a foundation for ensuring
the health of Minnesota’s mothers and children, including children with special health care needs. Minnesota
enjoys some of the best health status and health system measures for mothers, infants, and children. However,
there remain significant issues that need ongoing attention: disparities in health status based on race, ethnicity,
and poverty; mental health promotion; improved pregnancy outcomes; early identification and intervention
services for young children; oral health, especially for low-income children; injury prevention and obesity
reduction. MCH work within public health provides the leadership, accountability, resources, and partnerships for
continued work on these challenging issues.

Minnesota’s rural health care system continues to face persistent financial and workforce challenges. MDH’s
statewide rural health planning, analysis and program efforts, such as the recent rural ambulance services study,
provide a strong foundation for MDH’s programs to reduce small rural hospital closures, strengthen the health
care workforce, encourage regional cooperation among services and stabilize the rural health care system.

Key Measures
ÿ Protect public health by increasing the number of city and county public health departments (n=91)

performing at least 75% of essential local public health activities.

Source: MDH Community Health Division, Office of Public Health Practice
*This measure is new; baseline data will be collected in 2005.

ÿ Maintain statewide access to quality health care.

100% of rural loan forgiveness program physicians continued practicing in their communities after their loan
practice obligation had been fulfilled. (Source: 1999 evaluation - MDH Office of Rural Health and Primary
Care)

ÿ Improve the health of newborns by reducing the percent of singleton infants born with low birth weight.

History Current Target
2001 2002 2007
4.5% 4.6% 4.0 %

Source: Minnesota Department of Health

ÿ Improve the health of infants by increasing the percent of mothers who breastfeed their infants at hospital
discharge.

History Current Target
2000 2002 2007
76% 79.5% 90 %

Source: Ross Laboratories

History Current Target
2000 2004 2006
N/A * 43%
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ÿ Improve the early identification of children with special health care needs by increasing the percent of
newborns screened for hearing impairment before hospital discharge.

History Current Target
2001 2003 2007
75% 97.2% 99%

Source: Minnesota Department of Health

ÿ Improve the health of youth by increasing the percent of adolescents who abstain from sexual intercourse or
always use condoms if sexually active.

History Current Target
2001 2004 2007

12th graders who are abstinent 51 % * 53 %
12th graders who use condoms if
sexually active 43 % * 45 %

Source: Minnesota Student Survey (* The 2004 Student Survey data not yet available)

ÿ Ensure an effective state and local public health system by providing support to working committees
representing groups with key responsibilities in making the public health system successful.

A 2001 independent evaluation found the State Community Health Services Advisory Committee (SCHSAC)
a “model to increase state-local government communication, cooperation, and understanding.” This report
also found the SCHSAC a useful problem solving/policy making group that results in fewer public health
mandates on local government.
Source: Board of Government Innovation and Cooperation – 2001 Study

Activity Funding
Community and Family Health is funded primarily from appropriations from the General Fund, Health Care
Access Fund, and State Government Special Revenue Fund, and from federal funds and Special Revenue funds.

Contact
Mary Sheehan, Director
Community and Family Health Division
Phone: (651)296-9720
E-mail: Mary.Sheehan@health.state.mn.us

mailto:mary.sheehan@health.state.mn.us
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Expenditures by Fund
Direct Appropriations

General 33,994 33,410 31,861 34,331 66,192
State Government Spec Revenue 163 253 128 128 256
Health Care Access 3,207 3,703 3,453 3,453 6,906

Open Appropriations
Health Care Access 30 33 33 33 66

Statutory Appropriations
Special Revenue 505 690 313 313 626
Federal 117,646 127,794 121,721 121,721 243,442
Federal Tanf 3,382 3,762 3,580 3,580 7,160
Gift 0 29 3 3 6

Total 158,927 169,674 161,092 163,562 324,654

Expenditures by Category
Total Compensation 10,542 13,247 11,685 11,704 23,389
Other Operating Expenses 7,975 12,246 9,865 9,816 19,681
Payments To Individuals 71,467 72,577 72,806 72,806 145,612
Local Assistance 68,943 71,604 66,736 69,236 135,972
Total 158,927 169,674 161,092 163,562 324,654

Full-Time Equivalents (FTE) 158.0 156.2 156.0 156.0
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Activity Description
The Health Promotion and Chronic Disease activity
improves the health of all Minnesotans by implementing
and supporting public health interventions to prevent and
control chronic diseases and injuries, by monitoring the
occurrence of chronic diseases and injuries, and by
providing leadership in the development of programs and
policies to reduce the burden of injuries, obesity, cancer,
heart disease, diabetes, asthma, and other chronic
diseases in Minnesota.

Population Served
This activity serves the entire population of Minnesota.
Over half of all deaths of Minnesotans under the age of 35
and more than three-fourths of all deaths of Minnesotans
age 35 and older are due to chronic diseases and injuries.
Interventions are focused on youth, among whom
prevention efforts have the biggest potential impact, on
women, who are disproportionately disabled by chronic
disease, and on American Indians and populations of color,
who are more likely than white Minnesotans to die from
chronic diseases and injuries.

Services Provided
Help Minnesotans adopt healthy behaviors to prevent
and control chronic diseases and injuries:
ÿ Develop and disseminate innovative and effective

health promotion strategies.
ÿ Support health care providers and systems, public health agencies, and community-based organizations in

their prevention efforts.
ÿ Fund and support locally-driven interventions to reduce tobacco use and exposure to secondhand smoke.
ÿ Coordinate health care provider and public information about identifying and treating persons at risk for or

affected by cancer, diabetes, heart disease, stroke, asthma, and traumatic brain and/or spinal cord injury.

Monitor the occurrence of cancer, injuries, and other chronic diseases:
ÿ Operate a statewide system of surveillance for all newly-diagnosed cancer cases in the state.
ÿ Examine and report on the disparities in and the prevalence and trends of heart disease, asthma, diabetes,

obesity, tobacco use, and injuries.
ÿ Identify workplace hazards, illnesses, and injuries and investigate work-related deaths.

Increase access to services and improve the quality of health care to reduce death and illness due to
chronic diseases:
ÿ Provide free breast and cervical cancer screening and follow-up diagnostic services to women who are

uninsured or underinsured.
ÿ Work with health care providers to develop, accept, implement, and evaluate best practices to prevent, detect,

and control chronic diseases and injuries.
ÿ Provide physicians, individuals, and families with the tools to better manage asthma, diabetes, cancer, heart

disease, and arthritis.
ÿ Translate health research and information into practice.

Activity at a Glance

♦ In state FY 2003, 13,200 low-income women
were screened for breast and cervical cancer
at more than 300 clinics across the state.

♦ In calendar year 2001, according to the
Minnesota Cancer Surveillance System,
23,650 invasive cancers were newly
diagnosed in Minnesotans.

♦ In state FY 2004, more than 200 school health
personnel were trained to better manage
asthma in Minnesota schools and 750
elementary schools were assisted with
conducting programs that prevent obesity and
chronic diseases.

♦ In calendar year 2002, 5,210 persons with
traumatic brain and/or spinal cord injury were
offered resource and referral information.

♦ In state FY 2004, 25 grants were provided to
organizations serving local communities and
populations at risk to reduce tobacco use and
exposure to secondhand smoke.

♦ In 2002-2004, statewide plans were
developed with multiple partners for heart
disease, cancer, diabetes, and asthma.
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Provide leadership in the development and maintenance of effective public/private partnerships to
prevent and control chronic diseases and injuries:
ÿ Facilitate effective collaborations and partnerships.
ÿ Convene forums to identify common interests and foster action.
ÿ Work with and support health care providers and systems, public health agencies, and other community-

based organizations in state-wide prevention and planning efforts.

Historical Perspective
Chronic disease and injury result from the cumulative effect of several interacting risk factors. Many of the risk
factors are related to lifestyle, are modifiable, and affect more than one condition. These risk factors include high
blood pressure, high blood cholesterol, smoking, alcohol misuse, physical inactivity, overweight, and poor
nutrition. As the number of Minnesotans over the age of 60 increases in the next 20 years, human suffering and
health care costs resulting from chronic disease and injury will escalate rapidly. To reduce this impending burden,
Minnesota’s public health and health care systems must:
♦ encourage healthy behaviors and reduce the prevalence of unhealthy behaviors that put people at increased

risk for injuries and chronic diseases and their complications;
♦ expand screening for early detection of chronic diseases and risk of injuries for which effective follow-up

treatment exists;
♦ create opportunities, institute policies and evaluate best practices that promote good health;
♦ translate and disseminate best practices and develop scientific standards for effective community and medical

interventions; and
♦ create and maintain adequate surveillance systems to measure the burden of chronic disease and injury,

identify populations at risk, target program efforts, and evaluate program and policy effectiveness.

Key Measures
ÿ Reduce deaths from colorectal, cervical, and female breast cancer through improvements in screening and

treatment. (Rate is number of deaths per 100,000, by year of diagnosis, age-adjusted.)

History Current Target

1988-89 2000-01 2010
Colorectal 24.6 18.2 13.0
Cervical 2.0 1.4 1.0
Breast 33.2 25.7 19.0

Source: Minnesota Cancer Surveillance System based on deaths reported to the Center for Health Statistics

ÿ Improve childhood health by increasing the percent of Minnesota children 10 and older who report eating five
servings of fruits and vegetables on the previous day.

History Current Target Target

1998 2001 2004 2007

6th graders 22% 22% 23% 24%
9th graders 15% 14% 15% 16%

12th graders 13% 11% 11% 12%
Source: Minnesota Student Survey
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ÿ Improve youth health by reducing the percent of Minnesota high school youth who report that they have used
tobacco in the last 30 days.

History Current Target

2000 2002 2005
High school youth reporting tobacco use 38.7 % 34.8 % 29.0 %

Source: Minnesota Youth Tobacco Survey

Note: M.S. 144.396 states that “it is a goal of the state to reduce tobacco use among youth by 25% by the
year 2005.”

Activity Funding
Health Promotion and Chronic Disease activity is funded primarily from federal funds and appropriations from the
General Fund.

Contact
Mary Manning, Director
Health Promotion and Chronic Disease Division
Phone: (612) 676-5201
E-mail: Mary.Manning@state.mn.us

mailto:mary.manning@state.mn.us


HEALTH DEPT
Program: COMMUNITY & FAMILY HLTH PROMO
Activity: HEALTH PROMO & CHRONIC DISEASE Budget Activity Summary

Dollars in Thousands
Current Governor’s Recomm. Biennium

FY2004 FY2005 FY2006 FY2007 2006-07

State of Minnesota Page 39 2006-07 Biennial Budget
Background Revised March 2005

Expenditures by Fund
Direct Appropriations

General 4,927 8,319 8,113 8,113 16,226
Statutory Appropriations

Special Revenue 3,035 5,017 1,829 1,829 3,658
Federal 12,799 15,800 15,515 15,033 30,548
Gift 3 36 9 9 18

Total 20,764 29,172 25,466 24,984 50,450

Expenditures by Category
Total Compensation 9,236 9,485 9,634 9,434 19,068
Other Operating Expenses 3,545 6,676 4,645 4,363 9,008
Payments To Individuals 2,368 2,949 2,571 2,571 5,142
Local Assistance 5,615 10,062 8,616 8,616 17,232
Total 20,764 29,172 25,466 24,984 50,450

Full-Time Equivalents (FTE) 135.5 130.5 139.2 135.9



HEALTH DEPT
Program: POLICY, QUALITY, AND COMPLIANCE Narrative

State of Minnesota Page 40 2006-07 Biennial Budget
Background 1/25/2005

Program Description
The purpose of the Policy, Quality, and Compliance Program is to promote access to quality health care at a
reasonable cost for Minnesotans; assess and report on the health of the population; and monitor compliance with
laws and rules designed to protect the health and safety of Minnesota’s nursing home residents, home care
clients, hospital patients, and clients of certain allied health professional groups.

Budget Activities Included:
ÿ Health Policy, Information, and Compliance Monitoring
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Direct Appropriations by Fund
General

Current Appropriation 1,028 762 762 762 1,524

Technical Adjustments
Transfers Between Agencies 3,043 3,043 6,086

Subtotal - Forecast Base 1,028 762 3,805 3,805 7,610

Governor's Recommendations
Operations Support 0 (140) (140) (280)
Complementary and Alternative Practice 0 (65) (65) (130)

Total 1,028 762 3,600 3,600 7,200

State Government Spec Revenue
Current Appropriation 10,747 10,747 10,747 10,747 21,494

Technical Adjustments
Transfers Between Agencies (323) (323) (646)

Subtotal - Forecast Base 10,747 10,747 10,424 10,424 20,848

Governor's Recommendations
Vital Records Program 0 1,104 1,004 2,108

Total 10,747 10,747 11,528 11,428 22,956

Health Care Access
Current Appropriation 2,763 2,763 2,763 2,763 5,526

Subtotal - Forecast Base 2,763 2,763 2,763 2,763 5,526
Total 2,763 2,763 2,763 2,763 5,526

Expenditures by Fund
Direct Appropriations

General 963 895 3,600 3,600 7,200
State Government Spec Revenue 6,965 12,022 11,528 11,428 22,956
Health Care Access 2,387 3,139 2,763 2,763 5,526

Open Appropriations
Medical Education & Research 75,344 82,694 84,394 88,816 173,210

Statutory Appropriations
Special Revenue 18,221 18,749 13,272 13,272 26,544
Federal 1,525 2,403 2,092 1,807 3,899
Gift 0 12 0 0 0

Total 105,405 119,914 117,649 121,686 239,335

Expenditures by Category
Total Compensation 20,292 22,128 21,497 21,497 42,994
Other Operating Expenses 9,559 15,079 11,746 11,361 23,107
Local Assistance 75,554 82,707 84,406 88,828 173,234
Total 105,405 119,914 117,649 121,686 239,335

Expenditures by Activity
Hlth Policy Info & Compl Monit 105,405 119,914 117,649 121,686 239,335
Total 105,405 119,914 117,649 121,686 239,335

Full-Time Equivalents (FTE) 285.0 287.9 286.6 286.6
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Activity Description
The Health Policy, Information, and Compliance Monitoring
Division promotes access to quality health care at a
reasonable cost for Minnesotans; assesses and reports on
the health of the population; and monitors compliance with
laws and rules designed to protect the health and safety of
Minnesota’s nursing home residents, home care clients,
hospital patients, and clients of certain allied health
professional groups.

Population Served
Patients, consumers, and providers of health care services;
individuals or families needing birth or death records; state
and local policy makers.

Services Provided
ÿ Monitor compliance with federal and state laws and

rules, designed to protect health and safety, through
unannounced inspections and surveys.

ÿ Investigate reports of maltreatment in accordance with the Vulnerable Adult Act, and other complaints of
abuse, neglect or maltreatment.

ÿ Approve all architectural and engineering plans for all new construction or remodeling of health care facilities
to assure that the facilities’ physical plants meet basic safety and health standards.

ÿ Regulate funeral service providers to ensure the proper care and disposition of the dead.
ÿ Regulate individuals who want to practice as audiologists, hearing instruments dispensers, speech language

pathologists, alcohol and drug counselors and occupational therapists.
ÿ Regulate HMO’s to ensure compliance with statutes and rules governing financial solvency, quality assurance

and consumer protection.
ÿ Conduct surveys and other research to collect data for use by policy makers; provide analysis of our own and

other data to assist in determining: health market conditions and competition, access, health care spending,
market trends, capital expenditures, risk adjustment for publicly funded prepaid medical insurance programs.

ÿ Securely administer health data resources used throughout the department to build knowledge about health
care that will empower consumers, educate purchasers, inform providers, and guide policy makers.

ÿ Assist health care payers and providers to standardize administrative processes, resulting in reduced health
care costs.

ÿ Maintain a permanent file of birth and death records, useful both to public health researchers, and also to
citizens who need records for legal purposes.

ÿ Conduct surveys, analyze data and report on health status and trends, providing information to local health
departments and health providers on the health status of the population, disparities, and health behaviors,
conditions, and disease.

ÿ Respond to an estimated 200 to 300 requests per year to our Health Economics Program from legislative
staff, staff of state and local agencies, researchers, and the general public.

Historical Perspective
As health care has become a larger portion of our state and federal budgets, we are providing information to state
and local decision makers to help ensure quality of care, value for money spent, outcomes of various services,
risk factors affecting health status, and other data to inform the public debate around health care. We help to
identify trends and anticipate the changing services that will be needed, such as the aging of the population and
the increasing preference for home care rather than institutional care. We do this through survey instruments,
other research, and analysis of data.

Activity at a Glance

♦ Monitor 5,977 health care facilities for safety
and quality

♦ Review qualifications and regulate over 8,000
allied health practitioners

♦ Monitor 10 HMO’s that provide health care
services to 1.4 million Minnesotans

♦ File 70,000 birth records and 38,000 death
records each year

♦ Maintain approximately eight million birth and
death records in a statewide computer system

♦ Ensure criminal background checks are
conducted on 108,000 applicants for
employment in health care facilities

♦ Conduct periodic surveys to determine
insurance coverage and access to health care
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The Division participates in and publishes reports regarding health status and trends and provides technical
assistance to local public health agencies and others as they determine local health priorities and how to address
them. This includes the Minnesota Student Survey, conducted every third year and used by local public health
agencies and schools to develop targeted instruction in topics such as seatbelt use, smoking, alcohol and drug
use, sexual activity, violence, and safety. The Minnesota Health Statistics Annual Profile and the Minnesota
County Health Profiles reflect demographic data statewide and by county, as well as incidence of several types of
diseases, injuries, outbreaks, etc. We also work in partnership with others such as the University of Minnesota to
conduct research and analysis.

Because knowledge and understanding of factors affecting health care cost, quality, and access are critical to
helping policymakers formulate state health policy, the Division’s Health Economics Program conducts research
and analysis to monitor Minnesota’s health care markets, to understand how and why they have changed over
time, and to examine the potential impacts of proposed policy changes. In addition to regular collection and
analysis of data to monitor key indicators such as the rate of uninsurance, overall health care spending, and the
rate of growth of health insurance premiums in the state, staff also provide technical assistance in the
development of state health policy by serving as an unbiased source of timely information and analysis.

Key Measures
[Note—other outcome measures are available at the Department results website,
http://www.departmentresults.state.mn.us/subjects/healthcare/index.htm]

The Office of the State Registrar provides accurate health data through a statewide computer system for
collecting, maintaining, and disseminating vital statistics records and related data. Vital records are now available
through the local registrar offices in all 87 counties. In addition, 100% of hospitals in the state and nearly 80% of
funeral homes report births and deaths respectively through the electronic system.

The federal Government Performance Results Act (GPRA) for the Centers for Medicare and Medicaid has two
indicators for assessing patient care in nursing homes. The first goal is to have no more than 5% of patients
whose care assessments indicate use of physical restraints; Minnesota currently is at 4.8%, which satisfies the
federal indicator. The second GPRA goal is for no more than 5% of patients whose care assessments indicate
pressure ulcers. Minnesota currently is at 7.1%, with the goal to reach 5% in 2006.

The Health Occupations Program has two goals to improve compliance by practitioners and to protect
Minnesotans. The first goal is to improve compliance of credentialed practitioners by increasing the percent of
practitioners in compliance with regulations. The measurement for this goal is based on the number of complaints
and application investigations. Minnesota is currently at 94.3%, with the goal to reach 95.8% in 2007. The
second goal is to protect Minnesotans using services of unlicensed mental health and alternative/complementary
practitioners from unsafe practices. There are currently 81 investigations pending, with the goal to have no more
than 40 cases pending by 2007.

Activity Funding
Health Policy, Information and Compliance Monitoring activity is funded from direct appropriations from State
Government Special Revenue Fund and the General Fund, and from Federal Funds, Medical Education and
Research Center Funds, and Special Revenue Funds.

Contact
David Giese, Director
Health Policy, Information, and Compliance Monitoring Division
Phone: (651) 282-5611
E-mail: David.Giese@state.mn.us

http://www:departmentresults.state.mn.us/subjects/healthcare/index.html
mailto:david.giese@state.mn.us
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Expenditures by Fund
Direct Appropriations

General 963 895 3,600 3,600 7,200
State Government Spec Revenue 6,965 12,022 11,528 11,428 22,956
Health Care Access 2,387 3,139 2,763 2,763 5,526

Open Appropriations
Medical Education & Research 75,344 82,694 84,394 88,816 173,210

Statutory Appropriations
Special Revenue 18,221 18,749 13,272 13,272 26,544
Federal 1,525 2,403 2,092 1,807 3,899
Gift 0 12 0 0 0

Total 105,405 119,914 117,649 121,686 239,335

Expenditures by Category
Total Compensation 20,292 22,128 21,497 21,497 42,994
Other Operating Expenses 9,559 15,079 11,746 11,361 23,107
Local Assistance 75,554 82,707 84,406 88,828 173,234
Total 105,405 119,914 117,649 121,686 239,335

Full-Time Equivalents (FTE) 285.0 287.9 286.6 286.6
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Program Description
The purpose of the Health Protection Program is to protect the public from dangerous diseases, exposures and
events through monitoring and assessment of health threats; developing and evaluating intervention strategies to
combat disease and exposures; monitoring and inspections of potential health problems; and providing scientific
laboratory, environmental health, and epidemiological capacity.

Budget Activities Included:
ÿ Environmental Health
ÿ Infectious Disease Epidemiology Prevention and Control
ÿ Public Health Laboratory
ÿ Office of Emergency Preparedness
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Direct Appropriations by Fund
Environment & Natural Resource

Current Appropriation 131 132 132 132 264

Technical Adjustments
One-time Appropriations (132) (132) (264)

Subtotal - Forecast Base 131 132 0 0 0
Total 131 132 0 0 0

General
Current Appropriation 9,092 9,092 9,092 9,092 18,184

Subtotal - Forecast Base 9,092 9,092 9,092 9,092 18,184

Governor's Recommendations
Operations Support 0 (74) (74) (148)
Methamphetamine Lab Remediation 0 100 100 200

Total 9,092 9,092 9,118 9,118 18,236

State Government Spec Revenue
Current Appropriation 22,005 21,742 21,742 21,742 43,484

Technical Adjustments
One-time Appropriations (213) (213) (426)

Subtotal - Forecast Base 22,005 21,742 21,529 21,529 43,058

Governor's Recommendations
Drinking Water Protection Program 0 381 635 1,016
Food Manager's Certification Program 0 62 62 124
Food, Beverage & Lodging Program 0 1,552 1,552 3,104
Lab Certification Program 0 186 186 372
Plumbing Program 0 250 250 500
Well Management Program 0 356 601 957

Total 22,005 21,742 24,316 24,815 49,131

Expenditures by Fund
Direct Appropriations

Environment & Natural Resource 75 188 0 0 0
General 9,211 9,578 9,118 9,118 18,236
State Government Spec Revenue 16,747 25,694 24,316 24,815 49,131
Remediation 179 221 0 0 0

Open Appropriations
State Government Spec Revenue 135 164 164 164 328

Statutory Appropriations
Drinking Water Revolving Fund 479 479 658 658 1,316
Special Revenue 5,562 6,396 6,367 6,257 12,624
Federal 34,368 40,192 37,242 37,264 74,506
Gift 45 99 31 31 62

Total 66,801 83,011 77,896 78,307 156,203
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Expenditures by Category
Total Compensation 38,468 45,612 46,491 46,669 93,160
Other Operating Expenses 22,400 31,742 26,847 27,009 53,856
Payments To Individuals 1 0 0 0 0
Local Assistance 5,932 5,657 4,758 4,829 9,587
Transfers 0 0 (200) (200) (400)
Total 66,801 83,011 77,896 78,307 156,203

Expenditures by Activity
Environmental Health 28,569 38,613 35,580 36,102 71,682
Infect Disease Epid Prev Cntrl 22,870 24,916 23,488 23,388 46,876
Public Health Laboratory 11,975 15,711 15,057 15,046 30,103
Office Emergency Preparedness 3,387 3,771 3,771 3,771 7,542
Total 66,801 83,011 77,896 78,307 156,203

Full-Time Equivalents (FTE) 592.3 621.5 638.7 638.2
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Activity Description
The Environmental Health (EH) activity protects Minnesota
residents and visitors from exposures to environmental
hazards in water, air, food, and land. This activity assures
that Minnesotans have safe drinking water and food, and
are protected from hazardous materials in their homes and
in the environment. EH also identifies emerging
environmental health issues, implements public health
prevention activities for those issues that sound science
indicates are a public health threat.

Population Served
EH serves the entire population of Minnesota by ensuring
that all Minnesotans have clean drinking water, safe food,
sanitary lodgings, and protection from hazardous materials
in their environment.

Services Provided
Protect the quality of drinking water.
ÿ Monitor public drinking water systems.
ÿ Monitor and inspect water well construction and

sealing.
ÿ Inspect swimming pool construction and plumbing

installations.
ÿ License professions whose work impacts drinking

water.
ÿ Provide technical assistance and training to

communities and citizens.

Protect the safety of food.
ÿ Inspect and monitor restaurants to ensure safe food

handling.
ÿ Certify professionals in food safety to manage

restaurants.
ÿ Monitor and provide technical assistance to local delegated food inspection programs.
ÿ Educate citizens regarding safe handling of food.
ÿ Develop guidelines for the safe consumption of fish from our lakes and streams.

Protect the quality of indoor environments.
ÿ Establish health standards and specify abatement methods for lead in paint, bare soil, dust, and water.
ÿ License professions who work with lead.
ÿ Educate citizens, communities, and medical professionals on the dangers of lead.
ÿ Monitor the exposure of children and adults to lead across the state.
ÿ Issue guidelines on the screening, case management, and clinical treatment of children exposed to lead and

screening for lead in pregnant women.
ÿ Focus attention on children to ensure that they are protected from exposures to harmful chemicals and other

environmental health hazards in the built environment of their homes and schools.
ÿ Develop and implement a birth defects information system to better understand, treat and prevent birth

defects.

Activity at a Glance

♦ Maintain national recognition for well-
managed environmental health regulatory
programs.

♦ Continue the decline in the number of children
with elevated blood lead levels.

♦ Ensure compliance among asbestos
contractors (current rate is 96%).

♦ Ensure compliance among operators of x-ray
equipment in Minnesota (current rate is 80%).

♦ Monitor 8,300 public water supply systems
that provide drinking water to Minnesota
citizens and visitors. In 2003, only 23
systems had levels of contaminates that
caused concern.

♦ Assess the water source of all public water
supply systems to determine their
susceptibility to contamination.

♦ Ensure compliance with food safety in
restaurants. In 2003, 80% of restaurants
were inspected, and 25% of observed
violations were repeat violations.

♦ Provide awareness training related to the
health and safety risks associated with
methamphetamine labs. Onsite presentations
to over 10,000 people including health care,
law enforcement, social services and drug
treatment professionals, county
commissioners, and the general public were
given in 2003.



HEALTH DEPT
Program: HEALTH PROTECTION
Activity: ENVIRONMENTAL HEALTH Narrative

State of Minnesota Page 49 2006-07 Biennial Budget
Background 1/25/2005

Historical Perspective
Protecting public health has been the mission of the Minnesota Department of Health since the first public health
laws were passed in 1872. These early laws focused on providing safe drinking water, sewage disposal,
wastewater treatment, and milk sanitation. Our efforts to safeguard the quality of food and water were
instrumental in controlling diseases like cholera and typhoid fever, which are spread by poor sanitation. These
diseases are still a major problem in many parts of the world. Today, we continue our prevention efforts to ensure
the health and safety of Minnesotans at home, at work, and in public places.

EH has responded to many natural disasters, such as floods and tornados. Our primary role is to provide
services essential for protecting and ensuring the well being of the people in those areas affected by the disaster,
with an emphasis on prevention and control of communicable diseases. During the past decade, when Minnesota
flood victims returned to their homes, they turned to EH for guidance. For example, we provided more than 5,000
free water test kits to make sure that drinking water from private wells was safe. We also provided information on
cleaning homes, water treatment plants, schools, restaurants, and other facilities to return them to a safe and
sanitary condition. We are using this experience to strengthen and enhance the ability of the public health system
as we prepare to respond to potential biological, chemical and radiological acts of terrorism.

Key Measures
ÿ Prevent ground water contamination by increasing the number of abandoned wells that are sealed

History History Current Target

1987 1995 2004 2007

Number of wells sealed (cumulative) 3,275 77,375 180,000 210,000
Source: MDH Well sealing records, reported as required by licensed well contractors

Note: Minnesota has an estimated 750,000 abandoned wells. Sealing of abandoned wells often occurs as a
result of a property transfer or when a new well is drilled (about 12,000 to 13,000 new wells per year). A
question regarding abandoned wells is asked on disclosure forms used by realtors; educational materials are
available on the EH website.

ÿ Increase the number of counties that have implemented meth-specific ordinances to assure safe cleanup of
homes and other buildings

History History Current Target

2001 2003 2004 2007

Total # of counties with adopted
methamphetamine ordinances 1 6 26* 87

Source: MDH Environmental Surveillance and Assessment Program

*55 more counties have methamphetamine ordinances in development

ÿ Decrease the number of children with elevated (above 10 ug/dl) blood lead levels

History Current Target

1995 2003 2010

Elevated blood lead reported to MDH 11.6% 2.7% 0%
Source: MDH Environmental Impact Analysis Unit Data
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ÿ Improve food safety by increasing the percent of food establishments that have trained and certified food
managers (CFM) as a method to reduce critical violations of the food code

History History Current Target

2000 2001 2003 2007

Food establishments with a CFM 0 74% 85% 92%
Source: MDH Environmental Health Services Program

Activity Funding
Environmental Health is funded by appropriations from the State Government Special Revenue Fund (over 50%
of funds are from this source) and the General Fund, in addition to federal funds, Special Revenue funds, Drinking
Water Revolving funds, and other miscellaneous funds.

Contact
Patricia Bloomgren, Director
Environmental Health Division
Phone: (651) 215-0731
E-mail: Patricia.Bloomgren@state.mn.us

mailto:patricia.bloomgren@state.mn.us
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Expenditures by Fund
Direct Appropriations

Environment & Natural Resource 75 188 0 0 0
General 2,361 2,617 2,514 2,514 5,028
State Government Spec Revenue 13,391 20,209 19,550 20,049 39,599
Remediation 179 221 0 0 0

Open Appropriations
State Government Spec Revenue 135 164 164 164 328

Statutory Appropriations
Drinking Water Revolving Fund 479 479 658 658 1,316
Special Revenue 1,887 1,993 1,900 1,901 3,801
Federal 10,059 12,729 10,793 10,815 21,608
Gift 3 13 1 1 2

Total 28,569 38,613 35,580 36,102 71,682

Expenditures by Category
Total Compensation 18,141 22,420 22,840 22,956 45,796
Other Operating Expenses 9,556 15,676 12,248 12,583 24,831
Local Assistance 872 517 692 763 1,455
Transfers 0 0 (200) (200) (400)
Total 28,569 38,613 35,580 36,102 71,682

Full-Time Equivalents (FTE) 278.9 304.1 316.0 315.5
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Activity Description
The Infectious Disease Epidemiology, Prevention and
Control (IDEPC) activity provides statewide leadership to
protect Minnesotans against the threats posed by infectious
diseases. IDEPC conducts disease surveillance to detect
outbreaks; investigates and controls epidemics; develops,
implements and monitors the effectiveness of disease
prevention and control programs for tuberculosis (TB),
vaccine preventable diseases, sexually transmitted
diseases (STD) and HIV infection; and educates both
health care professionals and the public on the prevention
and control of infectious diseases. IDEPC plays a central
role in preparing for and responding to the threat of
biological terrorism.

Population Served
All residents of Minnesota. Specific target populations
include infants and children; adolescents; high-risk adults;
refugees, immigrants and other foreign-born individuals;
restaurant workers; and patients in hospitals and long-term
care facilities.

Services Provided
Conduct preparation activities for biological terrorism
and other public health emergencies.
ÿ Develop and maintain statewide pandemic influenza,

mass vaccination and mass antibiotic distribution plans.
ÿ Monitor for unusual patterns of respiratory illness on a

daily basis.
ÿ Establish systems to implement isolation and

quarantine provisions of the Minnesota Emergency
Health Powers Act.

Monitor disease trends.
ÿ Collect disease reports supplied by hospitals, laboratories, and physicians.
ÿ Prepare summary reports for health care providers, policymakers, and the public.
ÿ Conduct specialized studies on diseases of high concern to the public and the medical community.

Identify and control disease outbreaks.
ÿ Analyze data to detect outbreaks, identify the source, and implement control measures.
ÿ Alert health professionals and the public about outbreaks, informing them on control measures.
ÿ Assist medical care professionals in managing persons ill with or exposed to infectious disease, including the

interpretation of test results.
ÿ Maintain food-borne illness hotline to receive citizen complaints and detect outbreaks.

Manage disease prevention and control programs.
ÿ Manage treatment of and provide medications for TB cases to prevent spread of disease.
ÿ Distribute publicly purchased vaccines for children whose families are unable to afford vaccines.
ÿ Provide leadership for development of a statewide immunization information collection system.
ÿ Investigate cases of HIV, STD, TB and other communicable diseases.
ÿ Conduct follow-up to facilitate treatment and counseling to prevent disease transmission.

Activity at a Glance

♦ Continue to develop and test systems to
respond to acts of biological terrorism and
other public health emergencies.

♦ Respond to worldwide Severe Acute
Respiratory Syndrome (SARS) outbreaks
(received up to 45 calls a day from clinicians
regarding possible SARS in patients in 2003).

♦ Investigate intestinal disease outbreaks (over
4,000 persons were affected in 2003).

♦ Provide funding for STD testing (Minnesota
Department of Health (MDH) funded clinics
tested over 32,000 people for STDs in 2003,
treating over 2,000 cases of disease).

♦ Provide funding for HIV testing (MDH-funded
programs tested 9,600 people for HIV in
2003).

♦ Coordinate programs to immunize 65,000
babies born annually against meningitis,
measles and other serious infectious
diseases.

♦ Manage treatment for TB cases (214 in 2003
and evaluated 1,432 contacts to cases).

♦ Investigate the spread of West Nile virus in
Minnesota (148 cases in 2003 including four
deaths).

♦ Respond to calls from the public regarding
influenza vaccine (In 2003 responded to over
5,000 calls in one week).
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ÿ Coordinate testing of persons in contact with persons who have TB or sexually transmitted diseases.
ÿ Coordinate medical screening programs for newly arrived refugees.

Provide education for health care professionals and the general public on identification, prevention,
transmission and treatment for persons at risk for or affected by disease.
ÿ Furnish information to medical providers on current management of infectious diseases. This information is

provided on the web, through publications and by direct telephone consultation services (24/7 on-call system).
ÿ Develop and implement health education programs for high-risk populations.
ÿ Provide information to the public on disease testing, treatment and prevention methods.

Provide grants to local public health agencies and nonprofit organizations.
ÿ Administer grant contracts, including 39 agencies to deliver HIV/STD health education and risk reduction

interventions, 11 HIV and 12 STD testing sites, and 19 grants to eliminate racial and ethnic health disparities.
ÿ Evaluate performance of grantees based on performance standards.

Involve high-risk communities, the medical community and concerned citizens in assessing, planning,
implementing, and evaluating solutions to infectious disease problems that affect them. Examples
include:
ÿ The Minnesota Immunization Practices Advisory Committee advises MDH on immunization policy.
ÿ The TB Advisory Committee advises MDH on TB program planning and policy.
ÿ An HIV/STD community advisory body advises MDH on a comprehensive HIV prevention plan.
ÿ The Immigrant Health Task Force, jointly sponsored with the Department of Human Services, promotes

quality, comprehensive, and culturally competent health care for recent immigrants in Minnesota.

Support work of local public health agencies to provide services to their populations.
ÿ Provide technical support to localities for dealing with local outbreaks or disease control issues.
ÿ Provide guidelines and technical assistance in developing local programs.
Provide guidelines and standards to develop preparedness and emergency response plans (including biological
terrorism) for local health departments, hospitals, and other agencies.

Historical Perspective
The following are some major trends in the division’s activities:
ÿ In the 1980s, decreased federal funding for childhood immunization programs led to low immunization rates.

A nationwide measles outbreak occurred in 1989-1991. Minnesota reported 559 measles cases with three
deaths. With increased focus on immunizing every baby, only 54 measles cases have occurred in the last 10
years. Immunization prevents blindness, deafness, mental retardation, and congenital heart disease,
substantially reducing the need for state support for life-long care of the disabled. The Centers for Disease
Control and Prevention (CDC) estimates that $14 is saved for every $1 spent on immunizations alone.

ÿ HIV prevention activities have contributed to the decline of over 50% in new HIV infections over the past 10
years, from 731 new cases in 1993 to 340 in 2003. Preventing HIV infection and AIDS cases provides
enormous cost savings to both governmental and private health care funding sources. The annual cost of
providing medical care for an HIV infected person averages $24,000. Society saves $12 for every $1 spent
on detecting and treating sexually transmitted diseases. As a result in the decrease in new HIV infections
over the last 10 years, Minnesotans have saved at least half a billion dollars in medical expenses.

ÿ The number of confirmed food-borne disease outbreaks has increased substantially over the past 11 years,
from 12 in 1990 to 46 in 2002. This increase is due to changes in food production, food processing, and
eating habits as well as finding more outbreaks through improved disease surveillance and new laboratory
testing methods. The MDH estimates that 450,000 cases of food-borne illness occur each year in Minnesota.
Two Minnesotans died from food-borne illness in 2003.

ÿ IDEPC led Minnesota’s response to emerging infectious diseases, including West Nile Virus, Monkeypox and
SARS in the last two years.
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Key Measures
ÿ Ensure children get a healthy start in life by increasing on-time immunization rates among all children. Delays

in immunizations increase the risk of infection and complications from communicable diseases.

History
Most Recent

Available Target

1992-93 1996-97 2001-02 2010

4 months 86.2% 89.6% 93% 90%

6 months 74.9% 80.2% 87% 90%

8 months 64.2% 70.9% 81% 90%

16 months 56.7% 65.1% 78% 90%

20 months 45.6% 54.7% 75% 90%

24 months 60.7% 68.4% 81% 90%
Source: MDH Retrospective Kindergarten Immunization Survey

ÿ Increase the percent of new tuberculosis patients that complete therapy within 12 months. Completion of
tuberculosis therapy prevents spread and reduces the development of resistant strains of TB.

History History Current Target

1996 2000 2002 2004
63 %

(n=78)
79 %

(n=136)
84%

(n=184)
90 %

Source: MDH Tuberculosis Annual Progress Report

ÿ Increase usage of a new vaccine against Pneumococcus, which causes meningitis and blood poisoning. This
vaccine has reduced serious Pneumococcus infections in children less than two years by 69%.
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Rates for 2003 are preliminary, based on 2002 population estimates.
Source: MDH Infectious Disease Surveillance System.

Activity Funding
Infectious Disease Epidemiology, Prevention and Control activity is funded primarily from Federal funds and from
appropriations from the General Fund.

Contact
Dr. Harry Hull, State Epidemiologist and Director
Infectious Disease Epidemiology, Prevention and Control Division
Phone: (612) 676-5414
E-mail: Harry.Hull@state.mn.us

mailto:harry.hull@state.mn.us
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Expenditures by Fund
Direct Appropriations

General 4,707 4,726 4,510 4,510 9,020
State Government Spec Revenue 124 167 157 157 314

Statutory Appropriations
Special Revenue 722 961 801 701 1,502
Federal 17,275 18,976 17,990 17,990 35,980
Gift 42 86 30 30 60

Total 22,870 24,916 23,488 23,388 46,876

Expenditures by Category
Total Compensation 11,590 12,877 13,222 13,222 26,444
Other Operating Expenses 6,621 6,899 6,200 6,100 12,300
Payments To Individuals 1 0 0 0 0
Local Assistance 4,658 5,140 4,066 4,066 8,132
Total 22,870 24,916 23,488 23,388 46,876

Full-Time Equivalents (FTE) 172.8 175.6 178.9 178.9
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Activity Description
The Minnesota Public Health Laboratory (PHL) provides
scientific expertise and data used by public health partners
for critical intervention and policy decisions regarding
biological, chemical, and radiological threats. In addition,
the PHL screens all babies born in the state for rare, life-
threatening congenital and heritable disorders that are
preventable if detected and treated soon after birth. The
PHL also certifies all laboratories that conduct regulated
environmental testing in Minnesota.

Population Served
All residents of Minnesota are served by the PHL. PHL
collaborates with local, state and federal officials, public
and private hospitals, laboratories, and other entities
throughout the state to analyze environmental samples, screen newborns, provide reference testing for infectious
isolates, and analyze specimens for diagnosing rare infectious diseases (e.g., rabies).

Services Provided
ÿ Analysis of air, water, wastewater, sludge, sediment, soil, wildlife, vegetation, and hazardous waste for

chemical and bacterial contaminants in partnership with local and state government agencies.
ÿ Reference and confirmatory testing of clinical specimens for infectious bacteria, parasites, fungi, and viruses.
ÿ Application of high-tech molecular methods such as DNA fingerprinting, amplification, and sequencing for

rapid, early detection of infectious disease outbreaks, and identification of infectious agents.
ÿ Testing of each Minnesota newborn for a variety of treatable congenital and heritable disorders.
ÿ Reference and confirmatory testing of environmental samples using scientific expertise and state-of-the-art

methods not available in other laboratories.
ÿ Certification of public and private environmental laboratories that conduct testing for the federal Safe Drinking

Water, Clean Water, Resource Conservation and Recovery, and Underground Storage Tank Programs in
Minnesota.

ÿ Emergency preparedness and response in collaboration with public health and public safety officials at the
local, state, and federal levels to assure early detection and rapid response to all hazards, including agents of
chemical, radiological, and biological terrorism.

ÿ Participation on Minnesota’s Radiochemical Emergency Response Team, which responds in the event of a
release of radioactive chemicals at Minnesota’s nuclear power plants.

ÿ Collaboration with the “Minnesota Laboratory System” to assure that public and private laboratories are
trained for the early detection of possible agents of chemical and biological terrorism.

Historical Perspective
The Minnesota PHL was first established more than 100 years ago. This was during a time in history when the
germ theory of infectious disease was first established and little was known about the impact of environmental
contamination on the public’s health. In the early 1900s, with development of more sophisticated testing methods
and instruments, the PHL became the premier laboratory in Minnesota with the ability to identify environmental
hazards and diagnose epidemic infectious diseases. Today, the PHL focuses on surveillance for early detection
of public health threats, identification of rare chemical, radiological and biological hazards, emergency
preparedness and response, and assurance of quality laboratory data through collaborative partnerships with
clinical and environmental laboratories throughout the state.

Key Measures
Protect the public’s health by increasing the percentage of Minnesota laboratories able to recognize possible
agents of bioterrorism that must be submitted to the State Public Health Laboratory for confirmation.

Activity at a Glance

♦ Analyzed 64,529 clinical specimens for
infectious bacteria, viruses, fungi, and
parasites in FY 2004.

♦ Performed 106,419 tests to detect chemical
and bacterial contaminants in water, soil, and
air in FY 2004.

♦ Screened 69,457 newborn babies for more
than 30 treatable, life-threatening congenital
and heritable disorders FY 2004.

♦ Certified 161 public and private environmental
laboratories to assure quality in FY 2004.
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ÿ Percent of Minnesota laboratories able to recognize possible Bacillus anthracis (anthrax)

Current
(FY 2002)

Target
(FY 2003)

Actual
(FY 2003)

Target
(FY 2005)

68% 90% 98% 100%

ÿ Percent of Minnesota laboratories able to recognize possible Brucella species (brucella)

Current
(FY 2002)

Target
(FY 2003)

Actual
(FY 2003)

Target
(FY 2005)

33% 60% 72% 85%
Source: Minnesota Department of Health

Note: The Minnesota Public Health Laboratory provides hands-on laboratory training to staff of laboratories
that participate in the Minnesota Laboratory System to assure that they have the ability to recognize possible
agents of bioterrorism. Possible agents are sent to the State Public Health Laboratory for further analysis and
specific identification. Through this public-private partnership, Minnesota is able to detect and respond rapidly
to suspected terrorism events.

ÿ Improve health outcomes for Minnesota newborn babies by increasing the number of congenital and heritable
disorders identified and confirmed as positive.

Number of newborns identified with treatable disorders
Historical

1993-2000
Estimate*
(FY 2004)

Actual**
(FY 2004)

Estimate*
(FY 2005)

32-50 (range) 192 85 85
Source: Minnesota Public Health Laboratory

* The estimate is based on the expected incidence of the disorders in the population of newborns screened.

** The 2004 Target of 192 assumed the Minnesota program would begin screening for a disorder referred to
as G6PD in 2004. This disorder has not been adopted for screening in Minnesota. The panel of newborn
screening experts convened by Health Resources and Services Administration (HRSA) to recommend a
universal panel of disorders for screening has not yet added G6PD to the recommended panel for screening.

Note: In 2004, the PHL in partnership with the Mayo Clinic and the University of Minnesota introduced high-
tech tandem mass spectrometry to screen newborns for additional treatable congenital and heritable
disorders. Early identification and treatment of these disorders is crucial for successful outcomes.

Activity Funding
The Public Health Laboratory is funded by appropriations from the General Fund and State Government Special
Revenue Fund and from federal funds and Special Revenue funds.

Contact
Norman Crouch, Ph.D., Director
Public Health Laboratory Division
Phone: (612) 676-5331
E-mail: Norman.Crouch@state.mn.us

mailto:norman.crouch@state.mn.us
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Expenditures by Fund
Direct Appropriations

General 2,143 2,235 2,094 2,094 4,188
State Government Spec Revenue 3,232 5,318 4,609 4,609 9,218

Statutory Appropriations
Special Revenue 2,953 3,442 3,666 3,655 7,321
Federal 3,647 4,716 4,705 4,705 9,410

Total 11,975 15,711 15,074 15,063 30,137

Expenditures by Category
Total Compensation 6,937 7,986 8,114 8,176 16,290
Other Operating Expenses 5,038 7,725 6,960 6,887 13,847
Total 11,975 15,711 15,074 15,063 30,137

Full-Time Equivalents (FTE) 119.6 120.0 122.0 122.0
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Activity Description
The Office of Emergency Preparedness (OEP) is the
activity within the department established to give strategic
leadership, direction, assessment and coordination to
activities to ensure statewide readiness, interagency
collaboration, local, and regional preparedness for
bioterrorism, other outbreaks of infectious disease and
other public health threats and emergencies.

The OEP’s Bioterrorism Hospital Preparedness Program
works to upgrade the ability of Minnesota’s hospitals and
health care systems to respond to bioterrorism events and
other public health emergencies.

The OEP also coordinates the planning and implementation
of the Strategic National Stockpile program in the state.
This program plans for the receipt and rapid distribution of
pharmaceuticals and other medical supplies during a public
health emergency.

Population Served
All residents of the state of Minnesota are served by this
activity. The activity involves local health departments,
Indian Tribes, emergency management agencies, National
Guard, Emergency Medical Services, Office of Rural
Health, police, fire departments, other rescue personnel,
health care providers, associations of health professionals, Red Cross, volunteer agencies, the University of
Minnesota, and the hospital community in preparedness activities.

Services Provided
To carry out the assigned responsibilities, the OEP performs the following activities:
ÿ Coordinates the strategic direction of health preparedness activities in Minnesota.
ÿ Facilitates cross-discipline planning, development and implementation of the Minnesota Department of

Health’s (MDH’s) All-Hazard Response Plan and the MDH portion of the Minnesota Emergency Operations
Plan.

ÿ Assures compliance with requirements of grants from the Centers for Disease Control (CDC) and Health
Resources Services Administration (HRSA).

ÿ Leads the planning for the health response to significant health threats.
ÿ Coordinates the planning for the receipt and distribution of Strategic National Stockpile (SNS) assets

(pharmaceutical and other medical supplies) in the event of a public health emergency. A key component of
the SNS planning is integrating the state plan with regional plans throughout the state.

ÿ Conducts a variety of needs assessments of the public health system capacities related to bioterrorism and
other infectious disease outbreaks and emergencies.

ÿ Assesses statutes and regulations within the state and local public health jurisdictions regarding authority for
implementing emergency public health measures.

ÿ Operates the Health Alert Network, the MDH tool for timely threat communications to local public health and
hospitals.

ÿ Coordinates the development of education and training materials for building the capacity of local public
health to respond to threats of terrorism and other infectious disease.

ÿ Administers (in conjunction with the MDH Community Health Division) over $6 million in grants to Community
Health Boards and Tribes, and over $6 million in grants to hospitals to build public health and health care
preparedness.

Activity at a Glance

The OEP coordinates health emergency
preparedness efforts within the department and
works with the following local, state and federal
partners on collaborative planning efforts:

♦ 51 Community Health Boards
♦ 11 Tribes
♦ 141 hospitals
♦ Other private health care entities, including

emergency medical services, primary care
clinics, pharmacies, Hennepin County Poison
Control

♦ Local emergency management agencies
♦ Metropolitan Medical Response System
♦ Other state agencies, including the

Department of Public Safety’s Homeland
Security and Emergency Management
Division and the Department of Agriculture

♦ Centers for Disease Control and Prevention
♦ Health Resources and Services

Administration
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ÿ Coordinates the development, planning and implementation of bioterrorism preparedness plans and protocols
for hospitals and other health care facilities.

ÿ Coordinates the activities of staff located throughout MDH in implementing grant objectives, and works with
local public health partners and others leaders in a variety of related fields to better prepare Minnesota for
public health emergencies and response to acts of bioterrorism.

Historical Perspective
The OEP was established in 2002, as required by the first Public Health Preparedness and Response for
Bioterrorism grant from the CDC. The OEP has utilized these funds to coordinate emergency preparedness
planning efforts within MDH and between MDH and our public health partners. In addition, the OEP has used a
grant from the HRSA to coordinate and lead preparedness efforts involving MDH, hospitals, and other partners
from the state’s public and private health care sector.

Key Measures
Assessment and Training
Assess state and local capacity to respond to a bioterrorism event or other health threat. Based on assessment,
implement training and technical assistance to bring capacity to standards set by CDC Bioterrorism and
Preparedness and HRSA Bioterrorism Hospital Preparedness Grant Guidances and address Minnesota-specific
needs. Build capacity of local public health for just-in-time training by the installation, testing, and use of distance
learning technology.

The OEP recently completed an assessment of Minnesota’s health workforce to measure their knowledge and
skills in emergency preparedness issues. The OEP utilized the results of the 2,774 completed surveys to identify
emergency preparedness education and training needs and to develop a plan for addressing those needs.

Planning and Coordination
Develop and test plans for all aspects of local, regional, and statewide incident response in consultation with
partners, including hospitals, tribal governments, local public health, emergency management, fire, police, and
others who may be involved in response to a health threat. Develop emergency preparedness and response
systems to support epidemiology and surveillance systems, the public health laboratory, and risk communication
efforts. MDH will exercise and fully test its ability to respond to a public health emergency.

Over the past two years, the OEP has participated in six exercises designed to test components of the MDH
emergency response plan. During the next year, the OEP plans to participate in an additional 14 exercises within
MDH and in conjunction with state and local partners. The OEP will work with its partners to revise existing plans,
based on the issues identified during the exercises.

Communication
Operate the Health Alert Network and enhance the electronic systems that support it. Plan, implement, test, and
support communication systems that include: MDH staff 24/7 alert, inter-departmental routine communication of
grant related work, inter-agency communication including MDH, DEM, Minnesota Department of Agriculture
(MDA), Minnesota Department of Natural Resources (DNR), and others as appropriate, 24/7 alert of local public
health and hospital emergency departments, web-based secure site for vital information transactions during a
health threat event and routine communication of preparedness related work.
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The OEP protects the public health by increasing the percentage of city and county public health agencies (N =
91), Tribes (N = 11) and hospitals (N = 141):

ÿ With high-speed, continuous Internet access and an electronic connection to the Health Alert Network (HAN).
Historical and target percentages are listed below.

Partners 1999 2002 Current Target
City and County Public Health 79% 99% 100% 100%
Hospitals N/A N/A 96%* 100%
*Note: The percentage of hospitals meeting this goal is based on a 2004 survey of
114 of the state’s 141 hospitals.

ÿ With emergency contacts that are available 24 hours a day, 7 days a week. Historical and target percentages
are listed below.

Partners Current Target
City and County Public Health 100% 100%
Tribes 45% 100%
Hospitals 100% 100%

ÿ That respond to Health Alerts within two hours. Historical and target percentages are listed below.

Partners 2000 Current Target
City and County Public Health 50% 100% 100%
Tribes N/A 64% 100%
Hospitals N/A 48% 100%

Activity Funding
The Office of Emergency Preparedness is funded solely with federal funds.

Contact
Robert Einweck, Director
Office of Emergency Preparedness
P.O. Box 64882
Saint Paul, Minnesota 55164-0882
Phone: (651) 296-0047
E-mail: oep@health.state.mn.us
Website: www.health.state.mn.us/oep

mailto:oep@health.state.mn.us
http://www.health.state.mn.us/oep
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Expenditures by Fund
Statutory Appropriations

Federal 3,387 3,771 3,771 3,771 7,542
Total 3,387 3,771 3,771 3,771 7,542

Expenditures by Category
Total Compensation 1,800 2,329 2,329 2,329 4,658
Other Operating Expenses 1,185 1,442 1,442 1,442 2,884
Local Assistance 402 0 0 0 0
Total 3,387 3,771 3,771 3,771 7,542

Full-Time Equivalents (FTE) 21.0 21.8 21.8 21.8



HEALTH DEPT
Program: MINORITY AND MULTICULTURAL HEALTH Narrative

State of Minnesota Page 63 2006-07 Biennial Budget
Background 1/25/2005

Program Description
The purpose of the Minority and Multicultural Health Program is to provide leadership across the department and
specific programmatic activities within the department to improve health status and to close the gap in health
disparities of American Indians and populations of color in Minnesota.

Budget Activities Included:
ÿ Minority and Multicultural Health
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Direct Appropriations by Fund
General

Current Appropriation 4,982 4,982 4,982 4,982 9,964
Subtotal - Forecast Base 4,982 4,982 4,982 4,982 9,964

Total 4,982 4,982 4,982 4,982 9,964

Expenditures by Fund
Direct Appropriations

General 5,012 5,051 4,982 4,982 9,964
Statutory Appropriations

Special Revenue 2 23 0 0 0
Federal 184 389 256 256 512
Federal Tanf 2,304 2,527 2,420 2,420 4,840
Gift 0 1 0 0 0

Total 7,502 7,991 7,658 7,658 15,316

Expenditures by Category
Total Compensation 608 679 640 640 1,280
Other Operating Expenses 312 506 319 319 638
Local Assistance 6,582 6,806 6,699 6,699 13,398
Total 7,502 7,991 7,658 7,658 15,316

Expenditures by Activity
Minority & Multicultural Hlth 7,502 7,991 7,658 7,658 15,316
Total 7,502 7,991 7,658 7,658 15,316

Full-Time Equivalents (FTE) 8.2 9.1 9.1 9.1
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Activity Description
The Office of Minority and Multicultural Health exists to
improve health status and to close the gap in health
disparities of American Indians and populations of color in
Minnesota.

Population Served
This activity serves the 519,197 Minnesotans who are
American Indians, African American, Asian and other non-
white races and 143,382 Minnesotans who are Hispanic.

Services Provided
Provide leadership to improve the health status of
American Indians and populations of color in
Minnesota.
ÿ Develop and implement a comprehensive and

coordinated plan to reduce health disparities.
ÿ Promote collaboration and increase communication

between state, local, and tribal governments, non-
governmental organization and communities of color.

ÿ Develop strategies, programs, and policies to improve
health status of people of color.

ÿ Build capacity to meet the needs of people of color in
the areas of health promotion, disease prevention, and
health care system.

ÿ Coordinate Minnesota Department of Health (MDH) related to minority health issues.
ÿ Promote workforce diversity and cultural competency in workplaces and health care settings.

Support local efforts to improve the health status of American Indians and populations of color in
Minnesota.
ÿ Award and manage grants and provide technical assistance to community organizations and tribal

governments to address health disparities.
ÿ Assist communities to assess the public health needs of American Indians and populations of color.
ÿ Convene health committees with each community of color and local community meetings regarding minority

health issues.
ÿ Work with existing MDH grant programs to increase their impact on closing health disparities gaps.

Ensure valid, available, and reliable data about the health status of American Indians and populations of
color in Minnesota.
ÿ Assess risk behaviors associated with health disparities.
ÿ Establish measurable outcomes to track Minnesota’s progress in reducing health disparities.
ÿ Support ongoing research and studies regarding health status and concerns of American Indians and

populations of color.
ÿ Provide information on the health status of American Indians and population of color to interested parties.
ÿ Improve the recording and reporting of race/ethnicity health-related data.
ÿ Evaluate the efforts of MDH, community organizations and tribal governments to improve the health of

American Indians and population of color.

Activity at a Glance

♦ Continue to track outcomes to measure
Minnesota’s progress in reducing health
disparities.

♦ Award grants (14 grants in 2004) to address
immunizations for adults and children and
infant mortality in American Indians and
populations of color.

♦ Award grants (27 grants in 2004) to address
breast and cervical cancer, HIV/AIDS and
sexually transmitted infections, cardiovascular
disease, diabetes, and unintentional injuries
and violence in American Indians and
populations of color.

♦ Award grants (18 grants in 2004) to reduce
infant mortality through reducing the high rate
of teen pregnancies in American Indians and
populations of color.

♦ Mobilize and work with populations of color
and American Indians to take responsibility for
their own health.
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Historical Perspective
The MDH established the Office of Minority Health in 1993 to assist in improving the quality of health and
eliminating the burden of preventable disease and illness of populations of color. In 2001 it became Office of
Minority & Multicultural Health to reflect the ethnic specific focus on health with a multicultural approach to
eliminating health disparities in populations of color and American Indians. The office works collaboratively with
other divisions in MDH, other state departments, community-based agencies, health plans and others to address
the needs of populations of color and American Indians.

Minnesota’s population is becoming increasingly diverse. In the 1980 census, 3.4% of Minnesotans identified
themselves as non-white or Hispanic/Latino; in the 2000 census, 10.6% did so.

Minnesota Population Change: 1990-2000

Racial/Ethnic Group 1980 Census 1990 Census 2000 Census1
1980-2000

Percent Change
African American 53,344 94,944 171,731 221.9
American Indian 35,016 49,909 54,967 57.0
Asian 32,226 77,886 143,947 346.7
Hispanic 32,123 53,884 143,382 346.4
White 3,935,770 4,130,395 4,400,282 11.8
Total Population2 4,075,970 4,375,099 4,919,479 20.7
Source: U.S. Bureau of Census

1
The population base for 2000 Census data is from Census 2000 Summary File 1 (SF 1) 100 percent Data using the “race alone.”

2The population count for each racial/ethnic group does not add up to “Total Population” because Hispanic, who can be of any race, are
counted in the racial groups and because “Some other race alone” and “Two or more races” categories are excluded from the table.

Disparities in health status between the European majority and other populations in Minnesota have existed for
some time, and have, in some cases, been getting worse, not better. These disparities are a result of a complex
interplay of many factors, including racism, access to health care, genetics, social conditions, and health
behaviors. Populations of color and American Indians experience worse health outcomes and exhibit poorer
health status than the white population.

ÿ African Americans: individuals are less likely to have health insurance; infants are much more likely to be born
early or too small or to die during infancy; children are less likely to be immunized; girls are much more likely
to become pregnant; youths are more likely to die as a result of firearms; individuals are more likely to
develop AIDS/HIV; and individuals are more likely to die from diabetes and cardiovascular disease.

ÿ American Indians: individuals are less likely to have health insurance; infants are much more likely to die
during infancy; children are less likely to be immunized; youth are much more likely to commit suicide; girls
are more likely to become pregnant; individuals are more likely to develop AIDS/HIV; and individuals are more
likely to die from diabetes and cardiovascular disease.

ÿ Asian Americans: individuals are more likely to have health insurance, but less likely to use it; children are
less likely to be immunized; and individuals are more likely to suffer from stroke.

ÿ Hispanic/Latinos: individuals are less likely to have health insurance; children are less likely to be immunized;
youth are more likely to be victims of violence; girls are more likely to become pregnant; are more likely to
develop AIDS/HIV; and individuals are more likely to die from diabetes and cardiovascular disease.
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Key Measures
ÿ Improve health by decreasing the disparity in infant mortality rates for American Indians and populations of

color, as compared to rates for whites.

Number of deaths of live-born infants before age 1, per 1,000 births
History Target

1995-1999 1996-2000 2010

American Indian 13.5 12.2 9.8

Asian/Pacific Islander 7.1 7.0 5.9

Black/African American 13.2 12.7 10.1

Hispanic or Latino 7.0 6.8 6.9

White Population 5.5 5.2 5.5
Source: MDH Center for Health Statistics

ÿ Improve childhood health by decreasing the disparity in childhood immunization rates for American Indians
and populations of color, as compared to rates for whites.

Percent of children up-to-date on immunizations by age 2
History Current Target

1996-97 2001-02* 2010

American Indian 55% 73% 90%

Asian/Pacific Islander 42% 66% 90%

Black/African American 50% 62% 90%

Hispanic or Latino 44% 65% 90%

White 72% 85% 90%
Source: MDH Retrospective Kindergarten Immunization Survey

Activity Funding
The Office of Minority and Multicultural Health is funded from appropriations from the General Fund and from
federal funds.

Contact
Gloria Lewis, Director
Office of Minority and Multicultural Health
Phone: (651) 297-5813
E-mail: Gloria.Lewis@state.mn.us

mailto:gloria.lewis@state.mn.us
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Expenditures by Fund
Direct Appropriations

General 5,012 5,051 4,982 4,982 9,964
Statutory Appropriations

Special Revenue 2 23 0 0 0
Federal 184 389 256 256 512
Federal Tanf 2,304 2,527 2,420 2,420 4,840
Gift 0 1 0 0 0

Total 7,502 7,991 7,658 7,658 15,316

Expenditures by Category
Total Compensation 608 679 640 640 1,280
Other Operating Expenses 312 506 319 319 638
Local Assistance 6,582 6,806 6,699 6,699 13,398
Total 7,502 7,991 7,658 7,658 15,316

Full-Time Equivalents (FTE) 8.2 9.1 9.1 9.1
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Program Description
The purpose of the Administrative Support Service program is to provide the executive leadership and business
systems underlying and supporting all of the department’s public health programs.

Budget Activities Included:
ÿ Administrative Services
ÿ Executive Office
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Direct Appropriations by Fund
General

Current Appropriation 5,414 5,402 5,402 5,402 10,804
Subtotal - Forecast Base 5,414 5,402 5,402 5,402 10,804

Governor's Recommendations
Operations Support 0 1,208 3,069 4,277

Total 5,414 5,402 6,610 8,471 15,081

State Government Spec Revenue
Current Appropriation 0 0 0 0 0

Subtotal - Forecast Base 0 0 0 0 0

Governor's Recommendations
Adverse Health Event Reporting 0 335 335 670

Total 0 0 335 335 670

Expenditures by Fund
Direct Appropriations

General 5,196 6,387 6,610 8,471 15,081
State Government Spec Revenue 0 0 335 335 670

Statutory Appropriations
Special Revenue 16,474 17,727 17,958 18,483 36,441
Federal 346 345 345 345 690
Gift 46 78 0 0 0

Total 22,062 24,537 25,248 27,634 52,882

Expenditures by Category
Total Compensation 9,377 10,683 11,183 11,754 22,937
Other Operating Expenses 12,685 13,854 14,065 15,880 29,945
Total 22,062 24,537 25,248 27,634 52,882

Expenditures by Activity
Administrative Services 19,779 21,556 22,136 24,463 46,599
Executive Office 2,283 2,981 3,112 3,171 6,283
Total 22,062 24,537 25,248 27,634 52,882

Full-Time Equivalents (FTE) 144.9 146.6 147.6 147.6
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Activity Description
Administrative Services provides internal business systems
and central support services to all programs of the
department in order to make maximum utilization of all
agency resources. Critical responsibilities of this activity
include the anticipation of and planning for the future. This
activity continuously reviews the need for and quality of its
services to assure they are provided in the most cost
efficient manner.

Population Served
This activity serves all 1,350 employees of the department by providing facilities, human resources, financial, and
information technology services; works with the vendors providing goods and services needed to carry out state
public health programs; works with grantees receiving funds through the department; works with landlords
providing space needed to carry out programs; and works with job applicants seeking employment with the
department.

Services Provided
The departmental services provided by this activity are divided into four categories.

Facilities Management
ÿ Manages building operations of all Minnesota Department of Health (MDH) office facilities including physical

security, mail distribution, warehousing of materials, and parking.
ÿ Provides administrative support in all MDH district offices across the state.
ÿ Provides centralized procurement of goods and contract services.

Financial Management
ÿ Provides budget planning and development for all departmental resources.
ÿ Manages centralized budget management, accounting, reporting, and cash management.
ÿ Provides monitoring, financial reporting, and technical assistance required for federal grants.

Human Resources
ÿ Manages the recruitment, development and retention of qualified staff.
ÿ Manages all departmental labor relations, employee benefits, and health and safety activities.
ÿ Manages employee compensation and provides payroll services for all departmental staff.
ÿ Manages departmental equal opportunity and affirmative action activities.

Information Systems and Technology Management
ÿ Provides technical expertise, planning, and development of technology systems and data architectures.
ÿ Provides high-level security for all departmental data, systems and communications.
ÿ Manages departmental communications networks and telecommunications systems.
ÿ Manages MDH central networks and infrastructure connecting all employees and 11 building locations.

Key Measures
ÿ M.S. 16A.124 requires that payments to vendors must be made within 30 days receipt of invoice. The

Department of Finance has established a statewide goal of 97% of payments made within this time frame.

History Current Target
2003 2004 2007

99.45% 99.6% 99.6%
Source: Department of Finance Prompt Payment Report

Activity at a Glance

♦ Maintain 99.9% availability and functionality of
core network infrastructure.

♦ Recruit new employees annually.
♦ Pay 99.4% of all vendor invoices in 30 days or

less.
♦ Implement improved physical and systems/

data security at all office facilities.
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ÿ The department will increase the percentage of people of color in the MDH workforce by 5% each year.

History Current Target

2003 2004 2007

10.8% 10.7% 12%

ÿ The Department of Administration’s Office of Technology is advancing project management as a tool to reach
IT goals and objectives. MDH has set a goal of 100% for IT projects to be implemented using project
management methodologies.

History Current Target

2003 2004 2007

15% (est.) 60% (est.) 100%

ÿ The department is implementing methods to measure IT system availability and problem resolution. Detailed
information will become available within the next year.

Activity Funding
Administrative Services are funded primarily from Special Revenue funds and from appropriations from the
General Fund.

Contact
David Hovet, Director,
Financial and Facilities Management
Phone: (651) 215-0389
E-Mail: Dave.Hovet@state.mn.us

mailto:david.hovet@state.mn.us
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Expenditures by Fund
Direct Appropriations

General 4,663 5,456 5,830 7,691 13,521
Statutory Appropriations

Special Revenue 15,116 16,098 16,306 16,772 33,078
Gift 0 2 0 0 0

Total 19,779 21,556 22,136 24,463 46,599

Expenditures by Category
Total Compensation 7,691 8,499 8,962 9,476 18,438
Other Operating Expenses 12,088 13,057 13,174 14,987 28,161
Total 19,779 21,556 22,136 24,463 46,599

Full-Time Equivalents (FTE) 121.6 121.9 121.9 121.9
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Activity Description
The Commissioner’s Office provides the vision and
strategic leadership for creating effective public health
policy for the state of Minnesota. It also oversees the
management of the entire agency, including administrative
functions and the department’s six divisions. It carries out
its mission in partnership with a wide range of external
organizations that help to promote and protect the health of
all Minnesotans.

Several key functions take place through the
Commissioner’s Office, including planning, policy
development, government relations, library services, and communications.

Population Served
The department’s 1,300 employees work to protect and promote the health of all Minnesotans. The department
carries out its mission in close partnership with local public health departments, other state agencies, elected
officials, health care and community organizations, and public health officials at the federal, state, and local levels.

Services Provided
Executive Leadership and Strategic Planning
ÿ The Commissioner’s Office develops and implements department policies and provides leadership to the

state in developing public health priorities.
ÿ The Commissioner’s Office directs the annual development of a set of public health strategies to provide

guidance for agency activities and to more effectively engage the department’s public health partners.
ÿ The Commissioner’s Office also directs the strategic planning and implementation of department-wide

initiatives.

Government Relations
ÿ Government Relations is responsible for leading and coordinating state legislative activities and monitoring

federal legislative activities to advance the departments’ priorities and mission.
ÿ Throughout the legislative session and during the interim, Government Relations is a contact for the public,

other departments, legislators, and legislative staff.
ÿ This activity works closely with the governor’s office, department divisions, legislators, legislative staff, and

other state agencies to communicate the department’s strategies and priorities.

Communications
ÿ The Communications Office is responsible for leading and coordinating communications on statewide public

health issues and programs.
ÿ The office works closely with the news media, including issuing an average of 75 news releases and

responding to thousands of media inquiries each year.
ÿ The office also manages the department’s website and helps to coordinate community out-reach.

Library Services
ÿ Library Services is responsible for locating, organizing, sharing and distributing information; coordinating the

purchase of books and journals; and assisting clients’ research in library materials, databases and the
Internet.

ÿ The R.N. Barr Library provides access to information for Minnesota Department of Health (MDH) staff, local
public health agencies, and school nurses. The public is welcome to use materials onsite. This library also
distributes posters, pamphlets, brochures, and other department publications.

Activity at a Glance

♦ Conduct strategic leadership and planning for
the department

♦ Coordinate government relations and policy
development

♦ Provide department-wide library services
♦ Coordinate internal and external

communications and public awareness
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ÿ The Audiovisual Library has a large collection of videos on health-related subjects that is available to the
public.

Activity Funding
The Executive Office is funded from appropriations from the General Fund and from Special Revenue Funds.

Contact
Aggie Leitheiser, Assistant Commissioner
Health Protection
Phone: (651) 282-2999
E-mail: Aggie.Leitheiser@state.mn.us

mailto:aggie.leitheiser@state.mn.us
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Expenditures by Fund
Direct Appropriations

General 533 931 780 780 1,560
State Government Spec Revenue 0 0 335 335 670

Statutory Appropriations
Special Revenue 1,358 1,629 1,652 1,711 3,363
Federal 346 345 345 345 690
Gift 46 76 0 0 0

Total 2,283 2,981 3,112 3,171 6,283

Expenditures by Category
Total Compensation 1,686 2,184 2,221 2,278 4,499
Other Operating Expenses 597 797 891 893 1,784
Total 2,283 2,981 3,112 3,171 6,283

Full-Time Equivalents (FTE) 23.3 24.7 25.7 25.7
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Non Dedicated Revenue:
Departmental Earnings:

State Government Spec Revenue 30,527 30,998 34,433 36,588 71,021
Other Revenues:

General 231 3 3 3 6
Federal Tanf (9) 0 0 0 0

Other Sources:
General 10 0 0 0 0
Health Care Access 101 2 2 2 4

Total Non-Dedicated Receipts 30,860 31,003 34,438 36,593 71,031

Dedicated Receipts:
Departmental Earnings:

Special Revenue 7 0 0 0 0
Grants:

Drinking Water Revolving Fund 479 479 658 658 1,316
Special Revenue 900 1,063 548 548 1,096
Federal 173,796 187,346 182,918 182,173 365,091
Federal Tanf 5,686 6,289 6,000 6,000 12,000

Other Revenues:
Special Revenue 33,879 32,965 30,236 30,161 60,397
Federal 431 657 583 583 1,166
Medical Education & Research 75,849 80,318 84,394 88,816 173,210
Miscellaneous Agency 119 175 175 175 350
Gift 158 45 43 43 86

Total Dedicated Receipts 291,304 309,337 305,555 309,157 614,712

Agency Total Revenue 322,164 340,340 339,993 345,750 685,743
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Federal Grant
Primary
Purpose

Budgeted
FY 2005

Budgeted
FY 2006

Budgeted
FY 2007

Related State Spending:
Required Match,

Maintenance of Effort,
Other

Women, Infants, & Children

GI
SO

GPS
GCBO 94,208 91,345 91,345

Bioterrorism Preparedness
SO

GPS
GCBO 14,963 14,963 14,963

Maternal & Child Health
Block

SO
GPS

GCBO 11,760 10,253 10,253 Maintenance of Effort: 6,184

Bioterrorism Funds For
Hospitals

SO
GPS

GCBO 8,543 8,543 8,543
Medicare SO 6,000 6,330 6,330
Immunization And Vaccines
For Children

SO
GCBO 5,314 4,380 4,380

National Cancer Prevention
& Control Program: National
Breast And Cervical Cancer
Early Detection Program

SO
GPS

GCBO
5,063 4,095 4,095

Required Match: 1,387
Maintenance of Effort: 2,036

Drinking Water Revolving
Fund

SO
GCBO 4,706 3,618 3,618

Aids Prevention
SO

GPS
GCBO 3,660 3,297 3,297

Preventive Health And
Health Servces Block Grant

SO
GCBO 3,597 3,500 3,500 Maintenance of Effort: 36,661

Emerging Infections
Program SO 3,037 3,515 3,515
Safe Drinking Water SO 2,746 2,634 2,634 Required Match: 3,020

National Tobacco Control
Program

SO
GPS

GCBO 1,708 1,376 1,267 Required Match: 1,158
Expanding Lab And
Epidemiology Capacity SO 1,512 1,439 1,439

Prevention Of Sexually
Transmitted Diseases

SO
GPS

GCBO 1,290 1,098 1,098
Health Resouces Service
Administration, State
Hospital Improvement Grant

SO
GPS

GCBO 1,223 794 794
National Cancer Prevention
& Control Program: National
Program Of Cancer
Registries And National
Comprehensive Cancer
Control Program

SO

1,111 1,075 1,075
Required Match: 329

Maintenance of Effort: 721

Diabetes Control SO
GCBO 999 955 955 Required Match: 239

5-A-Day Preschool Plus SO 953 524 524
US Environmental
Protection Agency Indoor
Radon Grant

SO
GPS

GCBO 927 560 560 Required Match: 560
Commodity Supplemental
Food Program

SO
GCBO 908 812 812
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Federal Grant
Primary
Purpose

Budgeted
FY 2005

Budgeted
FY 2006

Budgeted
FY 2007

Related State Spending:
Required Match,

Maintenance of Effort,
Other

Tuburculosis Cooperative
Agreement

SO
GPS 841 756 756

Abstinence Education Block
Grant

SO
GPS

GCBO 836 499 499 Required Match: 460
Rural Hospital Flexibility
Program

SO
GCBO 817 685 685

Addressing Asthma SO 815 700 700
Fetal Alcohal Syndrom
Prevention

SO 739 422 422
Public Water Supply
Emergency SO 737 128 128
MN Department Of
Education State Plan Grant SO 697 583 583
State Planning Grant/Health
Insurance* SO 695 590 590
Operator Expense
Reimbursement SO 672 672 672

Childhood Lead Poisoning SO
GPS 600 735 735

Behavioral Rick Factor
Survillance SO 584 553 268

Reducing The Burden Of
Arthritis

SO
GPS

GCBO 490 289 289
Agency For Toxic
Substances Disease
Registy (Atsdr)

SO
488 421 421

Promoting Integrated State
Health Information Systems SO 454 300 300

Sexual Assault Prevent
SO

GPS
GCBO 429 717 717

Cardiovascular Health
Programs SO 418 313 313
Active Surveillance Of
Pertussis SO 360 360 360
Food Safety: Discovering
Novel Causes Of Foodborne
Illness

SO
348 348 348

Traumatic Brain Injury
Surveillance Program

SO 343 310 310
Surveillance Of Intimate
Partner Violence SO 338 338 0
US Environmental
Protection Agency Lead
Cooperative Agreement

SO
321 250 250 Required Match: 20

Walk To Health For
American Indian Children

SO
GCBO 280 0 0

Community HIV Project SO 278 150 150
Aids Surveillance SO 267 263 263
Chronic Disease Prevention
– Genomics

SO 263 209 209
Survellance Of Child
Maltreatment SO 260 0 0
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Federal Grant
Primary
Purpose

Budgeted
FY 2005

Budgeted
FY 2006

Budgeted
FY 2007

Related State Spending:
Required Match,

Maintenance of Effort,
Other

Applied Research On
Antimicrobial Resistance SO 256 256 256
Wise Woman SO 250 250 250 Required Match: 83
Clinical Laboratory
Improvement Act(Clia) SO 248 194 194

Title X- Family Planning SO
GCBO 244 188 188

Pregnancy Risk
Assessment Monitoring
System

SO
224 157 157

Medical Assistance Health
Plan SO 219 218 218 Required Match: 223
Fire Injury Prevention
Program SO 212 135 50
Primary Care Cooperative
Agreement SO 212 192 192
Newborn Hearing/Screening SO 187 0 0
Fatal Accident Centinal
Event Program SO 174 152 152
Injury Prevention Phase 3 SO 174 0 0
Evaluating Surveillance
Methods For Monitoring
Atypical HIV Strains

SO
171 171 171

NE MPLS Community
Vermiculite Investigation SO 160 227 227
Early Hearing Detection
Intervention SO 159 150 150
Office Of Rural Health SO 150 150 150 Required Match: 551
Child Agriculture Safety And
Health (CATES) SO 149 0 0
Develop Improved
Population Based Birth
Defects Information

SO
GCBO

139 140 140
Lead Paint Hazard Control SO 129 55 55
State System Development
Initiative (SSDI) SO 126 100 100

Refugee Health SO
GPS 125 125 125

MN Medical Home
Development Project SO 121 0 0
Community Integrated
Service System SO 100 100 100
Comprehensive Healthcare
For Women Across The
Lifespan

SO
100 100 100

Assessing The
Transmission And
Preventon Of MRSA

SO
99 99 99

Childrens Oral Healthcare
Access Program SO 99 65 65
Basic Nurse Education &
Practice Program SO 96 0 0
Surveillance Of Hazardous
Substance Emergencies

SO 95 95 95
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Federal Grant
Primary
Purpose

Budgeted
FY 2005

Budgeted
FY 2006

Budgeted
FY 2007

Related State Spending:
Required Match,

Maintenance of Effort,
Other

Escape: Child And
Adolescent Violence
Prevention In Minnesota*

SO
78 78 78

National Health Service
Corp, Loan Repayment
Program

GI
78 100 100 Required Match: 133

Wellhead Protection SO 62 67 67 Required Match: 7
Environmental Interventions
To Reduce Allergen
Exposure In Pediatric
Asthma Patients*

SO

49 0 0 Required Match: 5
MN Center Of Health
Statistics

SO
GPS 48 0 0 Required Match: 2

Tools For Schools SO 46 0 0
Trauma Emergency Medical
Services Planning SO 44 40 40
Hydrogeologic Barriers
Study*

SO 43 43 33 Required Match: 2
US Environmental
Protection Agency Lead
Development 406(B)
Program

SO

30 30 30
Work Safe, Work Smart SO 27 0 0
Traffic Records
Coordinating Committee

SO 25 0 0
Crash Outcome Data
Evaluation Systems (CODE) SO 23 23 23
Viral Hepatitis Prevention SO 17 0 0
Lake Superior Binational
Program SO 3 1 0
Steps To A Healthier US: A
Community-Focused
Initiative To Reduce The
Burden Of Asthma,
Diabetes, And Obesity*

SO
GPS

0 1,900 1,900
New Freedom Initiative:
Integrated Services for
CSHCN

SO 50 300 300

Environmental Triggers of
Childhood Asthma SO 0 50 0

Environmental Information
Exchange Network

SO
GPS

GCBO
0 250 333

Preventing Inflicted Pediatric
TBI SO 0 239 289

Minnesota Occupational
Safety and Health
Surveillance

SO 10 119 119

Environmental Health
Specialist Network SO 75 300 300

Resource Facilitation for
Offenders with Disability
from TBI in Minnesota

SO
GCBO

0 149 149
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Federal Grant
Primary
Purpose

Budgeted
FY 2005

Budgeted
FY 2006

Budgeted
FY 2007

Related State Spending:
Required Match,

Maintenance of Effort,
Other

Integrated Core Injury
Prevention and Control
Program

SO 0 459 459

Key:
Primary Purpose
SO = State Operations
GPS = Grants to Political Subdivision
GI = Grants to Individuals
GCBO = Grants to Community Based Organizations
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Grant Name Purpose Recipients

Budgeted
State Funds

FY 2005

Budgeted
Federal Funds

FY 2005

Program: Community and Family Health Promotion
Budget Activity: Community and Family Health

Local Public Health Grants
M.S. 145A.131

Develops and maintains an
integrated system of
community health services
under local administration
and within a system of state
guidelines and standards.

Community Health
Boards (county, multi-
county, city) 52 grantees

$21,152,000
(GF)

Indian Health Grants
M.S. 145A.14, Subd. 2

Provides health service
assistance to Native
Americans who reside off
reservations

Community Health
Boards (4 grantees)

$177,000
(GF)

Migrant Grants
M.S. 145A.14, Subd. 1

Subsidizes health services,
including mobile, to migrant
workers and their families

Cities, counties, groups
of cities or counties, or
non-profit corporations (1
grantee)

$104,000
(GF)

Local Preparedness Grants Public health preparedness at
the local level

Community Health
Boards

$5,289,000

Summer Health Care
Internships
M.S. 144.1464

Summer internship program
for high school and college
students

Statewide non-profit
organization representing
health facilities (1
grantee/multiple sub-
grantees)

$300,000
(HCAF)

Community Health Center
Grants
M.S. 144.1486

Increase access to primary
and preventive care

Rural non-profit or local
government
organizations of
designated shortage
areas

$250,000
(HCAF)

Loan Forgiveness Program
M.S. 144.1501

Health education loan
forgiveness for physicians,
nurses, nurse practitioners,
and physician assistants, in
rural and urban underserved
areas

Average number of
grantees-- Physicians
(16) Nurses practicing in
nursing homes (10)
Mid-level providers (8)

$801,000
(HCAF)

National Health Service Corp
M.S. 144.1487

Health education loan
forgiveness for physicians in
rural and urban underserved
areas

Physicians (6 grantees
per year)

$100,000
(HCAF) $78,000

Health and Long Term Care
Career Promotion Grant
Program
M.S. 144.1486

Develop or implement health
and long term care career
curriculum for K-12

Consortia of K-12
districts, post-secondary
schools and health/long
term care employers

$147,000
(HCAF)

Dentist Loan Forgiveness
Program
M.S. 144.1502

Attract dental students and
practicing dentists to serve
significant numbers of state
public programs and other
low income patients

Dentists $560,000
(GF)

Rural Hospital Planning &
Transition Grant (State)
M.S. 144.147

Assist with strategic planning;
transition projects

Rural hospitals with 50 or
fewer beds (12 grantees)

$300,000
(HCAF)

Rural Hospital Capital
Improvement Grant Program
M.S. 256B.195

Update, remodel, or replace
aging hospital facilities and
equipment necessary to
maintain the operations of
small rural hospitals

Rural hospitals with 50 or
fewer beds

$1,787,000
(GF)
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Grant Name Purpose Recipients

Budgeted
State Funds

FY 2005

Budgeted
Federal Funds

FY 2005
Medicare Rural Hospital
Flexibility Program/Critical
Access Hospital Program

Support Critical Access
Hospitals and rural health
systems; improve quality

Small rural hospitals,
ambulance services,
other rural providers

$462,000

Hospital Preparedness
Grants

Hospital preparedness
planning Hospitals $5,852,000

Community Clinic Grant
Program
M.S. 145.9268

Assist clinics to serve low-
income populations, reduce
uncompensated care burdens
or improve care delivery
infrastructure

Nonprofit community
clinics

$317,000
(GF)

Small Hospital Improvement
Program (SHIP)

Supports small hospital
Health Insurance Portability
and Accountability Act
(HIPAA) compliance, patient
safety, quality improvement,
and Prospective Payment
System (PPS) costs

Rural hospitals of 50 or
fewer beds $1,153,000

Supplemental Nutrition
Program for Women, Infants,
and Children (WIC)
Child Nutrition Act

Improve the nutrition status of
low-income and high risk
pregnant women, infants and
children

Government and non-
profit organizations;
competitive (56 grantees)

$86,676,000

Commodity Supplemental
Food Program (CSFP)
Agriculture Appropriations
Act

Provide nutrition information
and supplemental foods

Government and non-
profit organizations
(4 grantees)

$848,000

Maternal and Child Health
Block Grant
Title V, SSA and
M.S. 145.88 – 145.883

Supports public health
services to low-income, high-
risk mothers and children

All community health
boards (52 grantees)

$6,827,000

Fetal Alcohol Spectrum
Disorders Grant Laws of MN
2004, Chapter 288, Art. 6,
Sec. 27

Provide prevention and
intervention services related
to fetal alcohol spectrum
disorder

Statewide non-
government organization
(1 grantee)

$340,000
(GF)

Fetal Alcohol Spectrum
Disorders Community Grants
M.S. 145.9266, Subd. 4

Prevention and intervention
strategies and activities
related to fetal alcohol
spectrum disorder

Government and non-
profit organizations (13
grantees)

$850,000
(GF)

Suicide Prevention grants
M.S. 145.56

Increase awareness of and
reduce occurrence of suicide

Government and non-
profit organizations (13
grantees)

$902,000
(GF)

Family Home Visiting
Program M.S. 145A.17

Promote family health and
self sufficiency

Community health
boards (52 grantees)

$3,762,000
(TANF)

Minnesota Education Now
and Babies Later (MN-
ENABL)
M.S. 145.9255; Title V, SSA

Promote sexual abstinence in
young teens

Government and non-
profit organizations;
competitive (23 grantees)

$293,000
(GF)

$59,000
(SGSR)

$689,000

Family Planning Special
Projects
M.S. 145.925

Provide pre-pregnancy family
planning services to high risk
low income individuals

Government and non-
profit organizations;
competitive (42 grantees)

$3,773,000
(GF)

Title X
Social Security Act

Provide pre-pregnancy family
planning services to high risk
adolescents in Minneapolis

Nonprofit organization
(1 grantee) $213,000

Perinatal Health

Reduce stigma, improve
access and provide a
continuum of care for
perinatal mental health

Community Health
Boards $120,000
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Grant Name Purpose Recipients

Budgeted
State Funds

FY 2005

Budgeted
Federal Funds

FY 2005

Program: Community and Family Health Promotion
Budget Activity: Health Promotion and Chronic Disease

Tobacco Use Prevention
M.S. 144.395-396 Reduce youth tobacco use

Government, non-profit,
and for-profit entities;
competitive

$3,280,000
(GF- ongoing)

$2,817,000
(MSR one-

time)

450,000

Health Risk Behaviors

Promote physical activity
through the MN public health
system and its partners to
improve the overall health of
people in Minnesota

Non-government
organization (1 grantee)

$50,000

Diabetes Control
M.S. 144.697, Subd. 1

Implement and summarize
the results of the diabetes
clinical quality improvement
study

Non-government
organization (1 grantee) $98,000

Reducing Arthritis

Increase the quality of life and
decrease health care costs
for persons with arthritis
through strategies in early
identification, self-
management and health
communications

Counties and non-
government
organizations

$142,000

Poison Control
M.S. 145.93

Identify appropriate home
management or referral of
cases of human poisoning;
provide statewide information
and education services

Government, non-profit
and for-profit
organizations;
competitive (1 grantee)

$1,150,000
(GF) $250,000

Sexual Assault Prevention
M.S. 144.697, Subd. 1

Prevent sexual assault,
provide services to victims of
sexual assault, provide public
education regarding sexual
assault

Interagency agreement;
1 grantee with
competitive sub-grants to
government
organizations, schools,
non-profit organizations

$167,000

Breast and Cervical Cancer
Prevention Program
M.S. 144.671 and M.S.
145.928

Breast and cervical cancer
screening, diagnostic and
follow-up services

Private and community
clinics and other health
care providers

$424,000
(GF) $2,177,000

Breast and Cervical Cancer
Prevention Program
M.S. 144.671 and M.S.
145.928

Recruitment/outreach
activities to increase and
provide breast and cervical
cancer screening

Community Health
Boards, private and
community clinics

$103,000
(GF) $642,000

Program: Policy Quality and Compliance
Budget Activity: Health Policy, Information and Compliance Monitoring

Medical Education and
Research Cost (MERC)
Trust Fund Laws of MN
2003, 1SS, Chapter 21, Sec.
9, Subd. 10

The MERC trust fund was
established to address the
increasing financial difficulties
of Minnesota’s medical
education and medical
research organizations

Eligible applicants are
accredited medical
education teaching
institutions, consortia,
and programs operating
in Minnesota (21
grantees)

$76,437,000
(multiple
funding

sources)
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Grant Name Purpose Recipients

Budgeted
State Funds

FY 2005

Budgeted
Federal Funds

FY 2005

Dental Innovations Grants
Laws of MN 2003, 1SS,
Chapter 21, Sec. 9, Subd. 10

To promote innovative clinical
training for dental
professionals and programs
that increase access to dental
care for underserved
populations

Eligible applicants are
sponsoring institutions,
training sites, or
consortia that provide
clinical education to
dental professionals

$6,693,000
(MERC

funds)

Health Services Research
Interns

Placement of U of MN MS
students in internships
performing health services
research

U of MN, Health Services
Research and Policy

$12,000
(HCAF)

Doctoral Research Project

Improve the analysis and
usefulness of public health
data and it’s impact on public
health policy

Non-government
organization

$1,000

Program: Health Protection
Budget Activity: Environmental Health

Drinking Water Protection –
Youth Education

Develop and implement youth
education curriculum and
training sessions for teachers

American Water Works
Association

$10,000
(SGSR)

Drinking Water Technical
Assistance M.S. 144.383

Provides technical assistance
to owners and operators of
public water systems

Minnesota Rural Water
Association $336,000

State Lead Safe Housing
Grant
M.S. 144.9507, Subd. 3

For costs related to relocation
of families needing lead safe
housing

Local Public Health
Agencies (typically 2
grantees)

$25,000 (GF)

Federal Centers for Disease
Control Lead Poisoning
Prevention Grant/Contract

Increase prevention,
detection and case
management of children
exposed to lead

Local Public Health
Agencies performing
lead prevention and/or
surveillance (2 grantees)

$25,000

Federal Environmental
Protection Agency States
Indoor Radon Grant (SIRG)

For public education and
targeted outreach on radon
testing, mitigation, and radon
resistant new construction

Priority is given to Local
Public Health Agencies
that have received EPA
radon training (14
grantees)

$108,000

Population-based birth
defects

Review existing information
and identify services for, and
prevention of birth defects

Minneapolis Medical
Foundation and
Children’s Hospital (2
grantees)

$13,000

Program: Health Protection
Budget Activity: Infectious Disease Epidemiology, Prevention, and Control

Refugee Health Coordination of Refugee
Health Assessments

Counties resettling the
largest number of
refugees (5 grantees)

$50,000

Eliminating Health
Disparities—Refugee Health

Health screening and follow-
up services for foreign-born
persons

All Community Health
Boards are eligible

$250,000
(GF)

Immunization Registries To establish/maintain
immunization registries

Seven community-based
registries and four local
public health agencies

$804,000
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Grant Name Purpose Recipients

Budgeted
State Funds

FY 2005

Budgeted
Federal Funds

FY 2005

DHS Refugee Health
Reimbursement

To reimburse public and
private providers for refugee
health assessments
completed upon arrival to the
United States

Community Health
Boards (3 grantees) and
any private clinic
providing services to
newly arrived refugees

$225,000

Perinatal Hepatitis B Screening services for
perinatal hepatitis B

St. Paul/Ramsey,
Hennepin counties (2
grantees)

$183,000

Tri-project grants

Case management for
perinatal hepatitis B, clinic
site visits by local public
health staff to check vaccine
storage and handling, review
immunization practices, and
audit pediatric immunization
records

Community Health
Boards $449,000

Tuberculosis Program Tuberculosis outreach
services

Local public health
agencies (4 grantees) $110,000

Prevention and Treatment of
Sexually Transmitted
Infections
M.S. 144.065

Test high risk individuals for
STDs

Local health agencies
and community-based
organizations and clinics

$463,000

AIDS Prevention Grants
M.S. 145.924

Health education/risk
reduction and HIV testing for
high-risk individuals

Community-based
organizations, clinics (24
grantees)

$1,304,000
(GF)

$1,302,000

Program: Minority and Multicultural Health
Budget Activity: Minority and Multicultural Health

Local Public Health Grants
for Tribal Governments

Develops and maintains an
integrated system of
American Indian tribal health
services under tribal
administration and within a
system of state guidelines
and standards.

American Indian Tribal
Governments

$1,079,000
(GF)

$420,000
(TANF)

Eliminating Health
Disparities Initiative Grants

Improves the health of the
four minority racial/ethnic
groups in MN (American
Indians, Asian Americans,
African Americans,
Latinos/Hispanics). Grants
focus on 7 health priorities.

Eligible applicants are
local/county public health
agencies, community
based organizations,
faith-based, and tribal
governments.

$3,200,000
(GF)

$2,107,000
(TANF)
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January 25, 2005

To the 2005 Legislature:

On behalf of Governor Pawlenty, I am pleased to submit the Higher Education Services Office’s budget
recommendation for the FY 2006-07 biennium. This budget consists of $347.6 million from the state’s General
Fund and $300.7 million from other funds. About 93% of the General Fund appropriation for the agency is for
grants to individuals.

The office is a cabinet-level state agency helping Minnesota students gain access to higher education. The
agency assesses Minnesota’s higher education
needs and provides policy advice to the
executive branch concerning the state’s higher
education sector. A core function of the agency
is to provide financial aid to students and
information to families to help them gain access
to post-secondary education. The financial
assistance is provided in aid through the state
grant program, work study, and the child care
program, and through state loans to students.
Ongoing tuition increases at post secondary
institutions in the state and the changing
demographics of the student population
continue to put pressure on these aid and loan
programs. Recent changes at the federal level
in the Pell financial aid program will reduce
obligations in the state grant program by approximately $7.0 million annually. The Governor proposes reinvesting
this in the program by changing the living and miscellaneous allowance and the treatment of actual tuition and
fees.

Another important piece of the Governor’s recommendation is a new performance accountability system for
higher education. This system will help policymakers focus on public rather than institutional purposes, and
assess the contribution of colleges and universities to the state.

The agency also serves as the state’s clearinghouse for data, research and analysis on postsecondary
enrollment, financial aid, finance and trends. In addition it oversees tuition reciprocity programs, Minnesota’s 529
college savings program, licensing, an early awareness outreach initiative for youth education technology
infrastructure and shared library resources.

We look forward to working with the legislature in the coming months.

Sincerely,

Susan Heegaard
Director

Higher Education Services Office
$347.6 Million FY 2006-07 General Fund

Grants to
Individuals

93%

Administration
2%

Programs
5%
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Direct Appropriations by Fund
General

Current Appropriation 175,002 175,002 175,002 175,002 350,004
Recommended 175,002 175,002 175,462 172,152 347,614

Change 0 460 (2,850) (2,390)
% Biennial Change from 2004-05 -0.7%

Expenditures by Fund
Direct Appropriations

General 144,756 207,490 175,462 172,152 347,614
Statutory Appropriations

Special Revenue 280 312 343 347 690
Federal 4,385 4,806 4,898 4,519 9,417
Miscellaneous Agency 3,945 4,693 390 390 780
Higher Education Svcs Office 128,939 139,869 143,650 146,150 289,800

Total 282,305 357,170 324,743 323,558 648,301

Expenditures by Category
Total Compensation 4,137 4,500 4,639 4,638 9,277
Other Operating Expenses 14,015 17,630 17,191 18,066 35,257
Payments To Individuals 132,922 194,569 161,322 161,322 322,644
Local Assistance 15,401 16,361 13,693 10,134 23,827
Other Financial Transactions 115,830 124,110 127,898 129,398 257,296
Total 282,305 357,170 324,743 323,558 648,301

Expenditures by Program
Student Financial Aid Services 135,489 197,365 163,954 163,954 327,908
State Student Loans 127,884 137,957 142,445 144,945 287,390
Research & Program Services 1,458 1,640 4,963 1,388 6,351
Libraries And Technology 14,406 15,972 9,110 9,110 18,220
Agency/Loan Administration 3,068 4,236 4,271 4,161 8,432
Total 282,305 357,170 324,743 323,558 648,301

Full-Time Equivalents (FTE) 68.6 71.7 74.5 74.5
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Fund: GENERAL
FY 2005 Appropriations 175,002 175,002 175,002 350,004

Technical Adjustments
Current Law Base Change (50) (50) (100)

Subtotal - Forecast Base 175,002 174,952 174,952 349,904

Change Items
Accountability Measurement System 0 100 300 400
Interstate Tuition Reciprocity 0 (2,600) (2,600) (5,200)
Learning Network of Minnesota 0 (500) (500) (1,000)
State Grant Software Re-write 0 310 0 310
University in Rochester 0 3,200 0 3,200

Total Governor's Recommendations 175,002 175,462 172,152 347,614

Fund: SPECIAL REVENUE
Planned Statutory Spending 312 332 332 664

Change Items
Private Career Schools (Fee Increase) 0 11 15 26

Total Governor's Recommendations 312 343 347 690

Fund: FEDERAL
Planned Statutory Spending 4,806 4,898 4,519 9,417
Total Governor's Recommendations 4,806 4,898 4,519 9,417

Fund: MISCELLANEOUS AGENCY
Planned Statutory Spending 4,693 0 0 0

Change Items
Consolidation- Facility Bonding Services 0 390 390 780

Total Governor's Recommendations 4,693 390 390 780

Fund: HIGHER EDUCATION SVCS OFFICE
Planned Statutory Spending 139,869 143,650 146,150 289,800
Total Governor's Recommendations 139,869 143,650 146,150 289,800

Revenue Change Items

Fund: SPECIAL REVENUE
Change Items

Private Career Schools (Fee Increase) 0 11 15 26

Fund: MISCELLANEOUS AGENCY
Change Items

Consolidation- Facility Bonding Services 0 390 390 780
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Fiscal Impact ($000s) FY 2006 FY 2007 FY 2008 FY 2009

General Fund
Expenditures $100 $300 $300 $300
Revenues 0 0 0 0

Other Fund
Expenditures 0 0 0 0
Revenues 0 0 0 0

Net Fiscal Impact $100 $300 $300 $300

Recommendation
The Governor recommends an appropriation of $400,000 for the FY 2006–07 biennium from the General Fund to
the Higher Education Services Office (HESO) to develop and implement a higher education accountability
measurement system. This system would provide a statewide perspective on all public and private institutions
that offer postsecondary education in Minnesota.

Background
Measurable accountability for public resources has been a hallmark goal for programs across federal, state and
local governments for the last 15 years. Performance reporting and funding was introduced in many funding
areas throughout the 1990’s. In 1994 the Legislature enacted language requiring the University of Minnesota and
the MnSCU system to reward campuses that achieve performance levels and assist campuses that do not
through the allocation of resources. In 1995 the Legislature set aside $5 million for each public system as a
performance incentive that was released in $1 million increments each time one of five performance measures
was met. This was non-recurring funding and the incentive process was not repeated in subsequent budget
sessions. In 1996 performance language was enacted stating, “the legislature expects each system and campus
to measure and report on its performance using meaningful indicators that are critical to achieving the
objectives…” In 2001 rider language in the higher education funding bill directed both systems to report biennially
on a number of measures, although not all of these were performance based standards. This same direction was
included in the 2003 funding bill.

According to its web site, the University of Minnesota has provided performance documents since at least 1995.
These reports are extensive covering a broad range of institutional goals. MnSCU has also been working on an
accountability system but has not yet produced a public report. A brief review of several web sites indicates that
private postsecondary institutions have adopted strategic plans that speak to accountability measures, but none
have published accountability reports as suggested in this recommendation.

The published documents and informal information received from the two public systems indicate a serious effort
is being made to provide accountability measures. However, these efforts have been developed from the
perspective of the institution, not from the state. While institutional measures are important, they do not pose the
same questions that a statewide system would ask. These questions would address the current and future
allocation of state resources. In addition, the efforts are particular to each institution or system and do not provide
results than can be aggregated to a higher level. Further, to best serve all citizens in Minnesota, the state has an
interest in all postsecondary institutions providing services, not just those that receive a direct state appropriation.
This requires the inclusion of private institutions, which receive many public benefits including access to the state
grant and loan programs, tax exempt status for certain property and facility financing, and other tax advantages.
Minnesota is one of the few states that do not have an overall performance system for postsecondary institutions.

The Governor recommends that HESO develop and implement a statewide accountability measurement system.
HESO would establish a planning group comprised of stakeholders from the various postsecondary institutions.
FY 2006 would be a planning year during which this group would be convened for input and advice. In order to
avoid problems encountered elsewhere, HESO would also draw on the assessment experience and expertise of a
number of nationally recognized individuals and groups who have developed these systems in other states. The
funding in FY 2007 and thereafter would pay for ongoing operation of the system. Costs would include:
purchasing information from licensing and graduate admissions testing organizations; contracting with testing and
survey organizations; purchasing other national data; administrative costs at the institution level; and other



HIGHER EDUCATION SVCS OFFICES
Change Item: Accountability Measurement System

State of Minnesota Page 5 2006-07 Biennial Budget
Governor’s Recommendation 1/25/2005

student–related costs. Once these data are collected and analyzed, HESO will report the results and outcomes to
the Legislature, the Governor and the public.

Relationship to Base Budget
Base funding for higher education for the FY 2006-07 biennium is nearly $2.8 billion.

Key Measures
The measures would be developed in FY 2006.
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Fiscal Impact ($000s) FY 2006 FY 2007 FY 2008 FY 2009

General Fund
Expenditures ($2,600) ($2,600) ($2,600) ($2,600)
Revenues 0 0 0 0

Other Fund
Expenditures 0 0 0 0
Revenues 0 0 0 0

Net Fiscal Impact ($2,600) ($2,600) ($2,600) ($2,600)

Recommendation
The Governor recommends a general fund appropriation of $1 million each year of the FY 2006-07 biennium to
the Higher Education Services Office (HESO) for the interstate tuition reciprocity program. This recommendation
reduces the base appropriation for this program by $2.6 million each year. HESO does not project any interstate
payment obligation to Wisconsin in either the FY 2006-07 biennium or in the FY 2007-08 biennium. HESO also
does not project interstate payment obligations to North Dakota to exceed $1 million annually over the same
period. This recommendation does not impact the ability of Minnesota students to participate in tuition reciprocity.

Background
Over 22,500 Minnesota residents participated in tuition reciprocity in fall 2003 over 19,000 residents of North
Dakota, South Dakota, and Wisconsin participated in tuition reciprocity in fall 2003.

Minnesota has interstate tuition reciprocity payment calculations with Wisconsin and North Dakota. With no
changes to the Minnesota/Wisconsin tuition reciprocity agreement, HESO does not project that the state will make
a payment to Wisconsin for either the FY 2006-07 or FY 2008-09 biennia. HESO does not project interstate
payment obligations to North Dakota to exceed $1 million annually in either the FY 2006-07 or FY 2008-09
biennia. As such, the program’s base appropriation can be reduced by $2.6 million without impacting the ability of
students to participate in tuition reciprocity.

Interstate tuition reciprocity is a cost based program. Reciprocity students and the participating states share
responsibility for interstate tuition reciprocity payments. Specifically, Minnesota is responsible for the marginal
instructional costs minus student paid tuition for Minnesota students enrolled in Wisconsin. Minnesota
undergraduate students attending in Wisconsin pay tuition at a rate charged by a comparable Minnesota
institution. This practice avoids providing financial incentives for students to remain at home or to leave their
home state for education. Similarly, Wisconsin is responsible for the marginal instructional costs minus student
paid tuition for Wisconsin students enrolled in Minnesota. Wisconsin undergraduate students attending in
Minnesota pay tuition at a rate similar to that charged by a comparable Wisconsin institution.

In academic year 2003-2004:
ÿ Minnesota students enrolled in Wisconsin generated $68.5 million in marginal instructional costs and paid

$57.7 million in tuition. Minnesota students enrolled in Wisconsin paid 84% of marginal instructional costs
through tuition, leaving 16% for Minnesota’s General Fund. Minnesota’s tuition reciprocity obligation to
Wisconsin was $10.8 million.

ÿ For the same year, Wisconsin students enrolled in Minnesota generated $65.2 million in marginal instructional
costs and paid $48.3 million in tuition. Wisconsin students enrolled in Minnesota paid 74% of marginal
instructional costs through tuition, leaving 26% for Wisconsin’s General Fund. Wisconsin’s tuition reciprocity
obligation to Minnesota was $16.9 million.

ÿ Wisconsin’s obligation to Minnesota was $6.1 million higher than Minnesota’s obligation to Wisconsin. As a
result, Wisconsin made a $6.1 million payment to the Minnesota General Fund.
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Relationship to Base Budget
In relation to the $133 million tuition reciprocity marginal instructional costs in the Minnesota/Wisconsin tuition
reciprocity agreement, the $2.6 million annual base reduction is small. The remaining annual base budget of $1
million is projected to meet Minnesota’s tuition reciprocity financial obligation.

Key Measures
Over 41,500 students participated in Minnesota’s tuition reciprocity agreements in fall 2003. The $2.6 million
reduction in the tuition reciprocity base appropriation is not expected to reduce student participation in tuition
reciprocity. M.S., 136A.08, subd. 2, defines the purpose of tuition reciprocity as the mutual improvement of
educational advantage for the residents of Minnesota and other states or provinces with whom agreements are
made. The tuition reciprocity base reduction does not alter the mutual improvement of education advantage for
the residents of Minnesota and other states or provinces as provided through tuition reciprocity agreements.

Statutory Change: Not Applicable
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Fiscal Impact ($000s) FY 2006 FY 2007 FY 2008 FY 2009

General Fund
Expenditures ($500) ($500) ($500) ($500)
Revenues 0 0 0 0

Other Fund
Expenditures 0 0 0 0
Revenues 0 0 0 0

Net Fiscal Impact ($500) ($500) ($500) ($500)

Recommendation
The Governor recommends a general fund appropriation of $4.654 million each year of the FY 2006-07 biennium
to the Higher Education Services Office (HESO) for the Learning Network. This appropriation reflects an annual
reduction of $500,000 in funding for this program.

Background
This reduction would decrease the grants made to the six higher education telecommunications regions while
allowing core functions to be maintained. Because public higher education institutions’ academic programs and
administrative services utilize the Learning Network to varying degrees, HESO anticipates that the systems and/or
campuses may chose to mitigate any budget reduction. A possible alternative for the systems would be to
provide services over a reduced bandwidth and/or to reduce some of the services that support various campus
functions.

Relationship to Base Budget
This change reduces the base budget for the Learning Network program by approximately 10%.

Alternatives Considered
The Governor has a separate recommendation to increase funding for MnSCU’s Minnesota Online program.

Statutory Change: Not Applicable
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Fiscal Impact ($000s) FY 2006 FY 2007 FY 2008 FY 2009

General Fund
Expenditures $0 $0 $0 $0
Revenues 0 0 0 0

Other Fund
Expenditures 0 0 0 0
Revenues 0 0 0 0

Net Fiscal Impact $0 $0 $0 $0

Recommendation
The Governor recommends recognizing the savings in the State Grant Program that are expected to result from
the U.S. Department of Education’s recent adjustment in the determination of the federal needs analysis, and
retaining these General Fund savings in the program. To retain the savings, the Governor recommends making
two changes to the State Grant Program’s cost parameters. First, the State Grant Program’s allowance for Living
and Miscellaneous Expenses (LME) would be increased from $5,205 to $5,280. Second, the basis for the
recognized cost of attendance would be changed from average tuition and fees to actual tuition and fees. Under
the assumption of a constant base budget for each year of the biennium, the net effect of these two changes is $0
in FY 2006 and $0 in FY 2007.

Background
In December 2004 the U.S. Department of Education announced it was adjusting the tax tables used in the
federal needs analysis for financial aid programs, effective for the 2005-06 school year. In the federal needs
analysis state and other taxes are deducted from gross income to determine the amount available to families to
pay postsecondary education costs. Since state and other taxes differ from state to state, Minnesota has a
separate amount that is recognized. During the late 1990’s through 2001 taxes in Minnesota were substantially
reduced. This results in a lower deduction and a larger amount of net income recognized under the federal needs
analysis formula.

This federal change will result in lower Pell grants from the federal government to students attending school in
Minnesota. The Higher Education Services Office (HESO) estimates this loss to exceed $6 million annually, but
considers this estimate to be a floor since there are a number of students in the state that do not appear in the
agency’s database (they do not qualify for a state grant). Since the state grant formula is based on the same
federal needs analysis, many students will receive lower state grants, although in some cases the amounts will
actually increase. The federal change will result in about 36,000 students receiving smaller state grants and
about 19,000 receiving larger grants.

The Governor recommends recognizing this cost savings and retaining it in the State Grant Program through the
changes outlined below:

ÿ The living and miscellaneous allowance (LME) generally recognizes the cost of living for a student that
includes room, board, transportation and other non-academic costs. This parameter affects every student
receiving a grant under the program. The current LME level is $5,205. The Governor recommends
increasing the LME amount from the current level to $5,280. This change affects every student who receives
a grant.

ÿ The State Grant Program contains a number of other eligibility requirements and cost parameters that
determine a student’s final grant award. One of the cost parameters is the “recognized cost of attendance,”
which is defined as a combination of an allowance for living and miscellaneous expenses with an allowance
for average tuition and fees. (The allowance is currently $8,983 for students in four-year programs and
$6,913 for students in two-year programs.) Prior to 2001 the grant formula used the average tuition and fees
for the institution attended by the student. In 2001, the allowance was changed from average to actual tuition
and fees paid by the student. Budget constraints in 2003 led to a reversion back to average tuition and fees.
(A December 2004 HESO analysis confirmed intuitive analysis that moving from actual to average tuition and
fees reduces a grant for students with above–average costs and provides a bonus for students with below–
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average costs.) The Governor’s recommended change will more accurately align the State Grant program
with the actual costs incurred by students. This change to actual tuition and fees will increase grants for
about 31,000 students and decrease grants for about 3,300 students in FY 2006 compared to current law.

Relationship to Base Budget
The General Fund portion of the base budget for the state grant program is $140.5 million each year. These
recommendations will not change the base budget for the program.

Alternatives Considered
There are many parameters in the state grant program that can be changed.

Statutory Change : Minnesota Statutes, sections 136A.101 and 136A.121
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Fiscal Impact ($000s) FY 2006 FY 2007 FY 2008 FY 2009

General Fund
Expenditures $0 $0 $0 $0
Revenues 310 0 0 0

Other Fund
Expenditures 0 0 0 0
Revenues 0 0 0 0

Net Fiscal Impact $310 $0 $0 $0

Recommendation
The Governor recommends a one-time General Fund appropriation of $310,000 in FY 2006 to allow the Higher
Education Services Office (HESO) to migrate the State Grant software application from its current legacy COBOL
implementation to a relational database platform. This would reduce maintenance, allow modifications to the
State Grant Program parameters to be implemented more quickly, improve reporting and ad hoc query
capabilities, and improve disaster recovery response time.

Background
The State Grant Program currently uses software leased from Sigma System, Incorporated. The software was
intended for use by post-secondary institutions to manage student financial aid at a single institution. The
COBOL code had to be extensively modified by HESO staff in order to be used by the State Grant Program.
These HESO-specific changes need to be reinserted each year when Sigma releases its annual upgrades. It
currently takes HESO staff approximately two months each year to modify and test the upgraded code. The
amount of time spent on maintenance will increase since new modifications are made by Sigma Systems each
year.

The current COBOL implementation of the State Grant application is inflexible. Ad hoc querying and reporting
capabilities are very limited. Modifications to the application due to changes in statute or to improve customer
service are time consuming and expensive. Electronic government services are difficult to implement.

The proposed solution is to migrate the application to a relational database such as Oracle or DB2 on an Intel-
based server running Windows. The application itself would be written in a modern development tool such as
Visual Basic or Visual C#.

Rewriting the State Grant Program software will reduce the amount of staff time needed to maintain the
application, and will reduce the amount of time and effort required to make modifications due to changes in
statute or at the request of our customers. The redesigned interface will also be significantly more user-friendly,
as the current character-based application requires navigating multiple unused screens and data fields.

Ad hoc reporting and querying capabilities will be improved for administrative and research needs as well as to
respond to the information requests of our customers. Electronic government services to financial aid
administrators, such as providing information about their institution’s students, will be much easier to implement.

The new relational database will shorten the time needed by the agency to respond to any potential disaster that
occurs to the system. This will ensure near–continuous operation for students and institutions.

Relationship to Base Budget
HESO’s annual general fund base budget is approximately $175 million. Of this total HESO distributes over $115
million in state financial aid to almost 70,000 Minnesota post-secondary students annually.

Key Measures
HESO-specific changes to the base software must be reinserted each year when HESO’s software vendor
releases its annual upgrades. It currently takes HESO staff two months each year to modify and test the
upgraded code. It should take less than half that time to prepare the rewritten State Grant application for a new
academic year.
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Alternatives Considered
Rewriting the State Grant program using only in-house database and programming staff was considered and
rejected due to lack of available time and resources to successfully complete the task. However, in-house
database and programming staff will contribute to this project throughout its duration.

Technology Funding Detail (Dollars in Thousands)
2006-2007 Biennium 2008-2009 Biennium 2010-2011 BienniumFunding

Distribution FY 2006 FY 2007 FY 2008 FY 2009 FY 2010 FY 2011
Personnel $0 $0 $0 $0 $0 $0
Supplies 0 0 0 0 0 0
Hardware 10 0 0 0 0 0
Software 0 0 0 0 0 0
Facilities 0 0 0 0 0 0
Services 300 0 0 0 0 0
Training 0 0 0 0 0 0
Grants 0 0 0 0 0 0
TOTAL $310 $0 $0 $0 $0 $0

Office of Technology Analysis
The Office of Technology recommends this work proceed in collaboration with the Drive to Excellence’s work
related to Grants Management. Care and consideration must be given to accommodate the functional and
technical elements that may be common within the design of the overall grant management strategic
transformation--this work and investment needs to be explicitly coordinated to collaborate with the enterprise
approach to Grants management.
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Fiscal Impact ($000s) FY 2006 FY 2007 FY 2008 FY 2009

General Fund
Expenditures–Implementation $200 0 0 0
Expenditures–Development 3,000 0 0 0
Revenues 0 0 0 0

Other Fund
Expenditures 0 0 0 0
Revenues 0 0 0 0

Net Fiscal Impact $3,200 0 0 0

Recommendation
The Governor recommends a $3.2 million appropriation in FY 2006 to establish an independent, publicly
incorporated postsecondary education institution in Rochester. The central mission of the institution is to provide
high quality programs focused on the specific technical educational needs of the community. Of the amount
recommended, $200,000 is for initial implementation and program development. The remaining $3 million would
be used for further development of the institution.

Background
The existing University Center at Rochester is a partnership between the University of Minnesota and two MnSCU
campuses, Rochester Community and Technical College (RCTC) and Winona State University. In 1994, the
partner institutions created the University Center Rochester campus, which comprises 900,000 square feet of
educational space on a 480–campus. In 1997, a Provost's position was created to facilitate collaboration among
these partner institutions and promote seamless services for students. The three institutions offer more than 150
programs of study, enroll approximately 20,000 students in credit and noncredit education, and manage campus
land and facilities.

As impressive as this collaborative effort is, there remain shortcomings with the arrangement. Students have an
array of choices, but three separate operating entities still exist. Local community leaders have expressed
concern that even under the collaborative arrangement, the needs of Rochester are not being met. A new
independent institution would possess the governance structure required to more completely meet these needs.
Moreover, an institution with a clear focus on disciplines such as engineering, physics, mathematics and health
sciences would address workforce needs in Rochester as well as statewide needs for more students trained in
these areas.

In the initial implementation stage for this new institution, HESO will establish a planning group comprised of
Rochester business, community and academic leaders. This group would develop program and operating details
for the new institution, to be opened in FY 2008. Proposed language would direct the group to consider a number
of other issues including limits on student enrollment, limits on the disciplines in which degrees are granted, which
programs will be offered directly, and which programs may be purchased from other providers, limits on non–
instructional programming, accreditation issues, permanent facility and land needs, and implementation funding
needs, as well as a transition plan for the current partners.

The governing board of the new institution will be an independent, publicly incorporated entity whose members
are appointed by the Governor. The enabling statute will establish the governing board and define its structure,
powers and duties to operate this new higher education institution. The board will have the option to join an
existing postsecondary education institution or system, operate as an independent entity, or create a hybrid entity.
Finally, there will be a requirement that the board annually report financial and student outcome data to HESO in
order to provide accountability–related information.

Relationship to Base Budget
This is a new institution for which base funding does not exist.

Statutory Change : Yes, language in a new chapter of Minnesota Statutes, and cross-references as needed in
chapters 135A and 136A.
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Fiscal Impact ($000s) FY 2006 FY 2007 FY 2008 FY 2009

General Fund
Expenditures $0 $0 $0 $0
Revenues 0 0 0 0

Other Fund
Expenditures 11 15 15 15
Revenues 11 15 15 15

Net Fiscal Impact $0 $0 $0 $0

Recommendation
The Governor recommends that the fees associated with the Minnesota Private Career School Act be increased
to ensure that revenues from the licensing activities are sufficient to recover but not exceed the costs of
administering the Private Career School program.

Background
Licensing fees for private career schools were last increased in 2000. The recommended changes address the
increased costs of administering the licensing program. The changes also address some existing inequities in the
current fee structure by making it more of a “pay–for–service” structure, where schools that use more services
from HESO will pay higher fees than those that use fewer services. HESO staff reviewed fees in neighboring
states to ensure that the proposed changes are consistent.

For example, schools that frequently change classes, programs or degrees will pay the basic licensing fee as well
as fees for changes. Schools with more than one location will pay a fee for additional locations.

In some instances schools will be able to control their licensing expenses by making fewer changes in existing
classes and programs, by limiting the number of solicitors they employ, and/or by limiting the number of multiple
locations they wish to have. To the extent that schools make these kinds of adjustments, the amount of the
projected revenue increase will be reduced.

Relationship to Base Budget
Some of the proposed changes will represent about a 15% increase over existing fees (new and renewal base
licensing fees). The solicitor fee will increase about 40%. The multiple location fee is new. Overall HESO
expects that the fee changes will have minimal fiscal impact.

Key Measures
The project revenue increases will enable HESO to continue to provide the services required to insure that the
Private Career School Act is adequately administered and enforced, including: basic licensing activities; review of
programs and curriculum of licensed schools; and consumer services and protection.

Alternatives Considered
The only alternative considered was to not change fees at this time. Not increasing and revising the fee structure
would have resulted in the revenue supporting the administration of the Private Career School Act quickly
becoming inadequate to support the program.

Statutory Change : Yes, new section in Minnesota Statutes, chapter 141
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Fiscal Impact ($000s) FY 2006 FY 2007 FY 2008 FY 2009

General Fund
Expenditures $0 $0 $0 $0
Revenues 0 0 0 0

Other Fund
Expenditures (390) (390) (390) (390)
Revenues 390 390 390 390

Net Fiscal Impact $0 $0 $0 $0

Recommendation
The Governor recommends that the Higher Education Facilities Authority (HEFA) be merged into the Higher
Education Service Office (HESO). Bringing HEFA within HESO will streamline services to postsecondary
institutions by allowing them to come to one agency for financing requirements. HESO already has established
working relationships with these institutions through the State Grant program and the financial aid loan programs
it administers. Sharing space and other administrative requirements will likely reduce administrative costs and
result in a cost savings to participating institutions. HESO will also explore ways to reduce issuance costs
through sharing bond counsel expenses, financial analysis evaluation, and credit enhancement devices that
would lower costs to institutions.

Background
The HEFA was created in 1971 to enhance the capacity of nonprofit higher education institutions in the state to
finance the construction of educational facilities. While most public institutions finance their facility needs through
state general obligation bonds, this program assists private nonprofit institutions in the state. (In limited program
areas community colleges and technical colleges are eligible to obtain capital project financing through HEFA,
and on two occasions community colleges have received special legislation to finance resident living space.) The
definition of capital projects that qualify for treatment is very broad and includes most buildings that would be
needed on a postsecondary campus.

When a nonprofit institution has an approved capital project, HEFA issues revenue bonds to finance the project.
The bonds are serviced through specified revenue related to the project and do not constitute general obligation
debt of the state. Currently HEFA can issue bonds up to a maximum total of $800 million outstanding bond
principal at any one time. (Since its inception it has had 140 bond issues totaling $1,025 million.) At the end of
2004 HEFA had $578 million total bond principal outstanding.

Since 1996 HEFA has also acted as the dissemination agent for annual SEC filing requirements for institutions
that borrow through this mechanism.

Under current practice, the fees charged to participating higher education institutions and 40% of the associated
expenditures are managed outside of the state’s accounting and budget systems. The other 60% of the
expenditures, for compensation, flows through the accounting system and have been reflected in the related fiscal
pages.

Under the Governor’s proposed transfer of HEFA duties to HESO, both the fees and expenditures will be
managed within the state’s accounting and budget systems. As a result the full amount of this activity will be
reflected in HESO’s budget and managed within the state’s accounting system.

Relationship to Base Budget
Operating funds of approximately $390,000 annually would transfer to HESO from HEFA under this
recommendation, because HESO will be the entity to charge and receive these fees. These are funds currently
outside of the General Fund.

Key Measures
The reduced administrative issuance costs will result in lower costs to participating postsecondary institutions.

Statutory Change : Minnesota Statutes, sections 136A.25 to 136A.42
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Agency Purpose
The purpose of the Minnesota Higher Education Services
Office (HESO) is stated in the agency mission to:
♦ help students achieve financial access to post-

secondary education;
♦ enable students to choose among post-secondary

education options;
♦ protect and inform educational consumers;
♦ produce independent, statewide information on post-

secondary education; and
♦ facilitate interaction among and collaboration with

organizations that share responsibility for education in
Minnesota.

During the 2003 legislative session, HESO became a
cabinet level agency with a director appointed by the
Governor. The director is responsible for serving as higher
education advisor to the Governor.

Core Functions
Minnesota Statutes, Chapter 136A, gives HESO specific
core responsibilities to:
♦ administer state financial aid programs for students;
♦ negotiate and administer statewide interstate tuition

reciprocity programs;
♦ publish and distribute to students and parents information about academic and financial preparation, including

financial aid;
♦ approve, register, and license private colleges and career schools;
♦ oversee statewide library service programs that improve access to information and support cost-effective

library operations;
♦ administer the Minnesota Education Telecommunications Council;
♦ collect and maintain student enrollment and financial aid data;
♦ administer federal programs that affect students and institutions on a statewide basis; and
♦ prescribe policies, procedures, and rules necessary to administer the programs under HESO’s supervision.

Operations
Through delivery of its core programs, HESO affects several primary constituencies including:
♦ current college students;
♦ students and families who are preparing for post-secondary education;
♦ colleges and universities that participate in providing distance learning opportunities and library services for

students;
♦ researchers; and
♦ policymakers who use statewide post-secondary education data.

HESO provides programs and services through different means, including:

ÿ Student Financial Aid Programs. The Minnesota State Grant Program provides more than $140 million in
need-based aid to Minnesota students annually. HESO also administers other student financial aid programs
such as the Post-Secondary Child Care Grant Program, State Work Study Program, and the Public Safety
Officers’ Survivors Benefit Program. Other core financial aid programs are the Student Educational Loan
Fund (SELF), the Minnesota College Savings Plan, and the Interstate Tuition Reciprocity Program. These

At A Glance

Two-year State Budget:
$362 million General Fund
$274 million Student Loan Fund
$ 11 million Federal & Agency Funds

Over 90% of the general fund appropriation is for
student and school grants.

Annual Business Processes:
$125 million in grants to 71,000 students
$107 million in student loans to 29,000 students
$ 12 million in work study to 12,000 students

Over 40,000 students participate in the Interstate
Reciprocity Program.

150 private institutions registered or licensed.
415,763 requests per year for MINITEX library
information resources.

33,875 accountholders in Minnesota College
Savings Program
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programs enable thousands of Minnesota students to have financial access to, and choice of, post-secondary
educational opportunities.

ÿ Publications, Outreach, and Data. HESO’s publications, videos, CD–Rom, web page content, and direct
contact with students and families enable the agency to provide outreach to communities of color, low-income
families, and families with no previous higher education experience. The Get Ready! Program, working in
tandem with the federally-sponsored GEAR UP (Gaining Early Awareness and Readiness for Undergraduate
Programs) and Intervention for College Attendance Program Grants, provides a continuum of contact and
service to low income students from 4th grade through high school as they prepare for college admission and
attendance.

HESO’s web site includes information for students and parents; enrollment data which can be customized by the
user; information concerning private post-secondary institutions licensed or registered by HESO; on-line tuition
reciprocity applications; and a financial aid estimator.

ÿ Library Resources. The MINITEX Library Information Network provides students, scholars, and residents of
Minnesota and contiguous states with cost effective access to a wide range of library resources and
information, including delivery of interlibrary loan materials, cooperative licensing, and access to electronic
resources. The Minnesota Library Information Network (MnLINK) is a statewide virtual library that
electronically links major Minnesota libraries. The MnLINK Gateway connects the online catalogs of 20
Minnesota library systems and selected commercial databases so that they appear to a user as a single
source of information. The MnLINK Integrated Library System is being implemented as a shared library
automation system for the University of Minnesota, Minnesota State Colleges and Universities, Minnesota
state agencies and interested private college, public, school, and special libraries.

The Learning Network of Minnesota provides access to educational programs and library resources through web–
based learning interactive videos, and other telecommunications technology. The Learning Network enables
students to have access to learning opportunities that otherwise would be unavailable at their college or in their
geographic area.

Through state laws that under gird the registration and licensure of private colleges, universities, and career
schools, HESO protects students as consumers by assuring that private post-secondary institutions meet state
standards and operate legally in Minnesota.

Budget
HESO’s budget for the 2004–05 biennium totals approximately $647 million. Of this amount, $362 million (56%)
is state general fund monies, $274 million (42%) is the Student Loan Capital Fund, and the remaining $11 million
(2%) is comprised of special revenue, federal and agency funds.

Higher Education Services Office staff include 72 full-time equivalent (FTE) employees, of which 22 are state
funded.

Contact

Higher Education Services Office Telephone: (651) 642-0533
1450 Energy Park Drive, Suite 350 800-657-3866
Saint Paul, Minnesota 55108-5227 Fax: (651) 642-0675

E-mail: info@heso.state.mn.us

For further information, see HESO’s website at www.mheso.state.mn.us

http://www.mheso.state.mn.us
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Direct Appropriations by Fund
General

Current Appropriation 175,002 175,002 175,002 175,002 350,004
Recommended 175,002 175,002 175,462 172,152 347,614

Change 0 460 (2,850) (2,390)
% Biennial Change from 2004-05 -0.7%

Expenditures by Fund
Direct Appropriations

General 144,756 207,490 175,462 172,152 347,614
Statutory Appropriations

Special Revenue 280 312 343 347 690
Federal 4,385 4,806 4,898 4,519 9,417
Miscellaneous Agency 3,945 4,693 390 390 780
Higher Education Svcs Office 128,939 139,869 143,650 146,150 289,800

Total 282,305 357,170 324,743 323,558 648,301

Expenditures by Category
Total Compensation 4,137 4,500 4,639 4,638 9,277
Other Operating Expenses 14,015 17,630 17,191 18,066 35,257
Payments To Individuals 132,922 194,569 161,322 161,322 322,644
Local Assistance 15,401 16,361 13,693 10,134 23,827
Other Financial Transactions 115,830 124,110 127,898 129,398 257,296
Total 282,305 357,170 324,743 323,558 648,301

Expenditures by Program
Student Financial Aid Services 135,489 197,365 163,954 163,954 327,908
State Student Loans 127,884 137,957 142,445 144,945 287,390
Research & Program Services 1,458 1,640 4,963 1,388 6,351
Libraries And Technology 14,406 15,972 9,110 9,110 18,220
Agency/Loan Administration 3,068 4,236 4,271 4,161 8,432
Total 282,305 357,170 324,743 323,558 648,301

Full-Time Equivalents (FTE) 68.6 71.7 74.5 74.5
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Program Description
To compete in today’s global economy, most Minnesotans
will enroll in some form of post-secondary education. As
education has become more and more essential,
Minnesota has enacted significant programs of financial aid
and other assistance to help overcome barriers to post-
secondary education. The activities supported by the
Higher Education Services Office’s Student Financial Aid
Services program are part of the state’s strategy to keep
education affordable and accessible for all Minnesota
residents.

Minnesota’s financial aid policy, the Design for Shared Responsibility, enables Minnesota residents to attend the
post-secondary institution that can best meet their educational needs, regardless of their financial circumstances.
The Design for Shared Responsibility helps to make post-secondary education affordable for students from a
wide range of economic circumstances. Under the Design for Shared Responsibility, students, families, and
taxpayers are each assigned responsibility for paying a portion of the cost of post-secondary education. The
Design gives students a significant payment responsibility, because they are the primary and direct beneficiaries
of the financial aid. The Design assigns the remaining price to families and taxpayers. A family’s share is based
on its ability to pay.

The share of post-secondary education costs that is assigned to taxpayers under the Design is paid for, up to a
specified maximum cap, by the Minnesota State Grant program, working in combination with the federal Pell
Grant program. The Minnesota Work Study program provides students with part-time jobs so that students can
earn money to help meet their assigned payment responsibilities. Minnesota Student Educational Loan Fund
(SELF) loans, along with other federal and private loans, enable students and their families to defer part of their
payment responsibilities until after the student completes his or her academic career.

The objectives for student financial aid are to:
ÿ Enable residents of Minnesota to enroll in a post-secondary institution.
ÿ Support the ability of students to choose the post-secondary institution that best meets their educational

needs, regardless of their financial circumstances.
ÿ Help pay for child care if students need such assistance to attend post-secondary institutions.
ÿ Help fund work study opportunities so that students can earn income to help pay for their post-secondary

education.
ÿ Encourage post-secondary participation by providing information about college and how to pay for college,

especially to low-income families and families of color.

The important issues facing student financial aid services are to reach decisions that will:
♦ reflect accurate and increasing prices for post-secondary education so that students do not fall behind in their

ability to pay educational expenses;
♦ maintain eligibility requirements for student aid that are consistent with enrollment patterns of today’s

students;
♦ expect a rigorous but reasonable investment by students in their own educations and provide flexible

opportunities to meet this expectation through work and borrowing;
♦ meet obligations under interstate tuition reciprocity agreements that reduce the price of educational options

available to Minnesota residents; and
♦ respond to changes in Minnesota’s increasingly diverse population by providing information and other support

mechanisms for low-income students and families to increase their awareness of post-secondary educational
opportunities and the steps they must take to prepare academically and financially to access such
opportunities.

Program at a Glance

♦ State student financial aid programs serve
approximately 74,000 students and distribute
$132 million dollars of aid.

♦ Many students receive assistance from more
than one state financial aid program.
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Population Served
The Minnesota State Grant Program, the Post Secondary Child Care Program, the Safety Officers Survivors
Program, and State Work Study serve Minnesota residents attending Minnesota post secondary institutions.
Interstate Tuition Reciprocity serves Minnesota residents attending public institutions in Wisconsin, North Dakota,
South Dakota, a college in Iowa, and Manitoba. It also serves students from those states that attend Minnesota
public institutions. Student and Parent Information Program is targeted to Minnesota residents but is informative
to other populations. The College Savings Plan can serve all families not just Minnesota families.

Services Provided
The Minnesota State Grant Program and Safety Officers Survivors Program reduce the cost of postsecondary
education by awarding funds that do not have to be repaid. The Post Secondary Child Care Program helps
students pay for childcare while they attend college. The State Work Study pays part of the wages for low-income
students while the work at an eligible job. Interstate Tuition Reciprocity reduces cost barriers for students who
want to attend a public college in a partner reciprocity state. The College Savings Plan reduces tax barriers to
saving for college. The Student & Parent information activity helps students plan for college. Student Financial Aid
Services administers all of the above programs and activities.

Key Measures
The Minnesota State Grant Program and Safety Officers Survivors Program encourages attendance by reducing
the cost of postsecondary education by awarding funds that do not have to be repaid. The Post Secondary Child
Care Program enables more students with children to attend college. The State Work Study pays part of the
wages for low-income students thus making it easier for them to find a job while in college. Interstate Tuition
Reciprocity reduces cost barriers for students who want to attend a public college in a partner reciprocity state.
The College Savings Plan encourages saving by reducing tax barriers to saving for college. The Student & Parent
information activity helps students plan for college and thus help support college enrollment. Student Financial Aid
Services administers all of the above programs and activities efficiently.

Program Funding
The Minnesota State Grant Program (which includes funding for the Post Secondary Child Care Program and
Safety Officers Survivors), Interstate Tuition Reciprocity, State Work Study, the Student & Parent information
activity, and the student financial aid services administration are funded through the state’s General Fund. The
College Savings Plan is funded through fees on the accounts and an allocation from the General Fund.

Contact
Minnesota Higher Education Services Office
1450 Energy Park Drive, Suite 350
St. Paul, Minnesota 55108-5227
Phone: (651) 642-0533
Fax: (651) 642-0675
www.mheso.state.mn.us

http://www.mheso.state.mn.us
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Direct Appropriations by Fund
General

Current Appropriation 163,046 163,046 163,046 163,046 326,092
Subtotal - Forecast Base 163,046 163,046 163,046 163,046 326,092

Governor's Recommendations
Interstate Tuition Reciprocity 0 (2,600) (2,600) (5,200)

Total 163,046 163,046 160,446 160,446 320,892

Expenditures by Fund
Direct Appropriations

General 132,222 193,782 160,446 160,446 320,892
Statutory Appropriations

Special Revenue 20 30 0 0 0
Federal 3,247 3,553 3,508 3,508 7,016

Total 135,489 197,365 163,954 163,954 327,908

Expenditures by Category
Total Compensation 1,188 1,252 1,252 1,252 2,504
Other Operating Expenses 999 1,203 1,040 1,040 2,080
Payments To Individuals 132,926 194,569 161,322 161,322 322,644
Local Assistance 318 271 270 270 540
Other Financial Transactions 58 70 70 70 140
Total 135,489 197,365 163,954 163,954 327,908

Expenditures by Activity
State Grants 120,179 173,108 146,856 146,856 293,712
Mn College Savings Program 382 1,858 1,120 1,120 2,240
Interstate Tuition Reciprocity 0 7,200 1,000 1,000 2,000
State Work Study 12,387 12,501 12,444 12,444 24,888
Student & Parent Information 2,471 2,628 2,464 2,464 4,928
Student Financial Aid Services 70 70 70 70 140
Total 135,489 197,365 163,954 163,954 327,908

Full-Time Equivalents (FTE) 25.1 29.2 29.2 29.2
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Activity Description
The State Grant Activity provides financial aid to Minnesota
residents attending Minnesota post-secondary institutions.
Programs under this activity are funded from General Fund
appropriations.

Minnesota State Grant Program M.S. 136A.121
The State Grant Program is the foundation of post-
secondary financial aid assistance grants for undergraduate
students.

In the 2004-05 academic year, Minnesota resident students
will pay average tuition and fees of $3,686 at Minnesota
State Colleges and Universities (MnSCU) technical
colleges, $3,753 at MnSCU community colleges, $5,242 at MnSCU state universities, $8,263 at the University of
Minnesota (as an undergraduate in the College of Liberal Arts, Twin Cities campus), and $21,467 at private liberal
arts colleges. The State Grant Program is designed to take into account actual charges for tuition and estimated
living costs, up to statutorily specific maximums.

The program accommodates a wide array of undergraduate students and student choices. There are no age or
educational program restrictions. Students may be enrolled for as few as three semester credits.
Undergraduates may attend any Minnesota public post-secondary institution and most Minnesota private post-
secondary institutions.

Minnesota State Grants are based on a policy called the Design for Shared Responsibility, which assigns specific
responsibilities for paying the price of attendance to students, families, and taxpayers. Minnesota State Grants
are determined by establishing a price of attendance and then subtracting the amounts of that price assigned to
students and families, and the amount paid by taxpayers through Federal Pell Grants.

Under the Design for Shared Responsibility, students are assigned a significant part of the price of attendance,
which can be covered by savings, earnings, loans, or assistance from institutional or private sources. The Design
reflects the state’s policy that amount assigned to students should be rigorous, yet reasonable for students to
assume with work or borrowing if necessary. The current Assigned Student Responsibility is 46% of the price of
attendance. The remaining part of the price is assigned to families and taxpayers. The dollar amount assigned to
families is based on the family’s income and net worth. The Design assigns taxpayers the responsibility for
covering the amount not assigned to students and families. Taxpayers’ assignments are covered by a
combination of Federal Pell Grants that eligible students receive from the federal government and Minnesota
State Grants.

For the FY2004-05 biennium, the State Grant Program received a $40 million increase over base level funding,
for a total of $281 million. Because the increased funding by the legislature did not cover projected spending,
several changes were made to the program in order to keep spending within the available appropriation. An
application deadline was also implemented that requires students to submit an application no later than 14 days
of the start of the academic term.

Minnesota Post-Secondary Child Care Grant Program (M.S. 136A.125)
Minnesota students with young children face additional expenses associated with child care while attending
school. To help offset the costs these nontraditional students face for child care services, Post-Secondary Child
Care Grants are made available to students who: have children 12 years of age and younger (14 years of age
and younger if the child has a disability); do not receive assistance under the Minnesota Family Investment
Program (MFIP); and who need child care assistance in order to attend an eligible Minnesota post-secondary
school. A maximum grant award ($2,200 per year, per child for a full-time student) is established in statute.
Grant awards are based on family income and family size. Students may receive child care assistance for up to

Activity at a Glance

From 2003-04:
♦ Minnesota State Grants

Number of Awards: 69,571
Total Award Amount: $115,274,000

♦ Minnesota Post-Secondary Child Care Grants
Number of Awards: 2,537
Total Award Amount: $4,285,970

♦ Safety Officers Survivor Grants
Number of Awards: 13
Total Award Amount: $57,546
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40 hours/week per eligible child. Each campus selects recipients and makes the child care grant awards from the
institution’s allocation.

Learn and Earn
HESO holdS funds that were earned by one cohort of high school students under the Learn and Earn Program
administered by the Department of Education. Students have until ten years after their graduation to use the
funds for post-secondary expenses.

Public Safety Officers’ Survivor Grant M.S. 299A.45
The Public Safety Officers’ Survivor Grant program honors public safety officers killed in the line of duty and
assures that their survivors will be able to afford higher education tuition. Dependent children and surviving
spouses may receive assistance under this program. The commissioner of Public Safety certifies that the
applicant is a survivor of a public safety officer killed in the line of duty. Eligible applicants receive grant
assistance to enroll in an undergraduate or certified program at a Minnesota post-secondary institution. The grant
is equal to the tuition and fees charged by that institution up to the amount of the tuition and fee maximum used
for the Minnesota State Grant Program.

Population Served
Described above.

Key Measures
The Minnesota State Grant Program provides access to higher education for over 69,000 diverse Minnesota
residents. Each year approximately 50% of the State Grant aid dollars go to students whose family income is less
than $30,000, and 85% of the aid dollars go the students whose family income is less than $50,000.

Activity Funding

Contact
Minnesota Higher Education Services Office
1450 Energy Park Drive, Suite 350
St. Paul, Minnesota 55108-5227
Phone: (651) 642-0533
Fax: (651) 642-0675
www.mheso.state.mn.us

Source of Funding
Expenditures by Category
FY2004-05 (Total $267 Million)

General
0.02%

Student
Grants
99.98%

Source of Funding
Expenditures by Fund

FY2004-05 (Total $267 Million)

Federal
0.96%

General
99.04%

http://www.mheso.state.mn.us
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Direct Appropriations by Fund
General

Current Appropriation 145,318 145,318 145,318 145,318 290,636

Subtotal - Forecast Base 145,318 145,318 145,318 145,318 290,636

Total 145,318 145,318 145,318 145,318 290,636

Expenditures by Fund
Direct Appropriations

General 118,892 171,525 145,318 145,318 290,636
Statutory Appropriations

Federal 1,287 1,583 1,538 1,538 3,076
Total 120,179 173,108 146,856 146,856 293,712

Expenditures by Category
Total Compensation 24 32 32 32 64
Other Operating Expenses 5 1 1 1 2
Payments To Individuals 120,150 173,075 146,823 146,823 293,646
Total 120,179 173,108 146,856 146,856 293,712

Full-Time Equivalents (FTE) 0.5 0.5 0.5 0.5
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Activity Description
The Minnesota College Savings Plan encourages
individuals and families to save for post-secondary
education. In this way it supports HESO’s mission of
helping students achieve financial access to and choice
among post-secondary educational options.

A parent, grandparent, or other individual can establish an
account for beneficiary who will attend college in the future.
An account may be opened with a $25 check or money
order, electronic funds transfer, or automatic contribution plan. Account owners can also contribute $15 per
investment option per pay period using payroll deductions through participating employers. Three investment
options are available to account owners: 1) an all equity option, 2) a managed, age-based, option with the
investment becoming more conservative as the account beneficiary nears college attendance, and 3) a
guaranteed option set at 3.00% through March 31, 2005. Account owners may transfer all or any portions of their
funds invested in a particular investment option to another investment option once per calendar year or upon a
change of the account beneficiary. There is a $235,000 investment maximum. Earnings in the Minnesota
College Savings Plan are tax deferred while invested and tax free when distributed for qualified higher education
expenses. Qualified expenses are defined in federal law and include tuition and fees plus room and board if the
student attends at least half-time and books, supplies, and equipment required for enrollment.

Investment management, record keeping and other administrative expenses are paid by Minnesota College
Savings Plan account owners through an annual fee equivalent to .65% of their account balances. There are no
other fees or charges. The Minnesota Higher Education Services Office and the Minnesota State Board of
Investment have contracted with TIAA-CREF, Tuition Financing, Inc. to manage the Minnesota College Savings
Plan.

The state of Minnesota provides a matching grant to account beneficiaries from low- and middle-income
Minnesota families. The matching grant is available to Minnesota resident account beneficiaries whose parent
files a Minnesota individual income tax return with federal adjusted gross income of $80,000 or less. If the
beneficiary’s family income is $50,000 or less, 15% of the contribution can be matched, up to a total of $300
annually. If the beneficiary’s family income is between $50,000 and $80,000, 5% of the contribution can be
matched up to a total of $300 annually. A minimum $200 contribution is required in order to be considered for a
matching grant. Matching grants must remain invested for a minimum of three years, cannot be transferred, and
cannot be withdrawn for reasons other than a qualified higher education expenditure as defined by federal law.
The matching grant is not an entitlement. The state of Minnesota retains ownership of matching grants until all
requirements for the grant are met. Availability is limited by the amount of funds appropriated.

Population Served
The Minnesota College Savings Plan is available to any person as permitted under Section 529 of the United
States’ Internal Revenue Code. Minnesota College Savings Plan data from the end of the first quarter 2004
showed 88% of accounts were owned by Minnesota residents, and Minnesota residents held 80% of Plan assets.
Non-Minnesota account owners are likely to be grandparents or relatives of a Minnesota resident account
beneficiary.

Services Provided
Account owners are provided with a low-cost, tax-advantaged post-secondary education savings instrument.
Accounts may be opened online. Account owners have online access to account data, investment performance,
and account service forms at www.mnsaves.org. Account information and services are also available from a toll
free telephone number, 1-877-338-4646. Account owners receive quarterly statements. Minnesota College
Saving Plan marketing emphasizes the importance of financially planning for post-secondary education.

Activity at a Glance

♦ There were 33,875 Minnesota College
Savings Plan accounts with a total market
value of $237.4 million on July 13, 2004.

♦ As of June 30, 2004, 2,666 account
beneficiaries received matching grants based
on 2003 contributions.

http://www.mnsaves.org
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Historical Perspective
The Minnesota College Savings Plan opened on September 20, 2001.

Key Measures
Minnesota’s 529 College Savings Plan was one of five state plans awarded “high achiever” status in a USA Today
analysis of 43 savings programs nationally. Minnesota’s plan was praised for featuring low expenses and
matching grants for low-income residents. The USA Today report, published July 8, 2002, indicated that all the
top plans share one characteristic: below–average fees and expenses. The Minnesota Plan is among the least
costly to account owners for a fully contracted college savings plan in the United States.

The Minnesota College Savings Plan received a “5 cap rating,” with the state Plan receiving a top rating from a
leading expert on College Savings Plans (www.savingforcollege.com).

Activity Funding

Contact
Minnesota Higher Education Services Office
1450 Energy Park Drive, Suite 350
St. Paul, Minnesota 55108-5227
Phone: (651) 642-0533
Fax: (651) 642-0675
www.mheso.state.mn.us

Expenditure by Category
FY2004-05 (Total: $1.5 Million)

Source of Funding: General Fund

Student
Grants

89%

General
2%

Salaries
9%

http://www.savingforcollege.com
http://www.mheso.state.mn.us
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Direct Appropriations by Fund
General

Current Appropriation 1,120 1,120 1,120 1,120 2,240

Subtotal - Forecast Base 1,120 1,120 1,120 1,120 2,240

Total 1,120 1,120 1,120 1,120 2,240

Expenditures by Fund
Direct Appropriations

General 382 1,858 1,120 1,120 2,240
Total 382 1,858 1,120 1,120 2,240

Expenditures by Category
Total Compensation 61 79 79 79 158
Other Operating Expenses 9 21 21 21 42
Payments To Individuals 312 1,758 1,020 1,020 2,040
Total 382 1,858 1,120 1,120 2,240

Full-Time Equivalents (FTE) 0.8 1.0 1.0 1.0
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Activity Description
Minnesota’s tuition reciprocity agreements enhance student
access by eliminating nonresident admission barriers and
expand student choice by reducing non-resident tuition
prices. Minnesota has ongoing tuition reciprocity
agreements with Wisconsin, North Dakota, South Dakota,
one institution in Iowa, and the Canadian province of
Manitoba. The purpose of tuition reciprocity is the mutual
improvement of educational advantages for the residents of
Minnesota and other states or provinces with whom
agreements are made (M.S. 136A.08).

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

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

Population Served
Student participation in tuition reciprocity has grown since Minnesota first entered an agreement with Wisconsin
for academic year 1968-69. Over 40,000 tuition reciprocity students were enrolled in public institutions in the
participating states and province in fall 2003.

Key Measures
Tuition reciprocity agreements result in Minnesota students saving money by paying less tuition than they
otherwise would if they had to pay non-resident tuition. Looking at Wisconsin (where the non-resident tuition rate
is 2.5 times the tuition rate under reciprocity), North Dakota (where the non-resident tuition rate is 2 times the
reciprocity rate), and South Dakota (where the non-resident tuition rate is 1.5 times the reciprocity rate),
Minnesota students currently save a total of over $90 million dollars each year in tuition payments.

Activity Funding
The state appropriation for tuition reciprocity meets Minnesota’s net financial obligation, if there is any, to
Wisconsin and North Dakota. Agreements with South Dakota, Manitoba, and one institution in Iowa do not
require interstate payment calculations.

Students and taxpayers share responsibility for financing tuition reciprocity. Minnesota’s agreements with
Wisconsin and North Dakota require each state to pay the marginal instructional costs of their resident students
attending in the other state. Marginal instructional costs are defined in the agreements as 64% of instructional
costs. (Marginal instructional costs in the Minnesota/Wisconsin and Minnesota/North Dakota agreements exceed
$150 million annually.) Student-paid tuition is subtracted from marginal instructional costs to determine each
state’s net financial obligation. The state with the higher net financial obligation makes a payment of the
difference to the other state.

Activity at a Glance

Fall 2003 headcount
♦ 22,873 Minnesota students participated in fall

2003
♦ 5,931 North Dakota residents participated.
♦ 1,950 South Dakota residents participated.
♦ More than 100 Iowa residents participated.
♦ Fewer than 100 Manitoba residents

participated.
♦ 10,487 Wisconsin residents participated.
♦ Minnesota did not make any tuition reciprocity

payments based on academic year 2003-04.
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Three variables drive Minnesota’s tuition reciprocity financial obligation: 1) marginal instructional costs, 2)
reciprocity tuition rates, and 3) student enrollment choices. Minnesota’s tuition reciprocity payments have varied
as much as $4 million between any two fiscal years as marginal costs, tuition rates, and student enrollment
choices vary. Student enrollment choices are the most significant factor in the size of interstate tuition reciprocity
payments.

Contact
Minnesota Higher Education Services Office
1450 Energy Park Drive, Suite 350
St. Paul, Minnesota 55108-5227
Phone: (651) 642-0533
Fax: (651) 642-0675
www.mheso.state.mn.us

http://www.mheso.state.mn.us
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Direct Appropriations by Fund
General

Current Appropriation 3,600 3,600 3,600 3,600 7,200

Subtotal - Forecast Base 3,600 3,600 3,600 3,600 7,200

Governor's Recommendations
Interstate Tuition Reciprocity 0 (2,600) (2,600) (5,200)

Total 3,600 3,600 1,000 1,000 2,000

Expenditures by Fund
Direct Appropriations

General 0 7,200 1,000 1,000 2,000
Total 0 7,200 1,000 1,000 2,000

Expenditures by Category
Payments To Individuals 0 7,200 1,000 1,000 2,000
Total 0 7,200 1,000 1,000 2,000
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Activity Description
The State Work Study Program is campus based.
Allocations are made to participating institutions that use
the funds to make work-study awards to their students.
Institutions are responsible for identifying on and off-
campus job opportunities that allow students to earn their
work-study awards. Direct appropriations cover up to 75%
of the wages paid to work study students. The employers
pay the remaining 25%. Institutions and other employers
set wage rates for work-study positions.

The State Work Study Program plays a significant role in assisting many Minnesota students. Institutions that
attract older students, part-time students, and other students who are likely to already be employed enroll
proportionately fewer students interested in work-study positions. Each year, funds are reallocated from some
institutions unable to utilize their allocations to other institutions with unmet demands for work-study jobs.

As required by Minnesota Laws 2002, Chapter 374, The Minnesota Higher Education Services Office (HESO)
moved all the funds in the FY 2003 State Work Study Program into the State Grant Program in order to make full
awards in the State Grant Program. For FY 2004, the full $12.4 million State Work Study appropriation was made
available for work study awards.

Population Served
The program serves Minnesota undergraduate and graduate students who demonstrate financial need and who
are enrolled for at least six credits per term in eligible Minnesota institutions.

Historical Perspective
The State Work Study Program was created in 1975 to assist students in paying for their education by providing
opportunities to work on and off-campus. Most state work study jobs are on-campus, but the program has always
allowed and encouraged institutions to arrange jobs with nonprofit community organizations, senior citizens, and
persons with disabilities. In 1997, the statute was amended to permit the use of State Work Study funds for
internship positions with for-profit businesses if the internship is directly related to the student’s field of study.

Under Minnesota’s financial aid policy, all students are expected to contribute 46% of their price of attendance.
Work study earnings can help students fulfill their responsibility in paying their share of the price of attendance.
Most State Work Study awards are restricted to students who show “financial need,” and students’ past earnings
from non work study jobs can restrict their eligibility. For FY 2002 and FY 2004, on a pilot basis, institutions were
allowed to award State Work Study up to the Student Share used in the Design for Shared Responsibility
calculation for the Minnesota State Grant. Only ten institutions used this new feature during FY 2002 and 327
students received awards under this new method. After the FY 2004 year is completed, HESO will evaluate use
of the new feature.

Key Measures
ÿ State Work Study assists over 10,000 students to help pay their educational expenses.
ÿ Students in work study positions earn minimum wage or above.
ÿ Higher Education institutions continue to request additional work study funds for their students.

Activity Funding
The State Work Study activity has a FY2004-05 General Fund budget of $24.9 million.

Activity at a Glance

♦ In FY 2004, 10,442 students received
$11,634,088 in State Work Study funds as the
75% match to their state work-study wages.

♦ All State Work Study funds for FY 2003 were
moved to the State Grant Program in order to
make full State Grant awards.
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Contact
Minnesota Higher Education Services Office
1450 Energy Park Drive, Suite 350
St. Paul, Minnesota 55108-5227
Phone: (651) 642-0533
Fax: (651) 642-0675
www.mheso.state.mn.us

http://www.mheso.state.mn.us
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Direct Appropriations by Fund
General

Current Appropriation 12,444 12,444 12,444 12,444 24,888

Subtotal - Forecast Base 12,444 12,444 12,444 12,444 24,888

Total 12,444 12,444 12,444 12,444 24,888

Expenditures by Fund
Direct Appropriations

General 12,387 12,501 12,444 12,444 24,888
Total 12,387 12,501 12,444 12,444 24,888

Expenditures by Category
Payments To Individuals 12,387 12,501 12,444 12,444 24,888
Total 12,387 12,501 12,444 12,444 24,888
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Activity Description
The Higher Education Services Office (HESO) provides
information to help students and parents learn about and
prepare for educational opportunities beyond high school.
Research studies indicate that many families lack
information about financial and academic preparation; they
misperceive the price of attending college and know little
about financial aid. Of particular concern is the need to
provide information to students who are from low-income
families, of color, and/or little or no higher education
experience. These students complete high school and
participate in higher education at much lower rates than
their counterparts from more affluent, more educated
backgrounds. They face substantial financial, academic,
social, and cultural obstacles to higher education.

Population Served
The Services Office provides information on post-secondary education planning to students and parents, school
counselors, educators, and interested citizens throughout Minnesota. Information is provided to adults beginning
or returning to higher education. Some information is directed broadly to families while other efforts focus on
more targeted audiences – students at key education transition points, such as middle school to high school, or
families of specific backgrounds, low-income, of color, or no previous college experience. Recognizing the
growing diversity of languages spoken in the state, the Office provides many materials in Spanish, Hmong, and
Somali.

Services Provided
Several strategies are used to communicate information to students and parents. For example, the Get Ready
magazine informs parents with children of all ages about academic and financial preparation; Future Choices
materials encourage planning by eighth grade students; and Focus on Financial Aid informs families about
financial aid. The agency web page, www.mheso.state.mn.us, provides comprehensive information to help
students and parents prepare for higher education. FuturePlan: Life After High School is a new interactive CD-
ROM that helps high school students plan for possible careers and future education options.

The Get Ready! early awareness program provides low-income students at an early age (4th-8th grades), and their
parents with college and career planning information and academic skills that will help encourage and prepare
them to complete high school and pursue higher education. During 2003-2004, a pilot project entitled “Outreach
MN” involved thirteen classrooms in 3 schools (400 students). Under this project, the Get Ready! curriculum was
delivered by students’ classroom teachers.

In addition, the Services Office manages the Intervention for College Attendance Program. This program provides
grants to post-secondary institutions and community agencies to help enhance and/or expand programs that
provide services such as tutoring, mentoring, information about college options, parental involvement, and
summer academic experiences to low-income students.

Historical Perspective
The Services Office began providing information about financial access to families in the 1970s, paralleling the
growth of state and federal financial aid programs. The Get Ready! program was started in 1995-96, with a small
federal grant, in response to a study by the Wilder Research Foundation. The Minnesota Legislature provided
funds to expand Get Ready! in 1997 and to start the Intervention for College Attendance Program in 1999. In
1999, the Services Office received a significant amount of federal funds to support Get Ready! under the new
Gaining Early Awareness for Undergraduates Program (GEAR UP).

Activity at a Glance

♦ 2,340 low income students and parents
received direct Get Ready! service in 2003-
2004

♦ Over 5,000 students received College
Planning Presentations

♦ Approximately 20,000 students saw early
awareness theatre presentations

♦ 130,000 copies of Focus on Financial Aid
distributed

♦ 61,000 copies of Future Choices distributed
♦ 80,000 Get Ready magazines distributed
♦ 725,000 web page hits

http://www.mheso.state.mn.us


HIGHER EDUCATION SVCS OFFICES
Program: STUDENT FINANCIAL AID SERVICES
Activity: STUDENT & PARENT INFORMATION Narrative

State of Minnesota Page 35 2006-07 Biennial Budget
Background 1/25/2005

Current research shows that Minnesota is losing students of color as they transition through school. From
kindergarten through college, Minnesota’s persistent failure to educate students of color at the same rate as their
white counterparts is the most critical issue facing the state’s schools, communities, and policymakers and puts
the state’s economic future at risk. (The State of Students of Color 2004, Minnesota Minority Education
Partnership, Inc.) As Minnesota’s population becomes increasingly diverse, the need to provide accurate and
understandable information is essential.

Key Measures
The Services Office surveys customers to assess their satisfaction with the agency's products and services and
the usefulness of various types of information.

Focus on Financial Aid: In a fall 2003 survey, almost all high school counselors indicated some level of
satisfaction for Focus on Financial Aid with 69 percent being “very satisfied.” Almost all counselors indicated
some level of satisfaction concerning the quality of information provided, with 70 percent being “very satisfied.”

Web Page Information: Customers are increasingly coming to the agency web page for information. The number
of web page "hits" provides a general indicator of use. HESO web page hits increased from 535,000 in FY 2003
to 725,000 in FY 2004.

Get Ready! Program: In an end-of-year evaluation, 83% of students "agreed" that the program helped them know
the ways to pay for college; 73% "agreed" that the program helped them learn how much it costs to attend
different types of post-secondary institutions; and 83% of participants “agreed” that the program has helped them
learn more about different careers and the educational requirements for those careers.

Activity Funding

Contact
Minnesota Higher Education Services Office
1450 Energy Park Drive, Suite 350
St. Paul, Minnesota 55108-5227
Phone: (651) 642-0533
Fax: (651) 642-0675
www.mheso.state.mn.us

Expenditures by Category
FY2004-05 (Total: $4.9 Million)
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Source of Funding
FY2004-05 (Total: $4.9 Million)
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http://www.mheso.state.mn.us
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Direct Appropriations by Fund
General

Current Appropriation 564 564 564 564 1,128

Subtotal - Forecast Base 564 564 564 564 1,128

Total 564 564 564 564 1,128

Expenditures by Fund
Direct Appropriations

General 561 698 564 564 1,128
Statutory Appropriations

Special Revenue 8 30 0 0 0
Federal 1,902 1,900 1,900 1,900 3,800

Total 2,471 2,628 2,464 2,464 4,928

Expenditures by Category
Total Compensation 1,103 1,141 1,141 1,141 2,282
Other Operating Expenses 973 1,181 1,018 1,018 2,036
Payments To Individuals 77 35 35 35 70
Local Assistance 318 271 270 270 540
Total 2,471 2,628 2,464 2,464 4,928

Full-Time Equivalents (FTE) 23.8 27.7 27.7 27.7
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Activity Description
The division of Student Financial Aid Services administers student financial aid programs for which the Services
Office is the fiscal agent. This activity includes five state student financial assistance programs, five tuition
reciprocity programs, a Midwestern Student Exchange Program, and two federal student assistance programs.
The programs help to ensure post-secondary access and choice for Minnesota residents by providing financial
assistance to students from low and moderate income families

Programs:
♦ Financial Aid Administration

The division’s responsibilities include application processing, applicant notification, preparation of payment
requests to recipients, program reports and evaluation of program effectiveness. The staff also provide
administrative assistance to post-secondary institutional student financial aid offices, which includes training,
technical support and policy guidance.

♦ Paul Douglas Scholarship
This was a federal program, named for Illinois Senator Paul Douglas, offering loans to students who promised
to be teachers in rural areas of Minnesota. The program no longer makes loans and is currently in the
repayment phase. The Office receives no administrative funds from the federal government.

Population Served
During FY 2004, the Student Financial Aid Services Division processed approximately 140,000 student aid
applications, delivering $131 million of financial assistance to approximately 82,500 students attending both public
and private post-secondary educational institutions. Included in the total are 40,000 reciprocity students attending
institutions in Minnesota, Wisconsin, North Dakota, South Dakota, Iowa, and Manitoba under tuition reciprocity
agreements.

Activity Funding

Expenditures by Category
FY 2004-05 (Total: $1.30 Million)
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Contact
Minnesota Higher Education Services Office
1450 Energy Park Drive, Suite 350
St. Paul, Minnesota 55108-5227
Phone: (651) 642-0533
Fax: (651) 642-0675
www.mheso.state.mn.us

http://www.mheso.state.mn.us
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Expenditures by Fund
Statutory Appropriations

Special Revenue 12 0 0 0 0
Federal 58 70 70 70 140

Total 70 70 70 70 140

Expenditures by Category
Other Operating Expenses 12 0 0 0 0
Other Financial Transactions 58 70 70 70 140
Total 70 70 70 70 140
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Program Description
HESO’s State Student Loan Services provide administrative support for the Student Educational Loan Fund
Program (SELF), the Federal Stafford Loan Program and the Graduated Repayment Income Protection (GRIP)
Program. These loan programs assist undergraduate and graduate students in financing their education
expenses.

The activities provided under this program ensure fiscal integrity, efficient and effective use of resources through
the use of continued process improvement methodologies including measurements and analysis. State Student
Loan Services staff use technology to provide enhanced services to the public.

Budget Activities Included:
ÿ Student Educational Loan Fund (SELF)
ÿ Other loans: Federal Stafford Loan Program, Graduated Repayment Income Protection Program (GRIP).
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Expenditures by Fund
Statutory Appropriations

Higher Education Svcs Office 127,884 137,957 142,445 144,945 287,390
Total 127,884 137,957 142,445 144,945 287,390

Expenditures by Category
Total Compensation 426 527 527 527 1,054
Other Operating Expenses 11,686 13,390 14,090 15,090 29,180
Other Financial Transactions 115,772 124,040 127,828 129,328 257,156
Total 127,884 137,957 142,445 144,945 287,390

Expenditures by Activity
Stafford Loan 8 10 10 10 20
State Supplemental Loans 127,822 137,907 142,395 144,895 287,290
Other Loan Programs 54 40 40 40 80
Total 127,884 137,957 142,445 144,945 287,390

Full-Time Equivalents (FTE) 7.9 8.8 8.8 8.8
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Expenditures by Fund
Statutory Appropriations

Higher Education Svcs Office 8 10 10 10 20
Total 8 10 10 10 20

Expenditures by Category
Other Operating Expenses 8 10 10 10 20
Total 8 10 10 10 20
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Activity Description
The Student Educational Loan Fund (SELF) Program
provides an additional source of long-term, low interest
funding to Minnesota residents attending post-secondary
education institutions both in and outside Minnesota, the
province of Manitoba, and non-residents attending
Minnesota institutions. M.S. 136A.1701 authorizes the
creation of such supplemental loan programs.

Population Served
Graduate or undergraduate students may borrow from the
SELF Program. Minnesota residents attending in
Minnesota or at one of more than 180 out-of-state institutions that have contracts with the program are eligible to
borrow. Also, non-resident students attending eligible Minnesota institutions are eligible to borrow from this
program.

Services Provided
The State of Minnesota has established programs like SELF to help ensure access to an education of their choice
for Minnesota residents, and to non-residents attending Minnesota schools. As the price of higher education
continues to increase, more students need to partially or fully fund their education with student loans.

The private sector has created additional private loan programs in recent years. The SELF Program provides
funding to students at a lower interest rate, and without charging origination and guarantee fees. The SELF
Program is a low cost financing option for students.

The program requires a credit-worthy co-signer and payment of interest while the borrower is in school. The
Services Office also uses various collection tools to collect on defaulted SELF loans.

Key Measures
ÿ The average processing time for a SELF loan is 3-5 days.
ÿ The cumulative SELF default is less than 2%.

Activity Funding
There are no General Fund appropriations for this program. Operating expenses are financed from bonds, loan
repayments, and investment income.

The SELF Program is funded through repayments of existing SELF loans and through $194 million of tax exempt
bonds and $261 million of taxable bonds outstanding. These revenues finance additional SELF loans, pay
interest on the bonds, pay loan servicing costs, and cover program operating costs. Additional bonds of $155
million were issued for FY 2004-05. The Services Office is limited to a maximum of $850 million in outstanding
bonds. Tax-exempt bonds can be issued for student loans under Section 144(b)(1)(B) of the Internal Revenue
Code of 1986, as amended.

Contact
Minnesota Higher Education Services Office
1450 Energy Park Drive, Suite 350
St. Paul, Minnesota 55108-5227
Phone: 651-642-0533
Fax: 651-642-0675
www.mheso.state.mn.us

Activity at a Glance

♦ Since 1985, the Services Office has made
more than 275,000 SELF loans totaling over
$920 million to students from all sectors of
higher education. The Services Office
collected over $4.0 million from SELF
defaulters in FY 2004.

♦ In Fiscal Year 2004, the SELF Program lent
approximately $116 million to 30,000 students

http://www.mheso.state.mn.us
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Expenditures by Fund
Statutory Appropriations

Higher Education Svcs Office 127,822 137,907 142,395 144,895 287,290
Total 127,822 137,907 142,395 144,895 287,290

Expenditures by Category
Total Compensation 426 527 527 527 1,054
Other Operating Expenses 11,678 13,380 14,080 15,080 29,160
Other Financial Transactions 115,718 124,000 127,788 129,288 257,076
Total 127,822 137,907 142,395 144,895 287,290

Full-Time Equivalents (FTE) 7.9 8.8 8.8 8.8
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Activity Description
This activity includes one targeted state student loan
program and the federal Stafford Loan Program. The
Graduated Repayment Income Protection (GRIP) Program
is being phased out. The Services Office has not made any
Stafford Loans since 1988.

GRIP participants are graduates of Minnesota schools in
dentistry, medicine, pharmacy, veterinary medicine, public
health, and chiropractic medicine and Minnesota residents
graduating from osteopathy programs. The GRIP program
enabled program participants to repay their student loans
with repayment loans based on their projected annual
incomes. The GRIP Loan was discontinued in 1995 for
new participants.

Repayments to the GRIP and Stafford Programs are deposited in the Loan Capital Fund.

Population Served
The Stafford loan served graduate and undergraduate students.

GRIP participants were graduates of Minnesota schools in dentistry, medicine, pharmacy, veterinary medicine,
public health, and chiropractic medicine, and Minnesota residents graduating from osteopathy programs.

Key Measures
ÿ HESO will continue to monitor and oversee the repayment process for these loan programs in a cost effective

manner.

Activity Funding
The FY 2004-05 funding for this activity is $50,000.

Contact
Minnesota Higher Education Services Office
1450 Energy Park Drive, Suite 350
St. Paul, Minnesota 55108-5227
Phone: (651) 642-0533
Fax: (651) 642-0675
www.mheso.state.mn.us

Activity at a Glance

♦ The Services Office has a portfolio of less
than $500,000 under the Stafford Loan
Program, which will be serviced until the loans
have been repaid.

♦ The GRIP program enabled program
participants to repay their student loans with
repayment loans based on their projected
annual incomes. There are 55 individuals in
repayment. The principal of the loans ranges
from $3,400 to $119,000. The last borrower
should complete repayment of the last GRIP
loan in June 2015.

http://www.mheso.state.mn.us
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Expenditures by Fund
Statutory Appropriations

Higher Education Svcs Office 54 40 40 40 80
Total 54 40 40 40 80

Expenditures by Category
Other Financial Transactions 54 40 40 40 80
Total 54 40 40 40 80
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Program Description
HESO’s Research and Program Services support student and state interests in quality, well-managed, and
financially accessible higher education opportunities.

Research-related activities under this program are:
♦ data collection and reporting on higher education students
♦ analysis of state student financial aid programs and other student financing issues

Activities that support quality higher education programs are:
♦ consumer protection services that require private and out-of-state institutions to meet state standards
♦ specialized grants that assist institutions in addressing state and federal initiatives

Budget Activities Included:
ÿ Research and Program Services
ÿ Miscellaneous Grant Programs
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Direct Appropriations by Fund
General

Current Appropriation 100 100 100 100 200
Subtotal - Forecast Base 100 100 100 100 200

Governor's Recommendations
University in Rochester 0 3,200 0 3,200

Total 100 100 3,300 100 3,400

Expenditures by Fund
Direct Appropriations

General 80 125 3,300 100 3,400
Statutory Appropriations

Special Revenue 181 196 207 211 418
Federal 1,138 1,253 1,390 1,011 2,401
Higher Education Svcs Office 59 66 66 66 132

Total 1,458 1,640 4,963 1,388 6,351

Expenditures by Category
Total Compensation 269 266 274 268 542
Other Operating Expenses 26 60 70 60 130
Payments To Individuals (4) 0 0 0 0
Local Assistance 1,167 1,314 4,619 1,060 5,679
Total 1,458 1,640 4,963 1,388 6,351

Expenditures by Activity
Research & Program Services 240 262 3,473 277 3,750
Miscellaneous Grant Programs 1,218 1,378 1,490 1,111 2,601
Total 1,458 1,640 4,963 1,388 6,351

Full-Time Equivalents (FTE) 3.8 3.7 3.7 3.7
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Activity Description
In support of higher education opportunities for Minnesota
residents, the Research and Program Services activity
produces data and reporting on student enrollments and
financing and manages regulation of private and out-of-
state institutions.

Services under this activity result in:
♦ consumer protection through administration of statutes

that require private and out-of-state institutions to meet
state standards,

♦ the ability for state and institutional policymakers to
track student characteristics and trends, and

♦ research on state financial aid programs and how
students pay for post-secondary education.

Population Served
Students, former students, and prospective students of
private and out-of-state institutions are served by two consumer protection statutes administered under this
activity. Enrollment data and analyses are used by policy makers, institution staff, the media, and the general
public who need a single source of data on post-secondary education in Minnesota. The Services Office
produces analyses of student financing for state policy makers and staff, for agency planning, and for other
financial aid statistics and users.

Services Provided
Consumer Protection. Statutes allow the state to set minimum standards for private and out-of-state institutions
that offer programs in Minnesota.
ÿ The Minnesota Private Institution Registration Act (M.S. 136A.61-136A.71) provides quality control and

consumer protection for private, nonprofit and out-of-state post-secondary institutions offering educational
programs within the state. For profit institutions offering only programs at the baccalaureate or graduate level
are also regulated under this statute.

ÿ Licensing of private for-profit schools (M.S. Chapter 141) provides quality control and consumer protection for
private, for-profit career training providers offering programs below the baccalaureate level.

Standards address the quality of faculty, facilities and other program resources; financial stability; advertising and
promotion; and protection for students if an institution does not maintain the program as promised or ceases
operations. State oversight protects prospective students from schools that collect tuition money fraudulently,
“diploma mills” that sell degrees without offering legitimate programs, and schools that lack sufficient expertise or
financial resources to develop and maintain adequate post-secondary programs.

Research Services. Agency research services enable the state to identify trends and conditions in post-
secondary education. While individual institutions maintain information on their own activities, data collection and
analyses at the Services Office cover both public and private institutions for a more complete statewide picture.

Enrollment-related databases are maintained for fall term enrollments and degrees and other awards conferred by
Minnesota institutions. The Services Office publishes both standard enrollment reports and special analyses.
Upon request, staff produces tailored summary reports for researchers from a variety of organizations. Staff also
uses federal and other sources of information to provide answers to data questions about Minnesota higher
education. Most information of general interest is posted on the agency web site which is becoming the primary
way many users first look for data.

Research on student financing includes a biennial survey of undergraduate financial aid from all sources at
Minnesota institutions, and reporting on state financial aid programs for budgetary and policy purposes.

Activity at a Glance

♦ About 50 private, nonprofit and out-of-state
post-secondary institutions are approved to
offer degree programs in Minnesota; 23 other
post-secondary providers are registered to
offer non-degree programs.

♦ About 80 private, for-profit career training
providers are licensed to operate in
Minnesota.

♦ Enrollment records of 311,000 students
attending 98 institutions were reported in fall
2002.

♦ Research services made available on the
agency web site total over 150 pages of
information and links to agency reports.
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Activity Funding

This activity generates dedicated revenue from fees for Private Institution Registration and Private Career School
Licensure. Enrollment reporting and analysis are fully supported from state General Fund appropriations.
Student financing analysis is financed by the Loan Capital Fund and General Fund appropriations.

Contact
Minnesota Higher Education Services Office
1450 Energy Park Drive, Suite 350
St. Paul, Minnesota 55108-5227
Phone: (651) 642-0533
Fax: (651) 642-0675
www.mheso.state.mn.us

Expenditures by Category
FY 2004-05 (Total: $1.2 Million)

Attorney
General

2%

General
7%

Prof/Tech
Svcs
1%

Space
Rental

9%

Salaries
81%

Source of Funding
FY 2004-05 (Total: $1.2 Million)

Loan Fund
10%

Special
Revenue

32%

General
58%

http://www.mheso.state.mn.us
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Direct Appropriations by Fund
General

Current Appropriation 0 0 0 0 0

Subtotal - Forecast Base 0 0 0 0 0

Governor's Recommendations
University in Rochester 0 3,200 0 3,200

Total 0 0 3,200 0 3,200

Expenditures by Fund
Direct Appropriations

General 0 0 3,200 0 3,200
Statutory Appropriations

Special Revenue 181 196 207 211 418
Higher Education Svcs Office 59 66 66 66 132

Total 240 262 3,473 277 3,750

Expenditures by Category
Total Compensation 208 206 214 217 431
Other Operating Expenses 32 56 59 60 119
Local Assistance 0 0 3,200 0 3,200
Total 240 262 3,473 277 3,750

Full-Time Equivalents (FTE) 3.0 3.1 3.1 3.1
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Activity Description
This activity manages three specialized grant programs that
encourage post-secondary and nonprofit institutions to
address certain state and federal objectives.
ÿ State Post-Secondary Service Learning Grants

support the development of campus/community
collaborations that address significant long-term
community needs and enhance the academic and civic
development of post-secondary students.

ÿ Federal Learn and Serve America Grants support a
multi-state effort to impact the regional growth of
community service and service-learning activities.

ÿ Federal Improving Teacher Quality Grants support
the academic achievement of K-12 students by helping
schools and districts improve classroom instruction and
ensure that all teachers are highly qualified.

Population Served
The state Post-Secondary Service Learning program serves post-secondary students, community organizations,
and individual citizens. The federal Learn and Serve America grants serve a similar population on a regional
(MN, IA, WI) level. K-12 teachers and paraprofessionals in Minnesota schools are served by the Improving
Teacher Quality Program.

Services Provided
All program funds are awarded on a competitive basis. The Minnesota Higher Education Services Office provides
guidance for program development and administration, financial oversight and project evaluation. For the Learn
and Serve and the Post-Secondary Service Learning Grants, Services Office contracts with the Minnesota
Campus Compact for applicant selection and program technical assistance.

The state Post-Secondary Service Learning Program supports collaborative projects of at least one campus
and one community-based organization. In some cases, the community organization manages the program.

Currently, two funding areas (program start-up and quality improvement) allow different project strategies to meet
identified post-secondary and community needs. A 2003 assessment of state post-secondary projects funded
since 1989 showed significant positive outcomes for students and community members, including increased
project sustainability and institutional investment in civic engagement efforts.

The federal Learn and Serve America Program supports efforts to make service and service-learning a part of
the fundamental mission of colleges and universities. The three initiatives of this program emphasize
partnerships that build social and economic vitality, student leadership and improved departmental curricula.

Federal Improving Teacher Quality Grants are awarded to partnerships to conduct professional development in
mathematics, science, and social studies to ensure that teachers and paraprofessionals are highly qualified in the
subject matter knowledge and teaching skills. Eligible partnerships must include a teacher preparation division
and school of arts and sciences of a higher education institution and a high need school district.

Historical Perspective
Since 1985, the Services Office has administered more than $12 million in federal formula funds that have
supported 389 projects by higher education institutions and nonprofit organizations for teacher and
paraprofessional professional development. Primary emphasis is placed on content areas from mathematics,
science and social studies.

Activity at a Glance

♦ For the 2004-05 biennium, 10 service-learning
projects at colleges and community based
organizations have been awarded state grants
ranging from $13,000 to $20,000.

♦ As fiscal agent for a $380,000 federal 2004
Learn and Serve America award, HESO
supported 34 grant projects promoting active
citizenship.

♦ For FY2004, the federal Improving Teacher
Quality Program supports 28 grants, ranging
from $29,703 to $46,460, to nine Minnesota
higher education institutions and two nonprofit
organizations for projects serving high-need
school districts.
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The Minnesota Legislature’s investment in the Post-Secondary Service-Learning Grant Program has supported
engagement of over 25,000 students in 1,200 courses that integrate service-learning each year and a high
sustainability rate for projects, with 78 percent of projects continuing in their original form and an additional 15
percent evolving into or significantly influencing other projects. State funding has leveraged significant federal
dollars that match and expand state efforts. Minnesota has received over $1.3 million in federal Learn and Serve
America grants through the Corporation for National Service for service-learning during the last 10 years.

Key Measures
Post-secondary students engaged in service-learning activities. Each grant-funded project engages students
in service activities in local communities. “Service-learning” enhances students’ academic experience, promotes
career exploration, and builds a commitment to life-long civic engagement and service.

FY 1998-99 FY 2000-01 FY 2002-03 FY 2004-05 Estimate
1,709 students 1,947 students 1,912 students 2,992 students

Community organizations and Minnesotans benefiting from the service-learning grant program. Each
grant-funded project is designed to address significant, long-term community needs. Community organizations
work in partnership with colleges and universities to provide enhanced support for the residents they serve.

FY 1998-99 FY 2000-01 FY 2002-03 FY 2004-05 Estimate
148 organizations 331 organizations 104 organizations 112 organizations

5,789 Minnesotans 12,519 Minnesotans 18,870 Minnesotans 10,750 Minnesotans

Faculty members prepared to integrate service-learning experiences into their courses . Faculty involved in
grant projects revise existing curricula to include service-learning experiences for their students. Faculty are given
guidance in curriculum revision by program staff at workshops and through individual consultation.

FY 1998-99 FY 2000-01 FY 2002-03 FY 2004-05 Estimate
115 faculty 168 faculty 166 faculty 151 faculty

Activity Funding

Contact
Minnesota Higher Education Services Office
1450 Energy Park Drive, Suite 350
St. Paul, Minnesota 55108-5227
Phone: (651) 642-0533
Fax: (651) 642-0675
www.mheso.state.mn.us

Source of Funding
FY 2004-05 (Total: $2.5 Million)

General
7%

Federal
93%

http://www.mheso.state.mn.us
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Direct Appropriations by Fund
General

Current Appropriation 100 100 100 100 200

Subtotal - Forecast Base 100 100 100 100 200

Total 100 100 100 100 200

Expenditures by Fund
Direct Appropriations

General 80 125 100 100 200
Statutory Appropriations

Federal 1,138 1,253 1,390 1,011 2,401
Total 1,218 1,378 1,490 1,111 2,601

Expenditures by Category
Total Compensation 61 60 60 51 111
Other Operating Expenses (6) 4 11 0 11
Payments To Individuals (4) 0 0 0 0
Local Assistance 1,167 1,314 1,419 1,060 2,479
Total 1,218 1,378 1,490 1,111 2,601

Full-Time Equivalents (FTE) 0.8 0.6 0.6 0.6
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Program Description
HESO’s Library and Technology Program provides statewide support functions that assist libraries and post-
secondary institutions in providing Minnesotans with efficient access to library materials, distance education, and
other learning resources.

Budget Activities Included:
ÿ MINITEX
ÿ MnLINK Implementation/Gateway
ÿ Learning Network of Minnesota
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Direct Appropriations by Fund
General

Current Appropriation 9,660 9,660 9,660 9,660 19,320

Technical Adjustments
Current Law Base Change (50) (50) (100)

Subtotal - Forecast Base 9,660 9,660 9,610 9,610 19,220

Governor's Recommendations
Learning Network of Minnesota 0 (500) (500) (1,000)

Total 9,660 9,660 9,110 9,110 18,220

Expenditures by Fund
Direct Appropriations

General 10,444 11,279 9,110 9,110 18,220
Statutory Appropriations

Special Revenue 17 0 0 0 0
Miscellaneous Agency 3,945 4,693 0 0 0

Total 14,406 15,972 9,110 9,110 18,220

Expenditures by Category
Total Compensation 57 59 59 59 118
Other Operating Expenses 483 1,185 295 295 590
Local Assistance 13,866 14,728 8,756 8,756 17,512
Total 14,406 15,972 9,110 9,110 18,220

Expenditures by Activity
Minitex Library System 8,326 9,074 4,381 4,381 8,762
Mn Link Implementation 1,288 2,015 400 400 800
Learning Network Of Minn 4,792 4,883 4,329 4,329 8,658
Total 14,406 15,972 9,110 9,110 18,220

Full-Time Equivalents (FTE) 1.0 0.8 0.8 0.8
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Activity Description
MINITEX‘s mission is to enhance the effectiveness and
efficiency of libraries by expanding their access to
information resources for their users. Major activities are:
♦ retrieval and delivery of loans and photocopies from the

University of Minnesota Libraries and Minneapolis
Public Library plus libraries in the four states;

♦ coordination of a delivery system for libraries
throughout the region;

♦ discounted licensing of electronic databases and other
resources for academic, public, K-12, and state
government libraries and cooperative group purchasing
of electronic resources;

♦ a common database of magazine and newspaper
holdings owned by Minnesota, North Dakota, and South Dakota; and

♦ support and training for use of MINITEX services, electronic resources, and products.

Population Served
Now in its 35th year of operation, the MINITEX Library Information Network (MINITEX) is a publicly supported
network of libraries in Minnesota, North Dakota, and South Dakota. In Minnesota, MINITEX currently serves over
1,600 academic, state government, K-12, and public libraries, which in turn serve all the residents of the state.

Services Provided
MINITEX fulfills its objective through four primary activities: 1) document delivery; 2) group licenses for online
access to full-text and bibliographic resources; 3) a common data base of participants' books and non-print
holdings through on-line shared cataloging; and, 4) a database of serial titles (journals, magazines) held by
libraries in the MINITEX region.

Historical Perspective
MINITEX was originally funded jointly in 1969 by the Louis W. and Maud Hill Family Foundation and state and
federal funds. The pilot project demonstrated the educational and economic viability of this type of resource
sharing concept, and in 1971 the project became a program of the Minnesota Higher Education Coordinating
Board funded by the legislature. Since then, the number of participating libraries and services has expanded to
create a network of information resource sharing for the Minnesota/North Dakota/South Dakota region plus
Wisconsin.

The Legislature has generally increased MINITEX appropriations each year to improve document delivery and to
purchase additional statewide licenses to academic and general interest electronic resources. However, funding
for the program has been reduced in recent years.

Key Measures
Items delivered for Minnesota library users. The number of items made available by MINITEX either in
hardcopy, or electronic format to Minnesota library users:

FY 2001 FY2002 FY 2003 FY 2004 FY 2005 Estimate
328,448 383,235 411,085 415,763 495,316

Activity at a Glance

♦ More than 400,000 books, articles, and non-
print materials made available to Minnesota
residents.

♦ Statewide access to over 10,000 full-text
publications, plus 13,000 electronic books.

♦ Participation of more than 1,600 Minnesota
libraries of all types.

♦ More than 164,000 journals and magazines
owned by libraries in the MINITEX region
listed in a common source for each location.
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Participating Minnesota Libraries. The number of Minnesota libraries participating in one or more of the
primary MINITEX services supported by state appropriation:

FY 2001 FY2002 FY 2003 FY 2004 FY 2005 Estimate
1,098 1,404 1,540 1,654 1,665

Uses of licensed electronic resources. Usage of statewide licensed electronic resources in the Electronic
Library for Minnesota (ELM) and other electronic resources in nursing, science, engineering and other disciplines
available through academic libraries:

FY 2001 FY2002 FY 2003 FY 2004 FY 2005 Estimate
5,960,885 7,894,218 9,078,351 9,832,288 10,618,871

The cost for licensing ELM resources in FY2004 was $0.37 per Minnesota resident.

Activity Funding

The entire MINITEX appropriation is for contracted services provided by MINITEX at the University of Minnesota.
The University of Minnesota provides space and related physical plant and administrative support services
without charge to MINITEX.

Additional revenue is generated from contracts for collaboration with the Minnesota Department of Education, the
North Dakota State Library, and the South Dakota State Library. All these funds are passed directly to MINITEX at
the University of Minnesota. Revenue is also generated by the Online Computer Library Center (OCLC) online
cataloging service. The revenue received from libraries using OCLC services goes through the MINITEX office
and is passed directly to OCLC.

Contact
Minnesota Higher Education Services Office
1450 Energy Park Drive, Suite 350
St. Paul, Minnesota 55108-5227
Phone: (651) 642-0533
Fax: (651) 642-0675
www.mheso.state.mn.us

Expenditures by Category
FY2004-05 (Total: $17 Million)

OCLC
26%

Univ of
Minn
74%

Source of Funding
FY 2004-05 (Total: $17 Million)

General
52%

Agency
48%

http://www.mheso.state.mn.us
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Direct Appropriations by Fund
General

Current Appropriation 4,381 4,381 4,381 4,381 8,762

Subtotal - Forecast Base 4,381 4,381 4,381 4,381 8,762

Total 4,381 4,381 4,381 4,381 8,762

Expenditures by Fund
Direct Appropriations

General 4,381 4,381 4,381 4,381 8,762
Statutory Appropriations

Miscellaneous Agency 3,945 4,693 0 0 0
Total 8,326 9,074 4,381 4,381 8,762

Expenditures by Category
Local Assistance 8,326 9,074 4,381 4,381 8,762
Total 8,326 9,074 4,381 4,381 8,762
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Activity Description
MnLINK is a statewide virtual library that provides web-
based access to Minnesota library catalogs and state-
licensed electronic resources. MnLINK widens access to
library resources for all Minnesota residents by drawing
upon the combined collections of Minnesota libraries.

Population Served
Through the MnLINK Gateway, all Minnesotans can gain
access to library catalogs around the state. Validated users
can access lending privileges and statewide online
information resources purchased through the MINITEX
Electronic Library for Minnesota (ELM).

The MnLINK Integrated Library System serves the
students, faculty, and staff of the University of Minnesota,
the Minesota State Colleges and Universities (MnSCU)
system, and the users of state government libraries and
participating private college, public and school libraries.

Services Provided
Through the MnLINK Gateway (www.mnlink.org), Minnesota residents can search catalogs of academic,
government, public and school libraries and request materials for distribution through the MINITEX delivery
system. Launched in 1999, the Gateway also allows searches and retrievals from state-licensed electronic books,
and full-text magazine and newspaper articles (Electronic Library for Minnesota).

The MnLINK Integrated Library System can increase the efficiency of library operations and support resource
sharing by providing a common library automation system in all public academic and state agency libraries. All
University of Minnesota campuses began using the new software by July, 2003. Implementation within other
participating libraries started in August, 2003 and is ongoing.

Historical Perspective
The Higher Education Services Office developed MnLINK in cooperation with the Library Planning Task Force,
which was created by the 1994 legislature to make recommendations about library and information services. The
Higher Education Services Office contracts with MnSCU for management of MnLINK and operation of the
Gateway.

Key Measures
Authenticated Uses of the Gateway. While anyone from around the world can search library catalogs on the
MnLINK Gateway, only those who are “authenticated” as a holder of a valid card from a participating Minnesota
library can use the full set of Gateway features. The numbers below indicate how many times authenticated
Minnesota library card holders searched the Gateway.

FY01 FY02 FY03 FY04 FY05 Estimate
380,194 407,654 437,097 311,798* 450,000

Searches Conducted on the MnLINK Gateway. The numbers below indicate the number of separate searches
conducted on the Gateway.

FY01 FY02 FY03 FY04 FY05 Estimate
671,296 731,490 1,000,000 471,672* 870,000

* Gateway numbers declined during a transition to new software and tracking methodology.

Activity at a Glance

♦ The MnLINK Gateway allows library patrons
to search multiple library catalogs and on-line
electronic resources, including full-text
articles, from a single website. In all, library
patrons can access resources from 485
libraries and branches.

♦ The MnLINK Gateway provides a virtual
catalog to 33.7 million volumes owned by
participating libraries.

♦ The MnLINK Integrated Library System is an
automated library information system
operating on common software for the
libraries of the University of Minnesota,
Minnesota State Colleges and Universities,
state agencies and participating private
college, public and school libraries.

http://www.mnlink.org
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Allocation of Expenditures
FY2004-05 (Total: $1.7 Million)

Source of Funding: General
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Expenditures by Category
FY2004-05 (Total: $1.7 Million)

Source of Funding: General
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Catalog records loaded into MnLINK Integrated Library System. The MnLINK Integrated Library System
functions as a public online catalog of the holdings of participating libraries. The value of the system increases as
the number of records on it increases. The number of records loaded also indicates progress in moving to the
new automation system.

FY 2001 FY 2002 FY 2003 FY2004 FY05 Estimate
0 3,690,000 6,255,000 7,036,281 8,136,281

Activity Funding
Implementation of the MnLINK Gateway and the Integrated Library System is funded through a 1997
appropriation of $12 million, which was to be carried over until expended. In 2002, the Legislature removed
$822,000 from the continuing appropriation. As a result, libraries bear some costs that otherwise would have
been supported by the state appropriation. In the 2003 session, the Legislature stipulated that any unexpended
funds from the 1997 appropriation will cancel on June 30, 2005. The deadline is accelerating installation of the
Integrated Library System in the remaining libraries.

Once operational, the Integrated Library System is funded by participating libraries just as they have paid for their
own automation systems in the past. State funds are provided in an annual appropriation for the ongoing
coordination and operation of the Gateway. The 2003 legislature reduced the base appropriation for MnLINK
operations from $450,000 per year to $400,000 per year beginning in fiscal year 2006.

Contact
Minnesota Higher Education Services Office
1450 Energy Park Drive, Suite 350
St. Paul, Minnesota 55108-5227
Phone: (651) 642-0533
Fax: (651) 642-0675
www.mheso.state.mn.us

http://www.mheso.state.mn.us
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Direct Appropriations by Fund
General

Current Appropriation 450 450 450 450 900

Technical Adjustments
Current Law Base Change (50) (50) (100)

Subtotal - Forecast Base 450 450 400 400 800

Total 450 450 400 400 800

Expenditures by Fund
Direct Appropriations

General 1,288 2,015 400 400 800
Total 1,288 2,015 400 400 800

Expenditures by Category
Other Operating Expenses 455 1,140 250 250 500
Local Assistance 833 875 150 150 300
Total 1,288 2,015 400 400 800
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Activity Description
The Learning Network of Minnesota provides access to
educational programs and library resources through the
internet and other telecommunications technologies. The
Learning Network supports applications such as web-based
learning, interactive video and multimedia communications.
Its telecommunications network infrastructure also enables
administrative efficiency.

Population Served
All citizens of Minnesota have access to the Learning
Network and its programs through their public libraries,
selected K-12 school districts and member institutions of
higher education.

The Learning Network connects selected public school
districts, regional public library systems and all public
higher education institutions. Private higher education
institutions will be joining the Learning Network over
FY2005 with funding provided by individual campuses.
HESO serves as fiscal agent for the higher education portion of the Network. (The state Department of Education
is fiscal agent for the library portion and coordinates E-rate applications for public school districts and libraries.)

Services Provided
The higher education portion of the Learning Network is comprised of six regional networks, each of which serves
its member institutions with a range of educational technologies to enhance the delivery of programs and services
between members and with other post-secondary institutions in the state. These services include:
ÿ Credit courses. Over 1,000 college courses are offered over the Learning Network each year via interactive

video.
ÿ Access to Internet2 (the next generation, faster Internet). As a full Internet2 member, the University of

Minnesota sponsors access by all other higher education institutions and interested K-12 schools. The
Learning Network provides the necessary infrastructure.

ÿ Network applications such as e-mail accounts for students, web-based course support, desktop video,
administrative support and voice services.

ÿ Connections to private higher education institutions, school districts, libraries, business and industry sites,
correctional institutions, courthouses and medical facilities.

ÿ Network cost savings for the state and higher education institutions. The Learning Network aggregates
purchases to take advantage of economies of scale.

ÿ Support for joint degree programs between University of Minnesota and MnSCU campuses.
ÿ Instructional cost savings. Community and Technical College campuses, for example, can use interactive

video to share faculty and pool students in common sections.
ÿ Technology to help institutions meet staffing needs. Colleges are hiring adjunct faculty who teach from their

home communities via interactive video.

Historical Perspective
The 1993 Minnesota Legislature funded the development of a statewide telecommunications network to connect
public post-secondary education institutions around the state. In 1995, the resulting Learning Network was
expanded to include K-12 education and public libraries. Since 1993, the Legislature has made a total
investment of $52.7 million in the higher education portion of the Learning Network.

Activity at a Glance

♦ The higher education portion of the Learning
Network is comprised of six telecommuni-
cations regions serving all public higher
education institutions.

♦ The Learning Network enhances on-campus
learning and provides distance education
opportunities, thereby expanding access to
higher education throughout the state.

♦ Public higher education institutions rely on the
Learning Network for academic programs and
administrative services, and both the
University of Minnesota and the Minnesota
State Colleges and Universities (MnSCU)
include the Network as a key component in
their strategic plans.
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During FY2004, HESO, the six higher education telecommunications regions, the University of Minnesota and
MnSCU developed a “Learning Network Blueprint for Higher Education” that now includes participation by private
institutions. The document ensures collaboration on infrastructure investments, governance, planning, and
technical standards.

The Learning Network has a tradition of supporting research within higher education, from matching University
funding for the Northern Lights GigaPOP (connection point for high performance networking) to providing
infrastructure necessary for campuses to access Internet2 applications. In FY2004, the University of Minnesota
and the Services Office, on behalf of the Learning Network, became founding members of the Northern Tier
Network Consortium, an initiative to develop a premier research network for the educational institutions in the
upper-midwest and northwest.

Key Measures
♦ Number of Courses offered via interactive video:

Academic Year 1999-2000 880
Academic Year 2000-2001 944
Academic Year 2001-2002 1,084
Academic Year 2002-2003 1,240

♦ Number of Credits offered via interactive video:
Academic Year 1999-2000 2,884
Academic Year 2000-2001 3,108
Academic Year 2001-2002 3,163
Academic Year 2002-2003 3,664

The number of students enrolled in online courses offered via the Learning Network is growing rapidly. MnSCU,
for example, had an enrollment of 27,843 in online courses in 2003; that number increased to 45,080 in 2004.

Activity Funding
The 2003 Legislature provided $9.6 million for the higher education portion of the Learning Network for FY2004-
2005. These funds support grants to the six higher education telecommunications regions. Member institutions

within each region match the grant by at least 10%.

Contact
Minnesota Higher Education Services Office
1450 Energy Park Drive, Suite 350
St. Paul, Minnesota 55108-5227
Phone: (651) 642-0533
Fax: (651) 642-0675
www.mheso.state.mn.us

Expenditures by Category
FY 2004-05 (Total: $9.6 Million)

Source of Funding: General

Salaries &
General

2%
Higher

Education
Inst. Grants

98%

http://www.mheso.state.mn.us
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Direct Appropriations by Fund
General

Current Appropriation 4,829 4,829 4,829 4,829 9,658

Subtotal - Forecast Base 4,829 4,829 4,829 4,829 9,658

Governor's Recommendations
Learning Network of Minnesota 0 (500) (500) (1,000)

Total 4,829 4,829 4,329 4,329 8,658

Expenditures by Fund
Direct Appropriations

General 4,775 4,883 4,329 4,329 8,658
Statutory Appropriations

Special Revenue 17 0 0 0 0
Total 4,792 4,883 4,329 4,329 8,658

Expenditures by Category
Total Compensation 57 59 59 59 118
Other Operating Expenses 28 45 45 45 90
Local Assistance 4,707 4,779 4,225 4,225 8,450
Total 4,792 4,883 4,329 4,329 8,658

Full-Time Equivalents (FTE) 1.0 0.8 0.8 0.8
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Program Description
HESO’s Agency/Loan Administration Program provides overall administrative support for the Higher Education
Services Office and its Higher Education Services Council through fiscal services, human resources, office
administrative services, data processing and information management services, overall agency oversight and
management, communications, and legislative services.

Budget Activities Included:
ÿ Agency Management
ÿ Administrative Services
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Direct Appropriations by Fund
General

Current Appropriation 2,196 2,196 2,196 2,196 4,392
Subtotal - Forecast Base 2,196 2,196 2,196 2,196 4,392

Governor's Recommendations
Accountability Measurement System 0 100 300 400
State Grant Software Re-write 0 310 0 310

Total 2,196 2,196 2,606 2,496 5,102

Expenditures by Fund
Direct Appropriations

General 2,010 2,304 2,606 2,496 5,102
Statutory Appropriations

Special Revenue 62 86 136 136 272
Miscellaneous Agency 0 0 390 390 780
Higher Education Svcs Office 996 1,846 1,139 1,139 2,278

Total 3,068 4,236 4,271 4,161 8,432

Expenditures by Category
Total Compensation 2,197 2,396 2,527 2,532 5,059
Other Operating Expenses 821 1,792 1,696 1,581 3,277
Local Assistance 50 48 48 48 96
Total 3,068 4,236 4,271 4,161 8,432

Expenditures by Activity
Agency Management 179 226 226 226 452
Agency Services 2,889 4,010 4,045 3,935 7,980
Total 3,068 4,236 4,271 4,161 8,432

Full-Time Equivalents (FTE) 30.8 29.2 32.0 32.0
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Activity Description
The Agency Management Activity includes the Director’s Office and Communications and Legislative Services.

Services Provided
Responsibilities include:
♦ Providing overall leadership, direction, and supervision to approximately 70 full time equivalent staff
♦ Guiding and facilitating the work of the Higher Education Services Office
♦ Providing the nine–member Higher Education Services Council with the services necessary to achieve its

mission, annual objectives, and statutory responsibilities
♦ Communicating HESO and Council actions, positions, and services to the agency’s various constituencies

Activity Funding

Contact
Minnesota Higher Education Services Office
1450 Energy Park Drive, Suite 350
St. Paul, Minnesota 55108-5227
Phone: (651) 642-0533
Fax: (651) 642-0675
www.mheso.state.mn.us

Expenditures by Category
FY2004-05 (Total: $1.2 Million)

Higher Ed
Inst. Grants

8%

Space Rental
8%

General
7%

Prof/Tech
Svcs
1%

Printing
1%

Salaries
75%

Source of Funding
FY2004-05 (Total: $1.2 Million)

Loan Fund
34%General

66%

http://www.mheso.state.mn.us
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Expenditures by Fund
Statutory Appropriations

Higher Education Svcs Office 179 226 226 226 452
Total 179 226 226 226 452

Expenditures by Category
Total Compensation 151 173 173 173 346
Other Operating Expenses 28 53 53 53 106
Total 179 226 226 226 452

Full-Time Equivalents (FTE) 1.7 2.0 2.0 2.0
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Activity Description
This activity provides administrative support in the areas of
information and technology, financial management, internal
office services, and human resources to assist all agency
managers in the effective implementation and efficient
administration of their programs and activities.

Population Served
All agency staff, post-secondary institutions (both in-state
and out-of-state), post-secondary students, and contracted
vendors are served by this budget activity.

Services Provided
Three distinct work units provide key services pertaining to agency administration:

ÿ Financial Services unit provides services including: accounting, auditing, budgeting, fiscal oversight for
agency contracts, financial analysis and reporting, agency administrative policies and procedures,
purchasing, travel management, disbursement and receipt of funds and repayment processes for several
programs.

ÿ Human Resources and Agency Services unit provides services including: all aspects of human resource
management such as hiring, retention, termination, compensation, training, affirmative action, Americans with
Disabilities Act (ADA) compliance, insurance and workers compensation processing; provision of agency
receptionist responsibilities; fiscal note preparation, management of agency biennial budget narrative;
creation/oversight of contracting process to ensure compliance with all state contract regulations and
requirements; and application of continuous quality improvement to all agency services.

ÿ Information and Technology Services unit provides services including: analysis, design, programming, and
maintenance of computer applications for student financial aid programs and administrative support; database
administration; agency web site and intranet; minicomputer system management; agency network
infrastructure; technical support and maintenance for personal computers and servers.

Key Measures
ÿ Number of payment transactions lines processed: FY 2003 = 6,154; FY 2004 = 5,638 with 99% of payments

processed within 30 days.
ÿ In FY 2004, 65 post-secondary institutional audits related to Minnesota financial aid programs were

performed, resulting in $361,000 in billable fundings for state funded programs; audit review of financial
statements for over 140 post-secondary institutions licensed or registered by Minnesota Higher Education
Services Office.

ÿ Number of Interstate Tuition Reciprocity applications entered on-line via the agency web site: FY 2001 =
3,691; FY 2002 = 4,886; FY 2003 = 5,899.

ÿ Number of Student Educational Loan Fund (SELF) student loan applicants that have successfully completed
the interactive student loan counseling program on the agency web site: FY 2001 = 2,319; FY 2002 = 3,812;
FY 2003 = 4,309.

Activity Funding
Revenue Sources: The Minnesota Higher Education Services Office generates non-dedicated revenue,
dedicated revenue and federal revenue. The non-dedicated revenue is primarily generated through refunds of
prior year financial aid payments. In addition, the Services Office received payments on several miscellaneous
loan programs. All non-dedicated revenue is deposited to the state General Fund.

Activity at a Glance

♦ Funds disbursed for the issuance of student
loans: FY 2003 -- $107 million; FY 2004 --
$115.5 million

♦ Funds disbursed for State Financial Aid
payments: FY 2003 -- $135.7 million; FY 2004
-- $133.2 million

♦ Number of Post-Secondary Institutional Audits
performed: FY 2004 – 65
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Fee Structure: The Services Office has two programs that are funded primarily through specific licensing fees:
the Private Institution Registration Program and the Private Career School Licensure Program. In FY 2004, the
revenues for these programs totaled $195,000.

Contact
Minnesota Higher Education Services Office
1450 Energy Park Drive, Suite 350
St. Paul, Minnesota 55108-5227
Phone: (651) 642-0533
Fax: (651) 642-0675
www.mheso.state.mn.us

Expenditures by Category
FY2004-05 (Total: $3.4 Million)

General
11%

Supplies and
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8%
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9%

Salaries
68%

Source of Funding
FY2004-05 (Total - $3.4 Million)

General
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Direct Appropriations by Fund
General

Current Appropriation 2,196 2,196 2,196 2,196 4,392

Subtotal - Forecast Base 2,196 2,196 2,196 2,196 4,392

Governor's Recommendations
Accountability Measurement System 0 100 300 400
State Grant Software Re-write 0 310 0 310

Total 2,196 2,196 2,606 2,496 5,102

Expenditures by Fund
Direct Appropriations

General 2,010 2,304 2,606 2,496 5,102
Statutory Appropriations

Special Revenue 62 86 136 136 272
Miscellaneous Agency 0 0 390 390 780
Higher Education Svcs Office 817 1,620 913 913 1,826

Total 2,889 4,010 4,045 3,935 7,980

Expenditures by Category
Total Compensation 2,046 2,223 2,354 2,359 4,713
Other Operating Expenses 793 1,739 1,643 1,528 3,171
Local Assistance 50 48 48 48 96
Total 2,889 4,010 4,045 3,935 7,980

Full-Time Equivalents (FTE) 29.1 27.2 30.0 30.0
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Non Dedicated Revenue:
Other Revenues:

General 4,092 6,000 5,000 5,000 10,000
Other Sources:

General 1 0 0 0 0
Total Non-Dedicated Receipts 4,093 6,000 5,000 5,000 10,000

Dedicated Receipts:
Departmental Earnings:

Special Revenue 193 194 205 209 414
Grants:

Federal 4,327 4,736 4,828 4,449 9,277
Other Revenues:

Special Revenue 112 143 113 113 226
Federal 17 30 30 30 60
Miscellaneous Agency 4,079 4,559 0 0 0
Higher Education Svcs Office 71,720 102,480 133,085 135,585 268,670

Other Sources:
Special Revenue 1 1 1 1 2
Federal 41 40 40 40 80
Miscellaneous Agency 0 0 390 390 780
Higher Education Svcs Office 10,142 10,525 10,525 10,525 21,050

Total Dedicated Receipts 90,632 122,708 149,217 151,342 300,559

Agency Total Revenue 94,725 128,708 154,217 156,342 310,559
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Expenditures by Fund
Statutory Appropriations

Miscellaneous Agency 223 230 0 0 0
Total 223 230 0 0 0

Expenditures by Category
Total Compensation 223 230 0 0 0
Total 223 230 0 0 0

Expenditures by Program
Hgher Educ Fac Authr 223 230 0 0 0
Total 223 230 0 0 0

Full-Time Equivalents (FTE) 2.4 2.8 0.0 0.0
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Fund: MISCELLANEOUS AGENCY
Planned Statutory Spending 230 235 240 475

Change Items
Consolidation- Facility Bonding Services 0 (235) (240) (475)

Total Governor's Recommendations 230 0 0 0

Revenue Change Items
Fund: MISCELLANEOUS AGENCY

Change Items
Consolidation- Facility Bonding Services 0 (235) (240) (475)
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Fiscal Impact ($000s) FY 2006 FY 2007 FY 2008 FY 2009

General Fund
Expenditures $0 $0 $0 $0
Revenues 0 0 0 0

Other Fund
Expenditures 390 390 390 390
Revenues (390) (390) (390) (390)

Net Fiscal Impact $0 $0 $0 $0

Recommendation
The Governor recommends that the powers and duties of the Higher Education Facilities Authority (HEFA) be
assumed by the Higher Education Services Office, and that HEFA be abolished on July 1, 2005.

Background
HEFA was created in 1971 to assist nonprofit institutions of higher education in the construction, financing and
refinancing of capital projects.

Under current practice, the fees charged to participating higher education institutions and 40% of the associated
expenditures are managed outside of the state’s accounting and budget systems. The other 60% of the
expenditures, for compensation, flows through the accounting system and has been reflected in the related fiscal
pages.

Under the Governor’s proposed transfer of HEFA duties to the Higher Education Services Office, both the fees
and expenditures will be managed within the state’s accounting and budget systems. As a result the full amount
of this activity will be reflected in the Services Office’s budget and managed within the state’s accounting system.

At the end of FY 2004 HEFA had a reserve of about $2.1 million in net operating assets. This reserve was built up
through the annual fee HEFA charges each participating institution. The fee has generally been set at 1/8 of 1%
of the value of the amount outstanding of the bonds issued for the institution. In recent years HEFA has applied
significant discounts to this fee level. The Governor encourages HEFA to examine ways to return the unneeded
portion of the operating reserve to its participating higher education institutions.

Relationship to Base Budget
HEFA covers its operating costs through the fees it charges to participating higher education institutions. The
Governor recommends that the Higher Education Services Office continue to use this fee mechanism to cover the
administrative costs and expenses it will incur when it assumes HEFA’s functions.
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Agency Purpose
he Minnesota Higher Education Facilities Authority
(hereafter called the Authority) was created by the
state legislature in 1971 to assist nonprofit institutions

of higher education within the state in financing or
refinancing capital construction projects by issuing tax-
exempt revenue bonds. Beginning in FY 1988, the
legislature also asked that the Authority finance limited
types of projects at certain public higher education
institutions. The Authority receives no General Fund tax
dollars or any other legislative funding. The operating
funds come from fees charged to the institutions that
benefit from tax-exempt bonds.

Core Functions
The Authority operates under a board of ten members,
eight of whom are appointed by the governor with the
advice and consent of the senate. A representative of the
Minnesota Higher Education Services Office and the
President of the Minnesota Private College Council are the
two ex-officio members of the Authority.

The Authority issues tax-exempt revenue obligations and enters into agreements with higher education
institutions to be responsible for the use of the loan proceeds and to repay the bondholders. The Authority has
access to capital improvement funds only through borrowing directly. When a higher education institution needs
funds for capital improvements, the Authority is able to provide more favorable interest rates because of its status
as a government entity. Since the Authority is an agency of the state, the interest paid by the institution to the
bondholders is exempt from both state and federal income taxes. The Authority has no liability to repay the
bondholders.

Core functions support the goal of issuing tax-exempt revenue obligations in an efficient and cost-effective
manner for higher education institutions. The core functions are:

♦ develop Authority expertise and educate institutions on financing options;
♦ provide analysis and consulting in developing institutional capital financing options; and
♦ manage Authority operations without increasing fees.

These functions support ongoing operating goals to:

♦ provide a consistent and efficient process for obtaining tax-exempt financing;
♦ educate institutions through the application guide, newsletters and annual educational forum on market, legal,

and accounting considerations;
♦ provide specific analysis and consulting for institutional capital financing plans; and
♦ assist institutions with investor relations, post-closing compliance and rating agency reviews.

Operations
The Authority serves eligible higher education institutions throughout Minnesota by providing access to tax-
exempt interest rates. Access to capital improvement funds is essential to the long-term viability of institutions
dedicated to educating Minnesota’s workforce. Students benefit because lower borrowing costs reduce the
pressure to increase tuition costs.

At A Glance

The Higher Education Facilities Authority assists
nonprofit institutions of higher education in
financing capital projects through the issuance of
tax-exempt debt.

♦ The Authority is authorized to have a
maximum total of $800 million outstanding
bond principal.

♦ In FY 2004, the Authority completed four
financings for a total of $59 million.

♦ The total bond principal outstanding at
June 30, 2004 was $578 million.

♦ 21 nonprofit, post-secondary institutions in
Minnesota have utilized the program of the
Authority and realized interest savings on
financing their capital improvements.

T
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The Authority operates with the advice and leadership of a board of ten people and a staff of three people. The
board meets monthly and acts incrementally on the application for financing and the financing structure of all bond
issues. For each bond issue, a law firm is appointed by the Attorney General to serve as bond counsel. A
financial advisor firm is retained by the Authority to advise on the financial feasibility and structure of each bond
issue.

In general, except for payroll administration, the Authority’s staff is responsible for all operations relating to the
core functions. Staff receives minimal services from other state agencies (other than payroll and legal services).
As a result, the Authority’s operations have a neutral impact on the state’s biennial budget and capital budget.

Budget
Operating expenses of the Authority are paid by a fee charged to each participating institution. The Authority
receives no General Fund tax dollars or other legislative funding. The Department of Finance administers the
three-person payroll using dedicated receipts deposited monthly by the Authority.

Contact

For further information contact:
Marianne T. Remedios
Executive Director
Higher Education Facilities Authority
380 Jackson Street, Suite 450
St. Paul, Minnesota 55101

Phone: (651) 296-4690
Fax: (651) 297-5751
e-mail: mremedios@isd.net

mailto: mremedios@isd.net
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Direct Appropriations by Fund
Environment & Natural Resource

Current Appropriation 75 75 75 75 150
Recommended 75 75 0 0 0

Change 0 (75) (75) (150)
% Biennial Change from 2004-05 -100%

General
Current Appropriation 22,407 22,280 22,280 22,280 44,560
Recommended 22,407 22,280 21,850 21,723 43,573

Change 0 (430) (557) (987)
% Biennial Change from 2004-05 -2.5%

Expenditures by Fund
Direct Appropriations

Environment & Natural Resource 75 75 0 0 0
General 21,722 22,965 21,850 21,723 43,573

Statutory Appropriations
Special Revenue 931 931 931 931 1,862
Federal 293 333 333 333 666
Gift 12,501 12,501 12,501 12,501 25,002

Total 35,522 36,805 35,615 35,488 71,103

Expenditures by Category
Total Compensation 19,807 20,342 20,704 21,577 42,281
Other Operating Expenses 12,994 13,879 12,216 11,360 23,576
Capital Outlay & Real Property 29 5 5 5 10
Local Assistance 575 462 573 429 1,002
Other Financial Transactions 2,117 2,117 2,117 2,117 4,234
Total 35,522 36,805 35,615 35,488 71,103

Expenditures by Program
Education & Outreach 23,126 23,796 22,849 22,849 45,698
Preservation & Access 12,142 12,882 12,512 12,512 25,024
Pass Through Appropriations 254 127 254 127 381
Total 35,522 36,805 35,615 35,488 71,103

Full-Time Equivalents (FTE) 354.4 357.0 356.8 356.5
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Fund: ENVIRONMENT & NATURAL RESOURCE
FY 2005 Appropriations 75 75 75 150

Technical Adjustments
One-time Appropriations (75) (75) (150)

Subtotal - Forecast Base 75 0 0 0
Total Governor's Recommendations 75 0 0 0

Fund: GENERAL
FY 2005 Appropriations 22,280 22,280 22,280 44,560

Technical Adjustments
Biennial Appropriations 127 0 127

Subtotal - Forecast Base 22,280 22,407 22,280 44,687

Change Items
Budget Reduction 0 (557) (557) (1,114)

Total Governor's Recommendations 22,280 21,850 21,723 43,573

Fund: SPECIAL REVENUE
Planned Statutory Spending 931 931 931 1,862
Total Governor's Recommendations 931 931 931 1,862

Fund: FEDERAL
Planned Statutory Spending 333 333 333 666
Total Governor's Recommendations 333 333 333 666

Fund: GIFT
Planned Statutory Spending 12,501 12,501 12,501 25,002
Total Governor's Recommendations 12,501 12,501 12,501 25,002
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Fiscal Impact ($000s) FY 2006 FY 2007 FY 2008 FY 2009

General Fund
Expenditures ($557) ($557) ($557) ($557)
Revenues 0 0 0 0

Other Fund
Expenditures 0 0 0 0
Revenues 0 0 0 0

Net Fiscal Impact ($557) ($557) ($557) ($557)

Recommendation
The Governor recommends a reduction of $557,000 per year with the intent that the Historical Society focus it’s
appropriated funding on maintaining it’s highest priority programs and services.

Relationship to Base Budget
This reduction is equivalent to 2.5% of the Historical Society’s General Fund base budget of $22.28 million per
year.
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Agency Purpose
he Minnesota Historical Society (MHS) was created
by the Territorial Legislature in 1849 as one of the
first educational and cultural institutions in Minnesota.

Today, the Society serves a statewide audience through
programs and services at the History Center in the Capitol
Complex in St. Paul and through a statewide network of
historic sites.

The Mission of the Society is to foster among people an
awareness of Minnesota history so that they may draw
strength and perspective from the past, and find purpose
for the future.

The Mission is carried out by:
♦ providing opportunities for people of all ages to learn

about the history of Minnesota;
♦ collecting and caring for materials that document

human life in Minnesota, making them known and
accessible to people in Minnesota and beyond; and

♦ encouraging and doing research in Minnesota history.

The Society’s Vision is: To serve as an educational
institution providing a variety of historical programs and
services. Through these activities we help people gain
meaning for their lives. The Society is a creative and
dynamic institution, documenting life in Minnesota and
offering programs that are at once educational, engaging,
and entertaining.

The Society is governed by an Executive Council of 30
members who are responsible for establishing major
policies and monitoring the quality of its programs and
services.

Core Functions and Operations
The MHS serves the citizens of Minnesota through a
variety of programs and services. Major operations are as
follows:

Interpretive Programs Division , Departments include:
♦ Historic Preservation, Field Services, and Grants
♦ Archaeology
♦ MHS Press
Finance and Administration Division, Departments
include:
♦ Finance
♦ Human Resources
♦ Information Technology
♦ Institutional Services
Historic Sites Division
♦ 32 historic sites statewide

At A Glance

Two–year operating budget:
♦ $44.7 million in state General Funds (FY

2004-05 appropriated)
♦ $20.9 million in non-state funds including

earned revenue, gifts, grants, etc. (FY 2002-
03 estimated)

The Society serves, each year:
♦ Nearly 600,000 visitors served at Historic

Sites
Over 158,000 school children on organized
programs

♦ Nearly 300,000 visitors served at History
Center museum
Over 100,000 school children on organized
programs

♦ Nearly 3 million “visitor sessions” on the
Society’s web site, www.mnhs.org

This work is carried out by
♦ 182.2 FTE full-time employees
♦ 174.8 FTE part-time and seasonal

The Society preserves over one million items in
collections, including three-dimensional objects,
artifacts, books, maps, photos, government
records, and archaeological artifacts for the
benefit of Minnesotans of today and of the future.

T

http://www.mnhs.org
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Library and Archives Division , Departments include:
♦ Acquisitions and Curatorial
♦ Reference
♦ State Archives
♦ Conservation
♦ Processing
Museum Division , Departments include:
♦ Exhibits
♦ Education
♦ Museum Collections
♦ Marketing and Public Relations

Minnesota’s Historic Sites Network
For further information about MHS Historic Sites:
http://www.mnhs.org/places/sites/index.html

Budget
The Society is supported by state appropriations of
approximately $26.7 million each year, for operation of the
History Center (including building services and debt
service, for which approximately $5.5 million each year is
transferred to the Department of Administration), the
Historic Sites Network and other activities (including State
Archives), the History Center Museum, the History Center
Library, the State Historic Preservation Office, and
numerous other functions.

In addition, the Society is supported by non-state funds,
including earned revenue, gifts, and grants.

Contact
Minnesota Historical Society
345 Kellogg Boulevard West

Saint Paul, Minnesota 55102-1906

General Information : (651) 296-6126
Nina Archabal, Director
(651) 296-2747 Fax (651) 296-1004

David Kelliher, Legislative Liaison
(651) 297-8085 Fax (651) 296-1004
david.kelliher@mnhs.org

Websites
Minnesota Historical Society
Homepage:
www.mnhs.org

MHS Web links:
History Center information:
http://www.mnhs.org/places/historycenter/index.html

Library: Including catalogs, special
databases, and genealogy
information:
http://www.mnhs.org/library/index.html

Minnesota Place Names:
http://mnplaces.mnhs.org/index.cfm

Upcoming Events:
http://www.mnhs.org/events/index.html

Membership Information:
http://www.mnhs.org/about/members/index.html

http://www.mnhs.org/places/sites/index.html
mailto:david.kelliher@mnhs.org
http://www.mnhs.org
http://www.mnhs.org/places/historycenter/index.html
http://mnplaces.mnhs.org/index.cfm
http://www.mnhs.org/library/index.html
http://www.mnhs.org/events/index.html
http://www.mnhs.org/about/members/index.html
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Direct Appropriations by Fund
Environment & Natural Resource

Current Appropriation 75 75 75 75 150
Recommended 75 75 0 0 0

Change 0 (75) (75) (150)
% Biennial Change from 2004-05 -100%

General
Current Appropriation 22,407 22,280 22,280 22,280 44,560
Recommended 22,407 22,280 21,850 21,723 43,573

Change 0 (430) (557) (987)
% Biennial Change from 2004-05 -2.5%

Expenditures by Fund
Direct Appropriations

Environment & Natural Resource 75 75 0 0 0
General 21,722 22,965 21,850 21,723 43,573

Statutory Appropriations
Special Revenue 931 931 931 931 1,862
Federal 293 333 333 333 666
Gift 12,501 12,501 12,501 12,501 25,002

Total 35,522 36,805 35,615 35,488 71,103

Expenditures by Category
Total Compensation 19,807 20,342 20,704 21,577 42,281
Other Operating Expenses 12,994 13,879 12,216 11,360 23,576
Capital Outlay & Real Property 29 5 5 5 10
Local Assistance 575 462 573 429 1,002
Other Financial Transactions 2,117 2,117 2,117 2,117 4,234
Total 35,522 36,805 35,615 35,488 71,103

Expenditures by Program
Education & Outreach 23,126 23,796 22,849 22,849 45,698
Preservation & Access 12,142 12,882 12,512 12,512 25,024
Pass Through Appropriations 254 127 254 127 381
Total 35,522 36,805 35,615 35,488 71,103

Full-Time Equivalents (FTE) 354.4 357.0 356.8 356.5
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Program Description
The Education and Outreach Program supports the
Society’s mission by “providing opportunities for people of
all ages to learn about the history of Minnesota.” This
program includes:

♦ Historic Sites Network
♦ Educational programs, including school programs,

museum programs, family programs, and public
programs

♦ Exhibits at History Center and historic sites
♦ MHS Press
♦ State Historic Preservation Office and Field Services

office
♦ Information Technology, Human Resources and

Finance Departments (also partly included in
Preservation and Access Program)

♦ History Center Building and Debt Service (also partly
included in Preservation and Access Program)

Population Served
Through this program, the Society serves, each year:

♦ Nearly 300,000 visitors to the History Center, including over 100,000 school children on organized programs.
♦ Nearly 600,000 visitors served at Historic Sites statewide, including over 158,000 school children on

organized programs.

Activities within this program serve visitors from Minnesota and beyond, providing an important component of
Minnesota’s $9 billion tourism sector.

Services Provided
The Education and Outreach program provides the following services to the people of Minnesota:

ÿ Historic Sites Network - Minnesota’s statewide network of 32 historic sites was created in 1965 by the
Minnesota Legislature under M.S. 138.661-669. By providing visitors with the unique experience of learning
about history where it happened, the Network has added richness to the educational and recreational life of
Minnesotans and out-of-state visitors, and is an important element of the state’s tourism economy.

Program at a Glance

The Minnesota Historical Society serves the
public through:

♦ 32 historic sites statewide
♦ History Center Museum program, including

exhibitions, educational, and public programs
♦ 50-75 grants made annually, as well as

technical assistance provided to local
historical organizations to further statewide
history efforts

♦ 20 books published by the MHS Press in FY
2003

♦ www.mnhs.org - the Society’s web site, a
comprehensive source of information about
MHS Historic Sites and History Center
programs and activities, including access to
the Society’s collections

Membership
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ÿ Exhibits and Museum Program - Exhibits at the History Center and throughout the Historic Sites Network
provide visitors with creative methods to learn about Minnesota’s past. Costumed guides, interactive multi-
media installations, and “hands-on” artifacts tell Minnesota’s story in meaningful and memorable ways.

ÿ Education Department - As a central part of the Society’s mission, the Education Department provides public
programs for students of all ages. They include lectures, programs geared to students in the classroom,
those who visit the History Center and use exhibits as a learning tool, and those who visit Historic Sites on
field trips. Many of these school visits are related to material in Northern Lights, the Minnesota history
curriculum developed by the Society and widely used in the state’s schools.

One rapidly growing Society-coordinated educational program is History Day, which began with just over 100
participants in the early 1990s. Nearly 30,000 students now participate in this annual program, in which junior
and senior high school students undertake original research projects, developing a variety of essential
communications skills. In recent years, Minnesota students have taken numerous awards in the National
History Day competition. It is expected that History Day will continue to grow, in part due to its applicability to
meeting graduation standards.

ÿ Minnesota Historical Society Press - The MHS Press, the oldest publisher in the state helps to fulfill the
Society’s mission by providing materials for readers interested in Minnesota’s past. Through popular and
scholarly titles, the MHS Press not only encourages research, but it also helps a wider audience learn about
Minnesota history. The number of units shipped by the publications area (including books, tapes, CDs,
posters) has shown steady increases each year over the past decade.

ÿ Historic Preservation and Field Services - The Society, as directed by state and federal law, serves as
Minnesota’s State Historic Preservation Office (SHPO). This office maintains the National Register of Historic
Places for properties in Minnesota, provides reviews for compliance with applicable federal laws, and
educates the public about the values and benefits of maintaining cultural resources and the historic
environment. In 2003, the SHPO conducted nearly 4,000 reviews of state and federal projects to ensure
compliance with applicable laws. In addition, the office conducts reviews of applications for the various
competitive, matching grant programs administered by the Society, and it helps to coordinate the Society’s
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contact with the state’s 450 county and local historical organizations. Through matching requirements, state
funds are leveraged to accomplished projects with minimal state investment.

ÿ Information Technology - The use of information technology has enhanced the Society’s ability to deliver
programs and collections to the public. The Society’s web site (www.mnhs.org) is an active destination for
researchers and users of the History Center, Historic Sites, educational programs, and public events. In FY
2003, there were nearly 3 million “visitor sessions” with an average of over 8,000 per day. This represents a
58% increase over the previous year. Among the top destinations on the Society’s web page were pages
with information about death records, the National Register of Historic Places, the Historic Sites Network and
specific sites, and other popular programs.

Contact
General Information: (651) 296-6126
Nina Archabal, Director
Phone: (651) 296-2747
Fax: (651) 296-1004
David Kelliher, Legislative Liaison
Phone: (651) 297-8085
Fax: (651) 296-1004

Web sites, relating to MHS and the Education and Outreach Program:

Minnesota Historical Society homepage: http://www.mnhs.org

Minnesota History Center General Information: http://www.mnhs.org/places/historycenter/index.html

Historic Sites Network (with links to specific sites): http://www.mnhs.org/places/sites/index.html

State Historic Preservation Office (with links to National Register of Historic Places, grants information):
http://www.mnhs.org/preserve/shpo/index.html

MHS Press: http://www.mnhs.org/market/mhspress/index.html

School and Educational Programs: http://www.mnhs.org/school/index.html

http://www.mnhs.org
http://www.mnhs.org
http://www.mnhs.org/places/historycenter/index.html
http://www.mnhs.org/places/sites/index.html
http://www.mnhs.org/preserve/shpo/index.html
http://www.mnhs.org/market/mhspress/index.html
http://www.mnhs.org/school/index.html
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Direct Appropriations by Fund
Environment & Natural Resource

Current Appropriation 75 75 75 75 150

Technical Adjustments
One-time Appropriations (75) (75) (150)

Subtotal - Forecast Base 75 75 0 0 0
Total 75 75 0 0 0

General
Current Appropriation 12,381 12,381 12,381 12,381 24,762

Subtotal - Forecast Base 12,381 12,381 12,381 12,381 24,762

Governor's Recommendations
Budget Reduction 0 (557) (557) (1,114)

Total 12,381 12,381 11,824 11,824 23,648

Expenditures by Fund
Direct Appropriations

Environment & Natural Resource 75 75 0 0 0
General 12,066 12,696 11,824 11,824 23,648

Statutory Appropriations
Special Revenue 931 931 931 931 1,862
Federal 293 333 333 333 666
Gift 9,761 9,761 9,761 9,761 19,522

Total 23,126 23,796 22,849 22,849 45,698

Expenditures by Category
Total Compensation 12,202 12,557 12,637 13,167 25,804
Other Operating Expenses 9,416 9,713 8,702 8,189 16,891
Capital Outlay & Real Property 5 5 5 5 10
Local Assistance 318 335 319 302 621
Other Financial Transactions 1,185 1,186 1,186 1,186 2,372
Total 23,126 23,796 22,849 22,849 45,698

Expenditures by Activity
Hist Sites, Mus, Statewide Sv 19,406 20,034 19,087 19,087 38,174
Information & Program Delivery 610 652 652 652 1,304
Hist Ctr Bldg & Debt Service 3,110 3,110 3,110 3,110 6,220
Total 23,126 23,796 22,849 22,849 45,698

Full-Time Equivalents (FTE) 231.0 232.4 232.2 232.0
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Expenditures by Fund
Direct Appropriations

Environment & Natural Resource 75 75 0 0 0
General 8,348 8,936 8,064 8,064 16,128

Statutory Appropriations
Special Revenue 931 931 931 931 1,862
Federal 293 333 333 333 666
Gift 9,759 9,759 9,759 9,759 19,518

Total 19,406 20,034 19,087 19,087 38,174

Expenditures by Category
Total Compensation 11,742 12,092 12,153 12,662 24,815
Other Operating Expenses 7,341 7,602 6,610 6,118 12,728
Capital Outlay & Real Property 5 5 5 5 10
Local Assistance 318 335 319 302 621
Total 19,406 20,034 19,087 19,087 38,174

Full-Time Equivalents (FTE) 224.7 226.0 225.8 225.6
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Expenditures by Fund
Direct Appropriations

General 3,110 3,110 3,110 3,110 6,220
Total 3,110 3,110 3,110 3,110 6,220

Expenditures by Category
Other Operating Expenses 1,925 1,924 1,924 1,924 3,848
Other Financial Transactions 1,185 1,186 1,186 1,186 2,372
Total 3,110 3,110 3,110 3,110 6,220
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Expenditures by Fund
Direct Appropriations

General 608 650 650 650 1,300
Statutory Appropriations

Gift 2 2 2 2 4
Total 610 652 652 652 1,304

Expenditures by Category
Total Compensation 460 465 484 505 989
Other Operating Expenses 150 187 168 147 315
Total 610 652 652 652 1,304

Full-Time Equivalents (FTE) 6.3 6.4 6.4 6.4
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Program Description
This program helps to fulfill the Society’s mission of
“collecting and caring for materials that document human
life in Minnesota, and making them known and accessible
to people in Minnesota and beyond.” Through a variety of
public programs, the Society preserves paper, artifacts, and
other media that document Minnesota history.

Population Served
In addition to acquiring, processing, and conserving
collections, the Society annually serves the following
number of customers through the Preservation and Access
Program:

ÿ 54,000 patrons served, including:
ÿ 38,000 in person inquiries at the History Center Library
ÿ 12,000 inquiries by telephone
ÿ 4,000 inquiries by mail
ÿ In addition, the Society’s web site has experienced

large increases in usage, especially as more collections-related information has been added to the web site.
In 2003, 3 million “visitor sessions” occurred on www.mnhs.org. Among the more popular pages on the site
are collections catalogs and specific resources, such as the Visual Resources Database and the Minnesota
Death Records Database.

Services Provided
Through this program, the Society provides a number of services to the public to preserve and make collections
available today and for future generations:

ÿ Library -- The History Center Library makes accessible to more than 54,000 patrons each year the written,
visual, and oral history materials relating to Minnesota’s past.

ÿ State Archives -- The Minnesota Historical Society is statutorily responsible for working with state and local
units of government to evaluate the historical importance of all of Minnesota’s governmental records and
arrange for their permanent preservation or disposal. This activity has experienced constant growth, and is
continuing to examine how best to handle records that are increasingly more complex and varied in their form
and media.

ÿ Processing and Conservation -- Materials selected for inclusion in the Society’s collections are organized,
catalogued, and treated to ensure their long-term stability and usability.

ÿ Repair and Replacement -- Since many of the Society’s buildings are more than 100 years old, caring for
them presents unique, and usually costly, challenges. This activity provides for ordinary but necessary
repairs for structures in the History Center and in the Historic Sites Network.

ÿ Archaeology -- The archaeology department provides help to the public and other departments of the Society.
Recent work has included assistance with Historic Sites capital projects such as the Sibley Historic Site, the
Lindbergh House Historic Site and the Mill City Museum in Minneapolis.

ÿ Information Technology -- The use of information technology has enhanced the Society’s ability to deliver
programs and collections to the public. The Society’s web site (www.mnhs.org) is an active destination for
researchers. In the last year, there were nearly 3 million “visitor sessions.” This represents a 58% increase
over the previous year. More than 14,000 new records and over 13,000 digital images were added to the
visual resources database, a consistently popular destination. To date, more than 188,500 records and

Program at a Glance

The Society currently holds for and makes
accessible to the people of Minnesota:

♦ 413,781 books, pamphlets and periodicals
♦ 36,538 cubic feet of manuscripts and 5,922

reels of microfilmed manuscripts
♦ 54,743 cubic feet of government records and

11,853 reels of microfilmed records
♦ 21,304 maps and atlases
♦ 353,762 photographs, albums and collections
♦ 6,072 works of art
♦ Over one million archaeological artifacts
♦ Four million issues of 4,000 Minnesota

newspapers on 69,484 reels of microfilm
♦ 232,456 historical artifacts

http://www.mnhs.org
http://www.mnhs.org
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117,500 digital images are available, including photographs, artwork, and posters from the Society’s
collection. In addition, an online index of 1.7 million death certificates recorded between 1908 and 1959 was
recently launched, and has become one of the most popular destinations on the web site.

Historical Perspective
A significant part of the Society’s mission involves the collection, conservation, and preservation of the state’s
cultural heritage and governmental records. The Society started this undertaking in 1849, even before Minnesota
became a state. Over the years, the Society has successfully adapted to changing technology, beginning with the
introduction of microfilming methods in the mid-twentieth century. In recent years, the Society has begun to offer
these resources to the public through the internet. While we will never “digitize” all of the collections, we have
begun to offer catalog information about the collections to researchers and genealogists. (The death records
collection is a good example of this.) Our continuing challenge is to determine the best ways to continue to collect
and preserve these materials, while using the latest technology to deliver them to the public.

Contact
General Information: (651) 296-6126

Nina Archabal, Director
Phone: (651) 296-2747
Fax: (651) 296-1004
David Kelliher, Legislative Liaison
Phone: (651) 297-8085
Fax: (651) 296-1004

Web sites, relating to MHS and the Preservation and Access Program:

Minnesota Historical Society homepage: http://www.mnhs.org

Library: including catalogs, special databases and genealogy information:
http://www.mnhs.org/library/index.html

PALS - Online catalog to MHS collections:
http://www.pals.msus.edu/cgi-bin/pals-cgi?palsAction=newSearch&setWeb=MHSCATT

Visual Resources Database (including photograph collections) http://collections.mnhs.org/visualresources/

Death Records Index site: http://people.mnhs.org/dci/Search.cfm

Web Site Users
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Direct Appropriations by Fund
General

Current Appropriation 9,772 9,772 9,772 9,772 19,544
Subtotal - Forecast Base 9,772 9,772 9,772 9,772 19,544

Total 9,772 9,772 9,772 9,772 19,544

Expenditures by Fund
Direct Appropriations

General 9,402 10,142 9,772 9,772 19,544
Statutory Appropriations

Gift 2,740 2,740 2,740 2,740 5,480
Total 12,142 12,882 12,512 12,512 25,024

Expenditures by Category
Total Compensation 7,605 7,785 8,067 8,410 16,477
Other Operating Expenses 3,578 4,166 3,514 3,171 6,685
Capital Outlay & Real Property 24 0 0 0 0
Local Assistance 3 0 0 0 0
Other Financial Transactions 932 931 931 931 1,862
Total 12,142 12,882 12,512 12,512 25,024

Expenditures by Activity
Collection Services 8,796 9,502 9,132 9,132 18,264
Information & Program Delivery 925 959 959 959 1,918
Hist Ctr Bldg & Debt Service 2,421 2,421 2,421 2,421 4,842
Total 12,142 12,882 12,512 12,512 25,024

Full-Time Equivalents (FTE) 123.4 124.6 124.6 124.5
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Expenditures by Fund
Direct Appropriations

General 6,141 6,847 6,477 6,477 12,954
Statutory Appropriations

Gift 2,655 2,655 2,655 2,655 5,310
Total 8,796 9,502 9,132 9,132 18,264

Expenditures by Category
Total Compensation 6,867 7,072 7,326 7,640 14,966
Other Operating Expenses 1,902 2,430 1,806 1,492 3,298
Capital Outlay & Real Property 24 0 0 0 0
Local Assistance 3 0 0 0 0
Total 8,796 9,502 9,132 9,132 18,264

Full-Time Equivalents (FTE) 111.2 113.1 113.1 113.1
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Expenditures by Fund
Direct Appropriations

General 2,421 2,421 2,421 2,421 4,842
Total 2,421 2,421 2,421 2,421 4,842

Expenditures by Category
Other Operating Expenses 1,489 1,490 1,490 1,490 2,980
Other Financial Transactions 932 931 931 931 1,862
Total 2,421 2,421 2,421 2,421 4,842



HISTORICAL SOCIETY
Program: PRESERVATION & ACCESS
Activity: INFORMATION & PROGRAM DELIVERY Budget Activity Summary

Dollars in Thousands
Current Governor’s Recomm. Biennium

FY2004 FY2005 FY2006 FY2007 2006-07

State of Minnesota Page 19 2006-07 Biennial Budget
Background 1/25/2005

Expenditures by Fund
Direct Appropriations

General 840 874 874 874 1,748
Statutory Appropriations

Gift 85 85 85 85 170
Total 925 959 959 959 1,918

Expenditures by Category
Total Compensation 738 713 741 770 1,511
Other Operating Expenses 187 246 218 189 407
Total 925 959 959 959 1,918

Full-Time Equivalents (FTE) 12.2 11.5 11.5 11.4
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Minnesota International Center (MIC)
The Minnesota International Center (MIC) is a nonprofit,
nonpartisan organization, established in 1953 to strengthen
understanding between Minnesotans and the world. MIC is
part of a national network of 104 nonprofit organizations
committed to connecting Americans to the world, building
people-to-people ties across borders, and enhancing
international understanding. MIC is the 6th largest World
Affairs Council in the United States.

MIC offers a full slate of around-the-world programs open to
the public. Recently, MIC was asked by the community to
do more to help Minnesotans understand the post-
September 11 world. MIC programs grew by an impressive
40% from the previous year to 700 activities to help meet
this need. More than 13,000 Minnesotans of all ages connected with people from 106 countries through MIC.
MIC offered presentations in K-12 classrooms, public forums with expert international speakers, grass-roots
discussion groups, dinner hosting, and appointment making for international professionals coming to the U.S. as
guests of the U.S. State Department.

In 2003-04, MIC brought the world first-hand to over 8,500 K-12 school children with 80 international presenters
working in 60 schools across Minnesota. These presentations enhance students’ knowledge of the changing
world and encourage respect for diversity and other cultures.

MIC encourages Minnesotans to explore international events through first-hand accounts of expert speakers.
Last year, MIC sponsored or cosponsored 48 World Affairs events, involving over 6,000 people. Speakers
included His Excellency Michael Kergin, Canada’s ambassador to the U. S., and R.W. Apple, New York Times
chief correspondent.

MIC sponsors Great Decisions, a statewide network of 29 discussion groups involving 948 participants. MIC also
offers Minnesotans the opportunity to open their homes to international professionals and students for dinner.
Last year, nearly 400 international guests from 87 countries participated in 166 MIC dinners hosted.

Minnesota Military Museum
The Minnesota Military Museum, located at Camp Ripley, is operated by the Military Historical Society of
Minnesota. It exists to document, preserve, and depict the stories and contributions of Minnesotans who have
served in all branches of military service and on the home front in time of peace and war from Minnesota's early
years to the present. Exhibits and publications are intended to foster awareness and understanding of how
armed conflicts and military institutions have shaped our state and national experience. The museum also
functions as a major repository in Minnesota for historical military artifacts and records.

Our mission is state-oriented and we depend on state support. We receive no direct funds from the federal
government, the military, or local government. Our self funding – gift shop sales, investment income, and
contributions from veterans’ organizations and individuals – has grown steadily and accounts for over 75% of our
operating revenue. Private fund-raising is hampered due to the museum’s location and the public’s perception
that it’s a government-supported military activity.

At a glance:
♦ 14,000 visitors per year ♦ 160 archives in linear feet
♦ 65 tours per year ♦ 10,000 photographs
♦ 26,000 artifacts ♦ 1,400 volunteer hours worked last year
♦ 5,500 books in reference library

Program at a Glance

The Minnesota Historical Society serves as the
pass through agency for certain organizations
determined by the Minnesota Legislature. Those
organizations are:

♦ Minnesota International Center (MIC)
♦ Minnesota Military Museum
♦ Minnesota Air National Guard Museum
♦ Minnesota Agricultural Interpretive Center

(Farmamerica)
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Minnesota Air Guard Museum
The Minnesota Air Guard Museum serves as a community resource for the preservation of aviation history,
(especially military) offering activities and education for all ages.

The private, nonprofit Minnesota Air National Guard Historical Foundation, Inc. has the funding responsibility for
the museum. The museum is located on the Minnesota Air National Guard Base at the Minneapolis/St. Paul
International Airport. The Minnesota Air Guard owns most of the aircraft and displays them in an air park next to
the museum.

Sources of Financial Support:
ÿÿÿÿ    Membership has increased to 415. That is as high as it has been in recent years.
ÿÿÿÿ    The $19,000 state biennial grant represents 25% of our income.
ÿÿÿÿ    Museum visitors have decreased over the last few years and as a result revenue is down. We expect about

11,000 visitors in 2002.
ÿÿÿÿ    Private gifts and grants amount to about $6,500, 10% of our revenue.

Minnesota Agricultural Interpretive Center (MAIC) AKA Farmamerica
Agency Vision and Mission Statement:
The vision of the MAIC is to teach people of all ages about our agricultural, food and environmental systems and
their impact on our lives. The mission of the Minnesota Agricultural Interpretive Center is to carry out the vision
through public and private partnerships and interactive experiences for visitors to the site. To accomplish this
mission, MAIC maintains a 120-acre interpretive site and facilities located four miles west of Waseca on Waseca
County Road 2. MAIC provides educational experiences for people of all ages.

Trends, Policies and Other Issues Affecting the Demand for Services:
The governor and Minnesota state legislature commissioned the MAIC in 1978 to tell the important story of
Minnesota’s agriculture. It is a not-for-profit educational institution administered by a volunteer board of directors.
The story of agriculture is being told through guided tours, hands-on experiential learning experiences, festivals,
and exhibitions. Visitors travel on a one-mile timeline road and become involved in activities as they move to the
prairie/pond/marsh to the settlement farm of the 1850s. They continue by the one-room schoolhouse, the country
church, the 1920/1930s dairy farm, the feed mill, and the blacksmith shop/town hall. The next stop would be the
Agri-Hall Museum and the 1970s farm exhibit. The final stop is the newly constructed Visitor’s Center that has a
modern farm exhibit that projects the future of agriculture.

Trends – technology changes, fewer people involved in farming:
With the tremendous technology changes going on in agriculture and with fewer people involved, there is more
need and demand to tell the agriculture story – past, present, and future. In recent years, over 30,000
participated in the school and group tours, outreach programs, and festivals during June - September, as well as
the All Hallows Eve and the Holiday Traditions events.

Continued improvements have been made to site facilities since 1978 on the original 120 acres. Facilities and
improvements have been made to realize the goals to develop the site with safe and accessible facilities to
support educational interpretive public programming about Minnesota’s agriculture.

Significant progress has been made to provide necessary facilities in keeping with strategic plans with the most
recent addition of the 10,000 square foot visitors center in 2000 and the security and accessibility improvements
in 2001/2002. Presently, Farmamerica is focusing on maximizing use of those facilities and assuring that they are
programmed and available to the public.

MAIC is Working to Expand It’s Support Base:
Additional funding is required to operate the visitors center, the sites, expanded educational programs, and
increased public visitation hours. With limited funds, it has accomplished much through the help of over 450
volunteers from 37 communities that conduct the programs. To realize its potential, an annual operating budget
of $500,000 is needed to operate the visitors center, serve a broad audience, be open year round, and provide
quality public education programs in an efficient and effective manner.
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Farmamerica is working aggressively to expand its funding base. It is continuing to develop new revenue sources
including the expanded membership program, sponsorship program, naming rights program, annual fundraiser,
and expanded user fee based programs and services. Donations and grant funds continue to be pursued for
public programming.

Contact
David Kelliher, MHS Legislative Liaison
Phone: (651) 297-8085
Fax: (651) 296-1004
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Direct Appropriations by Fund
General

Current Appropriation 254 127 127 127 254

Technical Adjustments
Biennial Appropriations 127 0 127

Subtotal - Forecast Base 254 127 254 127 381
Total 254 127 254 127 381

Expenditures by Fund
Direct Appropriations

General 254 127 254 127 381
Total 254 127 254 127 381

Expenditures by Category
Local Assistance 254 127 254 127 381
Total 254 127 254 127 381

Expenditures by Activity
Mn International Center 43 42 43 42 85
Mn Air National Guard Museum 16 0 16 0 16
Mn Military Museum 67 0 67 0 67
Farmamerica 128 85 128 85 213
Total 254 127 254 127 381
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Non Dedicated Revenue:
Other Revenues:

General 17 15 15 15 30
Total Non-Dedicated Receipts 17 15 15 15 30

Dedicated Receipts:
Departmental Earnings:

Special Revenue 931 931 931 931 1,862
Grants:

Federal 293 333 333 333 666
Gift 12,501 12,501 12,501 12,501 25,002

Total Dedicated Receipts 13,725 13,765 13,765 13,765 27,530

Agency Total Revenue 13,742 13,780 13,780 13,780 27,560
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January 25, 2005

The 2005 Minnesota Legislature:

On behalf of Governor Pawlenty, I am pleased to submit recommendations for the FY 2006-2007 budget for the
Minnesota Housing Finance Agency (MHFA). This budget includes a total of $56,540,000 in expenditures from
the General Fund. State appropriations currently constitute 8% of the total MHFA program budget. MHFA
revenue bond proceeds represent the largest source of funding for MHFA activities and comprise approximately
46% of the total MHFA program budget. Federal funds and Agency resources make up the balance of the
budget. The MHFA does not use state appropriations for its operating budget, but self-funds operations.

With the Governor’s budget recommendations, the Agency will continue its efforts to strategically target its
housing resources consistent with the Agency’s mission of meeting Minnesotans’ needs for decent, safe,
affordable homes and stronger communities. Due to the state’s strong commitment to housing, the state currently
enjoys the highest homeownership rate in the nation at nearly 77% and the second lowest percentage of
households with critical housing needs (paying more than 50% for housing).

Under the proposed budget, the Agency will maintain
all current activities, although some activities will
continue at a lower volume. The primary activities of
the MHFA fall into five broad categories. The graphic
indicates how state appropriations are proportioned
among four of the activities. The fifth activity,
homeownership loan programs, will be funded
primarily through repayments of loans made with
previous state appropriations and mortgage revenue
bond proceeds. Other programs, such as the
Rehabilitation Loan program, similarly are able to
operate in the short-term with a smaller investment of
new state monies due to repayment or prepayment of
previously made loans.

The proposed budget was guided by the following
principles:

1) Priority should be given to programs that serve the
most vulnerable populations.

2) Priority should be given to activities that directly assist the Agency in achieving its five strategic goals: ending
long-term homelessness, preserving affordable housing, increasing minority homeownership, increasing
housing choices for workers, and establishing the Agency as a housing partner of choice.

3) Priority should be given to activities that optimize the contribution of non-state resources to affordable
housing.

Minnesota Housing Finance Agency
$56.5 Million FY 2006-07 General Fund

Preservation of
Affordable
Housing

40%

Supportive
Housing
Program

40%

Development
and

Redevelopment
programs

16%

Resident and
Organiation

Support
4%
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4) Priority should be given to activities for which there is little or no other funds to support the same or very
similar activity.

5) Lower priority should be given to programs to the extent that non-financial tools are available to help
accomplish the program objectives.

The Agency will fulfill its commitment under the state’s Business Plan to End Long-Term Homelessness by
increasing funding for the Housing Trust Fund program by $4 million for FY 2006-2007. This increase is
accomplished by a reallocation of appropriated funds. The Agency is continuing to develop strategies to make
progress on all of its strategic goals with reduced resources. Enhanced alignment of housing resources and
strategies, increased targeting of resources, and authority for additional financing tools will assist the Agency to
advance its strategic goals with fewer state funds.

Please feel free to contact me via telephone at (651) 296-5738 or e-mail at tim.marx@state.mn.us or Tonja Orr
via telephone at (651) 296-9820 or e-mail at tonja.orr@state.mn.us if you have any questions or would like to
discuss these proposals with us.

Sincerely,

Timothy E. Marx
Commissioner

mailto:tim.marx@state.mn.us
mailto:tonja.orr@state.mn.us


Govern or’s Recommen dat ions

HOUSING FINANCE AGENCY Agency Overview

Dollars in Thousands
Current Governor Recomm. Biennium

FY2004 FY2005 FY2006 FY2007 2006-07

State of Minnesota Page 3 2006-07 Biennial Budget
Governor’s Recommendation 1/25/2005

Direct Appropriations by Fund
General

Current Appropriation 35,385 34,885 34,885 34,885 69,770
Recommended 35,385 34,885 28,270 28,270 56,540

Change 0 (6,615) (6,615) (13,230)
% Biennial Change from 2004-05 -19.5%

Expenditures by Fund
Direct Appropriations

General 0 0 28,270 28,270 56,540
Statutory Appropriations

Housing Finance Agency 255,557 251,730 197,753 198,064 395,817
Total 255,557 251,730 226,023 226,334 452,357

Expenditures by Category
Total Compensation 13,129 14,107 14,596 15,083 29,679
Other Operating Expenses 7,415 7,752 6,292 6,116 12,408
Payments To Individuals 168,400 168,362 165,889 165,889 331,778
Local Assistance 3,835 4,423 4,118 4,118 8,236
Other Financial Transactions 62,778 57,086 35,118 35,118 70,236
Transfers 0 0 10 10 20
Total 255,557 251,730 226,023 226,334 452,357

Expenditures by Program
Appropriated Programs 81,055 65,773 41,418 41,418 82,836
Non Appropriated Programs 174,502 185,957 184,605 184,916 369,521
Total 255,557 251,730 226,023 226,334 452,357

Full-Time Equivalents (FTE) 182.9 190.4 190.4 190.4
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Fund: GENERAL
FY 2005 Appropriations 34,885 34,885 34,885 69,770

Technical Adjustments
Current Law Base Change 885 885 1,770

Subtotal - Forecast Base 34,885 35,770 35,770 71,540

Change Items
Budget Reductions 0 (3,000) (3,000) (6,000)
Challenge Budget Cut & Consolidation 0 (6,500) (6,500) (13,000)
HTF-Ending Long-Term Homeless Initiative 0 2,000 2,000 4,000

Total Governor's Recommendations 34,885 28,270 28,270 56,540

Fund: HOUSING FINANCE AGENCY
Planned Statutory Spending 251,730 197,753 198,064 395,817
Total Governor's Recommendations 251,730 197,753 198,064 395,817
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Fiscal Impact ($000s) FY 2006 FY 2007 FY 2008 FY 2009

General Fund
Expenditures ($3,000) ($3,000) ($2,115) ($2,115)
Revenues 0 0 0 0

Other Fund
Expenditures 0 0 0 0
Revenues 0 0 0 0

Net Fiscal Impact ($3,000) ($3,000) ($2,115) ($2,115)

Recommendation
The Governor recommends a reduction in state General Fund appropriations totaling $6 million to the following
programs:

Affordable Rental Investment Fund – Preservation (PARIF) -- $1,484,000
Rehabilitation Loan Program - $2,636,000
Homeownership Assistance Fund (HAF) - $1,770,000
Non-Profit Capacity Building Program - $110,000

These reductions are 40% of the total reductions proposed for MHFA. The reductions are consistent with the 5
principles that MHFA developed to guide budget decisions. These principles are:

♦ Priority should be given to programs that serve the most vulnerable populations.
♦ Priority should be given to activities that directly assist the Agency in achieving its five strategic goals.
♦ Priority should be given to activities that optimize the contribution of non-state resources to affordable

housing.
♦ Priority should be given to activities for which there is little or no other funds to support the same or very

similar activity.
♦ Lower priority should be given to programs to the extent non-financial tools (such as land use planning) are

available to help accomplish the program objectives.

Background
Preservation Programs:

The PARIF program leverages considerable federal funds. On average, $1 of PARIF funds secures future federal
expenditures of $5. The rental housing being preserved serves the very lowest income households and the
elderly.

Unless other strategies are employed, approximately 150 fewer units of federally assisted housing or supportive
housing will be preserved as compared to the previous biennium. Repayments of earlier loans may offset
approximately one-third of the reduction.

The Rehabilitation Loan program receives approximately $2.5 million in repayments each biennium. These
repayments are reinvested in the new deferred loans. Combining the reduced level of state appropriations and
expected repayments will allow the program to operate at a level equivalent to the previous base level. The long-
term consequences of reduced funding for this program is that repayments will dwindle resulting in an even
smaller amount of assistance available in the future.

Approximately 132 fewer low-income homeowners will receive a deferred loan to address needed repairs to their
home.
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Homeownership Loan Programs:

The Homeownership Assistance Fund program provides deferred loans to first time homebuyers to help with the
down payment and entry costs. The activity is expected to be one of the primary focuses of efforts to increase the
homeownership rate among emerging markets. In the last three years, the program has experienced
unprecedented levels of repayments due to high levels of refinancing. As a consequence, the program is able to
sustain a level of activity comparable to that of a base level funding even when no appropriations are made. It is
expected that repayment levels will be returning to normal levels over the next two years. If funding is not
restored for the FY 2008-09 biennium, a substantial reduction in activities will occur. Approximately 327 fewer
first-time homebuyers will be assisted as a result of the base not being restored for the FY 2006-07 biennium.

Resident and Organizational Support Programs:

The Non-Profit Capacity Building Program funds are used for a variety of activities including increasing or
developing the capacity of non-profit organizations to provide housing for low- and moderate-income households
that is not being provided by the for-profit sector. Some of the activities are necessary in order to draw down
federal funds to support housing and services for the homeless. Activities that leverage other resources will be
prioritized for the remaining funding.

Relationship to Base Budget
PARIF will be reduced by 8%; the program would be funded at $17,062,000 for the FY 2006-07 biennium.

Rehabilitation Loan Program – This program will be reduced by 33% to $5,308,000 for the biennium.

Homeownership Assistance Fund (HAF) – State appropriations for this program would be temporarily suspended
for the next biennium. The funding for this program was suspended for the FY 2004-05 biennium and scheduled
to be restored in the upcoming biennium. Suspended funding is proposed in order to accommodate the increase
in the Housing Trust Fund and avoid even deeper cuts to the Challenge program.

Non-Profit Capacity Building Program – Funding for this program will be reduced by 18%; program funding would
be $500,000 for the biennium.

Key Measures
See key measures for the relevant budget activity under Appropriated Programs.

Alternatives Considered
Smaller reductions were considered for the homeownership loan programs; however, adherence to the principles
directs the proposed distribution of reductions.
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Fiscal Impact ($000s) FY 2006 FY 2007 FY 2008 FY 2009

General Fund
Expenditures ($6,500) ($6,500) $0 $0
Revenues 0 0 0 0

Other Fund
Expenditures 0 0 0 0
Revenues 0 0 0 0

Net Fiscal Impact ($6,500) ($6,500) $0 $0

Recommendation
The Governor recommends that the appropriations to the Economic Development and Housing Challenge
(Challenge) program be reduced to $8,814,000 for FY 2006-07. In addition, it is recommended that the Challenge
program and the Tribal Indian Housing and Urban Indian programs be consolidated. The impact of this
recommendation on the consolidated program is a nearly 60% reduction in state appropriations. In FY 2004,
Challenge program funds were awarded to 50 separate housing projects. Approximately half as many workforce
housing projects will be assisted in the next biennium compared to the last biennium due to the reduced state
appropriations.

Background
The following principles were used to guide the development of the state appropriations budget. Principles were
ranked in descending order of importance as follows:

♦ Priority should be given to programs that serve the most vulnerable populations.
♦ Priority should be given to activities that directly assist the Agency in achieving its five strategic goals.
♦ Priority should be given to activities that optimize the contribution of non-state resources to affordable

housing.
♦ Priority should be given to activities for which there is little or no other funds to support the same or very

similar activity.
♦ Lower priority should be given to programs to the extent non-financial tools (such as land use planning) are

available to help accomplish the program objectives.

The Challenge program provides funds for a wide variety of housing activities including gap financing for new
construction and rehabilitation of both rental and owner-occupied housing. The Challenge program is the primary
state appropriated program that assists in increasing the housing choices for low and moderate-income working
Minnesotans. The deferred loan funds available through the Challenge program are frequently used in
combination with the federal housing tax-credit program to assist properties in setting rents that are affordable to
workers in the area.

The MHFA is exploring strategies for mitigating the impact of the reduction to the program. These strategies may
include improved coordination of housing resources appropriated to other state agencies with the MHFA’s
strategic goals, incenting efficient land use, other local regulatory actions that reduce costs, and increased private
sector contribution to the development and redevelopment of affordable housing.

The two state funded programs designed to assist American Indians with their housing needs – the Tribal Indian
program, and the Urban Indian program - have existed in essentially the same form for more than 25 years. The
types of housing assistance needed by American Indians has changed, as have the lending practices on tribal
land. The proposed consolidation is consistent with MHFA’s efforts over the last five years to consolidate
programs into a fewer number of flexible programs.

MHFA proposes to consolidate the two programs and the Challenge program. The consolidation of the two
American Indian housing programs into the Challenge program has the potential to increase the level of activity
for American Indians. It will also encourage more innovative uses of state appropriations.
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Relationship to Base Budget
In FY 2004-05 the base of the Challenge program was $19,244,000, the base from the Tribal Housing program
was $2,210,000, and for the Urban Indian Housing program was $360,000. For the last three biennia, the
Challenge program has been the largest state-appropriated MHFA program. The recommended reduction
represents a 60% decrease in funding for the consolidated program. The reduction to the Challenge program
reflects the higher priority given to efforts to end long-term homelessness and serve the most vulnerable
populations.

Key Measures
See Key Measures for the Challenge program under Appropriated programs.

Alternatives Considered
Smaller reductions were considered for this program; however, given the extent of the total reductions and the
principles developed to guide budget decisions, the proposed distributions of reductions is appropriate.

Statutory Change : M. S. 462A.33; 462A.07, subds. 14 and 15.
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Fiscal Impact ($000s) FY 2006 FY 2007 FY 2008 FY 2009

General Fund
Expenditures $2,000 $2,000 $4,000 $4,000
Revenues 0 0 0 0

Other Fund
Expenditures 0 0 0 0
Revenues 0 0 0 0

Net Fiscal Impact $2,000 $2,000 $4,000 $4,000

Recommendation
The Governor recommends that the Housing Trust Fund (HTF) program be increased by $4 million in order to
assist with the capital costs and operating costs of supportive housing units for families and individuals
experiencing long-term homelessness. The increase fulfills the commitment made in the Business Plan to End
Long-Term Homelessness. The goal to provide 4,000 housing opportunities by the end of the decade. The
increased funding results from a reallocation of state appropriations from other housing programs.

Background
The Business Plan to End Long-Term Homelessness recognized that additional resources would need to be
identified for the services component of supportive housing. Among the strategies identified in the Business Plan
were: 1) exploring opportunities to increase the use of mainstream services; and 2) targeting resources to the
needs of persons experiencing long-term homelessness. The reductions proposed to MHFA’s budget will help
alleviate some pressures on and leverage additional resources of the Department of Human Services so that one
or more strategies for filling the services gap in supportive housing can be implemented. The Business Plan to
End Long-Term Homelessness can be found at: www.mhfa.state.mn.us/multifamily/LTH.htm.

Relationship to Base Budget
The recommended increase will bring the base for the HTF program to $12,610,000 or a 46.5% increase to the
base of this program. The $4 million in new money will be targeted to persons and households who have
experienced long-term homelessness.

Key Measures
See Key Measures for the relevant budget activity under Appropriated Programs.

Alternatives Considered
Preserving the supportive housing programs which serve the most vulnerable populations and implementing the
Business Plan to End Long-Term Homelessness are the agency’s highest priority. Since no new funds are
available to provide an increase to this program, a reallocation of other program funds was the only action
Considered.

www.mhfa.state.mn.us/multifamily/LTH.htm
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Agency Purpose
he Minnesota Housing Finance Agency (MHFA) is
committed to meeting Minnesotans’ needs for decent,
safe, affordable housing, and stronger communities.

The agency’s strategic plan sets forth the following policy
objectives:
♦ end long-term homelessness
♦ increase homeownership for underserved populations
♦ preserve existing affordable housing
♦ increase housing choice for low and moderate income

workers to support economic vitality
♦ the MHFA should be viewed as a housing resource of

choice

Core Functions
MHFA funds housing activity in five broad areas:
ÿ Development and Redevelopment Programs . These

programs fund the new construction and rehabilitation
of rental housing, and homes for ownership for families
with a range of incomes.

ÿ Homeownership Loan Programs. These programs fund home purchase and home improvement loans for
families and individuals with a range of incomes not served by the private sector alone.

ÿ Supportive Housing Programs . These programs fund housing development, rental assistance, and
homeless prevention activities for very low-income families and individuals who often face other barriers to
stability, economic self-sufficiency, and independent living.

ÿ Preservation of Federally Assisted Housing Programs . These programs seek to preserve the stock of
federally assisted rental housing that is in danger of being lost due to opt-outs for market reasons, physical
deterioration, or both.

ÿ Resident and Organization Support . These programs provide operating funds for organizations that
develop affordable housing, offer homebuyer training, education, and foreclosure prevention assistance, or
coordinate regional planning efforts.

Operations
Management and control of the agency is vested in the board of directors. The board is comprised of six citizen
members appointed by the governor and one ex-officio member: the state auditor. The board directs the policies
of the agency and adopts an affordable housing plan, approves funding decisions, adopts finance policies, and
selects the finance team.

The agency staff includes 190 full-time equivalent employees in three major divisions: housing finance and
operations; housing programs; housing policy. Over half of all the employees are professional level employees.
ÿ The housing finance and operations staff are responsible for the management of the assets and liabilities of

the agency which includes a portfolio of housing related loans and other investments totaling $2.8 billion, $1.8
billion of which are financed by mortgage revenue bonds. The staff manages the process of raising capital
through periodic debt issuances. The staff in this division also prepares financial forecasts, budgets, and
fiscal year-end audited financial reports for all funds and accounts. Staff is responsible for the accurate and
timely reporting of all accounting and financial information necessary to comply with disclosure requirements
and board policies. This division also includes the staff managing the agency’s information systems and
human resources staff.

ÿ The staff of the multifamily portion of the housing programs division manages the process of assisting in the
financing of new construction, rehabilitation, and preservation of rental housing. This staff oversees the
provision of tenant support services, rental assistance, and homeless prevention activities. The staff is also
responsible for the oversight of the management of the agency’s portfolio of rental housing, monitoring

At A Glance

Two-Year State Budget:
♦ $1.14 billion all funds
♦ 4 Sources:
♦ 46% bond sales
♦ 28% federal funds
♦ 18% agency resources
♦ 8% state appropriations

Annual Business Processes:
♦ Provided $534 million in housing assistance in

FFY 2004.
♦ Served 55,600 households.
♦ 72% of all households served had annual

incomes under $20,000; 45% of the
households served did not receive section 8
assistance and had incomes below $20,000.

T
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compliance with state and federal requirements, and administering the Section 8 contracts of 32,000 units of
rental housing that include the contracts on 18,000 units previously administered by Housing and Urban
Development (HUD).

ÿ The homeownership portion of the housing programs division staff manages programs to assist with the
financing of home purchases and home improvements. It also manages the process of assisting in the
financing of new home construction for ownership and neighborhood revitalization. The staff oversees the
provision of homeownership education services. The staff also administers programs that provide post-
purchase support and foreclosure prevention for homeowners.

ÿ The housing policy division includes governmental affairs, research, and policy.

The agency’s assistance is delivered through local lenders, community action programs, local housing and
redevelopment authorities, and for-profit and non-profit developers. MHFA joins with other public and private
funders to make available development and redevelopment funds in a comprehensive, single application, one-
stop selection process.

Budget
MHFA’s largest source of financing is the sale of tax-exempt and taxable bonds that totals approximately 46% of
the agency’s budget. Proceeds from the sale of these bonds provide mortgage loans to first-time homebuyers
and rental housing developments. Repayments made to programs funded by mortgage revenue bonds are made
available for the same activities.

Agency resources constitute 18% of the agency’s budget. Agency resources are earnings over the years in
excess of funds needed to cover loan loss and self-insurance. Agency resources are used for a variety of
housing activities including entry cost assistance, activities related to the initiative to end long-term homelessness,
first mortgage financing of rental properties, and preservation of MHFA financed rental properties.

Federal funds constitute 28% of MHFA funds. In FY 2004-05 biennium, the two largest programs receiving
federally appropriated funds were the Section 8 Housing Assistance payments program and the Home Investment
Partnership Program (HOME). In the past, the agency has received federal funding for a number of smaller
programs as well.

State appropriations constitute 8% of the total program funds expected to be distributed in 2004-05. State
appropriations for the 2004-2005 biennium total $70,270,000 from the General Fund including $300,000 in the
one-time only funds for flood recovery assistance to Roseau.

Contact

For more information, contact: Tonja M. Orr, Assistant Commissioner
(651) 296-9820.

The MHFA web site at www.mhfa.state.mn.us provides information about Agency programs,
application forms and procedures, and other useful information for persons seeking
assistance with the financing of affordable housing.

http://www.mhfa.state.mn.us
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Direct Appropriations by Fund
General

Current Appropriation 35,385 34,885 34,885 34,885 69,770
Recommended 35,385 34,885 28,270 28,270 56,540

Change 0 (6,615) (6,615) (13,230)
% Biennial Change from 2004-05 -19.5%

Expenditures by Fund
Direct Appropriations

General 0 0 28,270 28,270 56,540
Statutory Appropriations

Housing Finance Agency 255,557 251,730 197,753 198,064 395,817
Total 255,557 251,730 226,023 226,334 452,357

Expenditures by Category
Total Compensation 13,129 14,107 14,596 15,083 29,679
Other Operating Expenses 7,415 7,752 6,292 6,116 12,408
Payments To Individuals 168,400 168,362 165,889 165,889 331,778
Local Assistance 3,835 4,423 4,118 4,118 8,236
Other Financial Transactions 62,778 57,086 35,118 35,118 70,236
Transfers 0 0 10 10 20
Total 255,557 251,730 226,023 226,334 452,357

Expenditures by Program
Appropriated Programs 81,055 65,773 41,418 41,418 82,836
Non Appropriated Programs 174,502 185,957 184,605 184,916 369,521
Total 255,557 251,730 226,023 226,334 452,357

Full-Time Equivalents (FTE) 182.9 190.4 190.4 190.4
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Program Description
Appropriated programs fund affordable housing activities in five broad areas. Although state appropriations are
only 8% of the total Minnesota Housing Finance Agency (MHFA) biennial budget, these funds make a critical
difference, enabling the MHFA to meet the housing needs of lower income families and individuals than would be
otherwise possible. Appropriated programs often supplement nonappropriated programs that use amortizing debt
and other sources of funds. Approximately 65% of the state appropriation is used for rental housing since
providing affordable rental housing requires relatively more subsidy than homeownership.

The MHFA meets regularly with regional advisory groups across the state to receive input about agency goals,
policies, and programs. In making funding decisions in competitive selection processes, MHFA uses jointly
developed investment guidelines for projects in the Twin Cities metropolitan area, and Continuum of Care plans
developed at the regional level to assure consistency with regional priorities. The agency utilizes a joint
application and review process in conjunction with the Family Housing Fund, the Greater Minnesota Housing
Fund, and the Metropolitan Council for significant portions of its funding. Other state agencies and local units of
government are consulted in making funding awards in order to better coordinate government resources.

Budget Activities Included:
ÿ Development and Redevelopment Programs . These programs fund the new construction and

rehabilitation of rental housing and homes for ownership for families with a range of incomes.
ÿ Supportive Housing Programs . These programs fund housing development, rent assistance, and

homeless prevention activities for very low-income families and individuals who often face other barriers to
stability, economic self-sufficiency, and independent living.

ÿ Homeownership Loan Programs . These programs fund home purchase and home improvement loans for
families and individuals with a range of incomes not well served by the private sector alone.

ÿ Preservation of Federally Assisted Housing Programs . These programs seek to preserve the stock of
federally assisted rental housing that is in danger of being lost due to opt-outs for market reasons, physical
deterioration, or both.

ÿ Resident and Organizational Support . These programs provide operating funds for organizations that
develop affordable housing, offer homebuyer training, education, and foreclosure prevention assistance, or
coordinate regional planning efforts.

FY 2006 FY 2007 Biennial
Development and Redevelopment Programs

Economic Development and Housing Challenge Fund $4,407,000 $4,407,000 $8,814,000
Supportive Housing Programs

Housing Trust Fund $6,305,000 $6,305,000 $12,610,000
Bridges $1,638,000 $1,638,000 $3,276,000
Family Homeless Prevention and Assistance $3,715,000 $3,715,000 $7,430,000

Homeownership Loan Programs
Homeownership Assistance Fund $0 $0 $0

Preservation of Federally Assisted Housing Programs
Affordable Rental Investment Fund (ARIF- Preservation) $8,531,000 $8,531,000 $17,062,000
Rehabilitation Loan $2,654,000 $2,654,000 $5,308,000

Resident and Organizational Support
Homeownership Education, Counseling, and Training

(HECAT)
$770,000 $770,000 $1,540,000

Non-Profit Capacity Building Grants $250,000 $250,000 $500,000
Totals $28,270,000 $28,270,000 $56,540,000
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Direct Appropriations by Fund
General

Current Appropriation 35,385 34,885 34,885 34,885 69,770

Technical Adjustments
Current Law Base Change 885 885 1,770

Subtotal - Forecast Base 35,385 34,885 35,770 35,770 71,540

Governor's Recommendations
Budget Reductions 0 (3,000) (3,000) (6,000)
Challenge Budget Cut & Consolidation 0 (6,500) (6,500) (13,000)
HTF-Ending Long-Term Homeless Initiative 0 2,000 2,000 4,000

Total 35,385 34,885 28,270 28,270 56,540

Expenditures by Fund
Direct Appropriations

General 0 0 28,270 28,270 56,540
Statutory Appropriations

Housing Finance Agency 81,055 65,773 13,148 13,148 26,296
Total 81,055 65,773 41,418 41,418 82,836

Expenditures by Category
Payments To Individuals 20,710 12,808 10,543 10,543 21,086
Local Assistance 2,836 2,832 2,357 2,357 4,714
Other Financial Transactions 57,509 50,133 28,518 28,518 57,036
Total 81,055 65,773 41,418 41,418 82,836

Expenditures by Activity
Re/Development 39,342 24,122 7,247 7,247 14,494
Supportive Housing 16,012 13,020 12,651 12,651 25,302
Homeownership Loan 9,556 8,345 4,745 4,745 9,490
Preservation 13,606 17,823 14,555 14,555 29,110
Resident & Organizational Supp 2,539 2,463 2,220 2,220 4,440
Total 81,055 65,773 41,418 41,418 82,836
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Activity Description
The Minnesota Housing Finance Agency’s (MHFA)
re/development program is instrumental to achieving the
Agency’s strategic goals of:

♦ increasing housing choices for low and moderate-
income workers to support economic vitality; and

♦ preserving existing affordable housing.

These programs fund the new construction and rehabilitation of housing, both rental and homes for ownership,
needed to sustain economic growth and vitality. In some communities, new housing is needed due to significant
net employment growth. New construction is financed for affordable units in mixed income developments, rental
housing, and affordable units in single-family subdivisions. In other communities, rehabilitating the existing stock
is an important strategy for retaining existing employers and related economic activity.

Population Served
Homeowners, homebuyers, and tenants of rental housing are served by this budget activity. Additionally,
communities receive assistance in their stabilization and revitalization efforts through this budget activity.

Services Provided
Re/development Program funds are made available primarily through a competitive, comprehensive, one-stop,
single application process sponsored by MHFA, the Family Housing Fund, the Greater Minnesota Housing Fund,
the Metropolitan Council, and others.

ÿ Economic Development and Housing Challenge Program (M.S. 462A.33)

The Economic Development and Housing Challenge program is the primary program to fund development
and redevelopment activities. It funds a wide variety of development and redevelopment activities, including
new construction, acquisition, and rehabilitation of both rental housing and homes for ownership. Assistance
is provided generally in the form of no-interest, deferred loans and grants to local units of government, and
for-profit and nonprofit developers. The income maximum for the owner-occupied housing funded under this
program is set at 115% of greater of state or area median income ($87,860 in the Twin Cities metro area for
2004). The income maximum for the rental housing funded under this program is set at 80% of greater of
state or area median income ($61,120 in the Twin Cities metro area for 2004). The income maximums allow
a range of workforce housing to be developed or rehabilitated.

Projects that show cost reduction or avoidance as a result of local regulatory relief are given a priority in
selection for funding. At least 50% of the funds must be used only for projects in which an employer has made
some sort of financial contribution to the housing as well as there being a contribution from either a local unit
of government or a charitable organization. These requirements have helped to increase the amount of
monies from non-state resources that are invested in affordable housing projects.

Historical Perspective
In 2000, the Minnesota Legislature approved a major consolidation of the funding for four programs that all
supported re/development activities. The programs were consolidated into the Economic Development and
Housing Challenge program, and this program was made a permanent base program. The two primary reasons
for the consolidation were:
♦ To increase capital investment from non-state sources; and
♦ To increase private development and contain cost increases by promoting the removal of governmental

barriers to affordable housing development.

Activity at a Glance

In FY 2004:
♦ 5,479 housing units were rehabilitated;
♦ 1,700 new housing units were financed; and
♦ Requests typically exceed funds available by

a five to one ratio.
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Contact
Tonja M. Orr, Assistant Commissioner
Phone: (651) 296-9820
Fax: (651) 296-8139
E-mail: tonja.orr@state.mn.us

For further information, visit MHFA’s web site at: www.mhfa.state.mn.us

mailto:tonja.orr@state.mn.us
http://www.mhfa.state.mn.us
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Expenditures by Fund
Direct Appropriations

General 0 0 4,407 4,407 8,814
Statutory Appropriations

Housing Finance Agency 39,342 24,122 2,840 2,840 5,680
Total 39,342 24,122 7,247 7,247 14,494

Expenditures by Category
Payments To Individuals 6,792 4,141 1,547 1,547 3,094
Other Financial Transactions 32,550 19,981 5,700 5,700 11,400
Total 39,342 24,122 7,247 7,247 14,494
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Activity Description
Supportive housing is permanent housing with support
services. Supportive housing is an essential element of
efforts to achieve the strategic goal of ending long-term
homelessness. Supportive housing stabilizes housing for
the poorest households or households with special needs
so they can successfully address barriers to employment,
complete school or training, and/or achieve independent
living. Housing providers understand that providing
affordable housing alone does not ensure success for these
populations. Service providers increasingly understand that
delivering services alone to a family or individual with no
stable, affordable housing does not work either.

Population Served
Supportive housing programs serve individuals and families
with multiple barriers to obtaining and maintaining housing,
including persons who are homeless or at risk of becoming
homeless, and persons with mental illness, substance
abuse disorders, or persons with HIV/AIDS.

Services Provided
Three Minnesota Housing Finance Agency (MHFA) appropriated programs assist in meeting the goal of ending
long-term homelessness by funding elements of supportive housing activities that help prevent homelessness:

ÿ Housing Trust Fund Program (M.S. 462A.201)

The Housing Trust Fund program is the largest of the programs in this budget activity. The Housing Trust
Fund provides 0% interest deferred loans for the financing of affordable permanent and supportive rental
housing and limited equity cooperative housing for very low-income households. It also provides grants and
loans for the costs of operating rental housing that are unique to the operation of low-income rental housing
and for rental assistance. Housing assisted under this program must serve households with incomes that do
not exceed 60% of metropolitan area median income ($45,840 for 2004); 75% of the program funds must be
used for housing for households with incomes that do not exceed 30% of the metropolitan area median
income ($22,920 for 2004). Nonprofit and for-profit organizations as well as local units of government are
eligible to receive funds under this program.

ÿ Bridges (M.S. 462A.2097)

The Bridges program (statutorily known as the Rent Assistance for Persons with Mental Illness Program)
provides rent assistance for households in which at least one adult member has a serious and persistent
mental illness. Eligibility for the program is limited to households with incomes below 50% area median
income. This activity links housing with social services through a partnership between a housing agency and
a social service agency. The rental assistance is intended to stabilize the household in the community until a
Section 8 certificate voucher becomes available.

ÿ Family Homeless Prevention and Assistance Program (M.S. 462A.204)

The Family Homeless Prevention and Assistance Program (FHPAP) provides flexible grants to counties and
nonprofit organizations to use to assist families or youth who are homeless or at imminent risk of
homelessness. Grant recipients are required to design or redesign an emergency response system to shift
the focus to prevention of homelessness and a more rapid move to transitional or permanent housing. Fifty-
seven counties are now served by FHPAP.

Activity at a Glance

For FFY 2004:
♦ 429 households received Bridges assistance;
♦ 734 households received other state funded

rental assistance;
♦ 479 housing units for very low-income

households were constructed or rehabbed
with Housing Trust Fund (HTF) monies;

♦ 6,657 households received homeless
prevention assistance;

♦ Average assistance per household under the
Family Homeless Prevention and Assistance
Program (FHPAP) - $530; and

♦ Nearly half of the households served under
FHPAP are single-parent families.
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Historical Perspective
In 2000, the Minnesota Legislature approved a consolidation of funding from several programs into the Housing
Trust Fund to better facilitate the development and operation of supportive housing. Prior to 2001, the Housing
Trust Fund could only be used for bricks and mortar, and there was no source of funding for operating cost
support; the biennial base for the Housing Trust Fund was $4.6 million prior to consolidation.

Contact
Tonja M. Orr, Assistant Commissioner
Phone: (651) 296-9820
Fax: (651) 296-8139
E-mail: tonja.orr@state.mn.us

For further information, visit MHFA’s web site at: www.mhfa.state.mn.us

mailto:tonja.orr@state.mn.us
http://www.mhfa.state.mn.us
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Expenditures by Fund
Direct Appropriations

General 0 0 11,658 11,658 23,316
Statutory Appropriations

Housing Finance Agency 16,012 13,020 993 993 1,986
Total 16,012 13,020 12,651 12,651 25,302

Expenditures by Category
Payments To Individuals 13,918 8,667 8,996 8,996 17,992
Other Financial Transactions 2,094 4,353 3,655 3,655 7,310
Total 16,012 13,020 12,651 12,651 25,302
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Activity Description
The homeownership loan programs combine state
appropriations with bond proceeds and Minnesota Housing
Finance Agency (MHFA) resources to provide affordable
loans. Homeownership loan programs also conduct
marketing and outreach aimed at reaching underserved
populations.

The state appropriated homeownership loan program
assists in achieving the strategic goal:

♦ increasing the homeownership rate of households of color

Population Served
The homeownership loan programs serve low and moderate-income first-time homebuyers, and very low-income
homeowners, including Native Americans living on tribal lands.

Services Provided
MHFA’s appropriated homeownership loan programs include:

ÿ Homeownership Assistance Fund (M.S 462A.21, Subd. 8)

The Homeownership Assistance Fund (HAF) provides entry costs and monthly assistance to more modest
income homebuyers who are purchasing their first home through one of MHFA’s mortgage revenue bond
programs. Assistance is in the form of a 0% interest second mortgage loan. Repayment of the loan is
deferred until the home is sold, the mortgage is refinanced, or the borrower no longer occupies the home as
his or her principal residence. Eligible homebuyers must have income that does not exceed 80% of the
greater of state or area median income; income limits may be adjusted for family size. Repayments and
prepayments of loans are invested in new loans. A network of participating lenders deliver this assistance.
This program received no state appropriations for the 2004-05 biennium. It has operated on repayments and
agency resources since July, 2003.

Key Measures
Percent of homebuyers served by MHFA who are households of color

15.3%

19.9% 19.5%

16.0%
17.0%

18.6%

1999 2000 2001 2003 Actual 2003 Target 2004 Actual

Activity at a Glance

In FFY 2004:
♦ 1,105 households received Homeownership

Assistance Fund (HAF) assistance;
♦ 49.1% of first-time homebuyers with a MHFA

mortgage received HAF assistance; and
♦ Average assistance under the HAF program -

$7,584.
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This indicator measures the extent to which MHFA serves homebuyers of color. MHFA targets its resources to
groups historically underserved by the private market, including households of color. Homeownership rates
among households of color are adversely affected by a variety of factors including significant increases in house
prices.

In June, 2004, MHFA launched an initiative to develop a business plan for increasing the homeownership rate for
communities of color. The business plan will contain strategies for how MHFA and others can achieve the goal
that the homeownership rate for all emerging markets will be at least 50% by 2010.

Percent of home improvement loans used for properties built before 1979 with a value of less than
$200,000

87.0%

60.0%

2003 Actual 2003 Target

This indicator measures the extent to which MHFA strategically targets its home improvement loans. Homes that
are valued at under $200,000 and built before 1979 are considered to be the most likely to be in need of
improvements.

Historical Perspective
The 2003 Legislature directed that for the 2006-2007 biennium, the base for the Homeownership Assistance Fund
(HAF) program be restored to $1,770,000. Funding for that program had been temporarily suspended for FY
2004-2005.

Contact
Tonja M. Orr, Assistant Commissioner
Phone: (651) 296-9820
Fax: (651) 296-8139
E-mail: tonja.orr@state.mn.us

For further information, visit MHFA’s web site at: www.mhfa.state.mn.us

mailto:tonja.orr@state.mn.us
http://www.mhfa.state.mn.us
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Expenditures by Fund
Statutory Appropriations

Housing Finance Agency 9,556 8,345 4,745 4,745 9,490
Total 9,556 8,345 4,745 4,745 9,490

Expenditures by Category
Local Assistance 317 180 180 180 360
Other Financial Transactions 9,239 8,165 4,565 4,565 9,130
Total 9,556 8,345 4,745 4,745 9,490
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Activity Description
This budget activity is one of the key means by which the
Minnesota Housing Finance Agency (MHFA) achieves its
strategic goal of strategically preserving the existing
housing stock.

In order to preserve every unit of federally assisted rental
housing as is economically feasible, the MHFA provides
incentive or rehabilitation loans, or both, for new or existing
owners who will commit to staying in the federal assistance
program for a longer term. This housing was financed
originally with Housing and Urban Development (HUD),
MHFA, or United States Department of Agriculture (USDA)
Rural Development programs. No existing development
program – federal, state, or local - can produce housing
that is as affordable to residents as the existing stock of
federally assisted housing. Preserving this housing costs
substantially less per unit than new construction and, in
many cases, leverages federal rent or mortgage subsidies
well into the future.

This housing stock is threatened for three reasons:

ÿ� half of Minnesota’s Section 8 housing stock was financed with 20-year mortgages that either have or soon will
expire;

ÿ� federal policies and requirements and the increasingly frequent changes in these policies and requirements
makes continued participation in any publicly funded rental housing program less attractive to owners. An
increasing number of owners are choosing to opt-out of the programs for estate planning reasons; and

ÿ� physical deterioration threatens a significant portion of federally assisted housing.

Population Served
Tenants of federally subsidized housing are generally the among the lowest income households served by MHFA.

Services Provided

ÿ Rehabilitation Loan Program (M.S. 462A.05, Subd. 14a)

The Rehabilitation Loan Program provides deferred loans of up to $15,000 to very low-income homeowners
with annual incomes of $18,000 or less for the purpose of correcting health and safety hazards within their
homes and improving their homes and improving their habitability, accessibility, and energy efficiency. Loans
are deferred until the home is sold, the borrower no longer lives in the home, or 30 years, whichever occurs
first. Repayments are recycled into new loans. Historically, repayments under this program have averaged
about $1,000,000 per year. Loans are distributed through local administrators who are familiar with the local
area’s needs.

ÿ Affordable Rental Investment Fund (M.S. 462A.21, Subd. 8b)

The Affordable Rental Investment Fund (ARIF Preservation) provides 0% deferred loans. The loans are most
commonly in the form of preservation loans or loans to cover the costs of rehabilitation. Preservation loans
are provided in situations where the development could, in MHFA’s estimation, produce significantly greater
revenues from market rents than it does under the federal program.

Activity at a Glance

♦ There are approximately 53,000 units of
privately owned, federally assisted rental
housing in Minnesota;

♦ Of those, 11,050 units have received
preservation funding to date;

♦ Only 15 federally assisted housing units in
MHFA’s portfolio have been lost to date;

♦ Preservation funds increasingly are being
used to address the physical deterioration of
federally assisted housing;

♦ 461 households received assistance to rehab
or preserve their home; and

♦ Average assistance under the Rehabilitation
Loan Program - $11,049.
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Historical Perspective
The ARIF Preservation program has been funded since 1998. The focus of activities has shifted from projects at
risk of conversion to market rate housing to projects that are at risk of losing federal assistance due to the
physical condition of the aging building.

Key Measures
MHFA has established a performance measure that at least 90% of federally assisted units determined to be at
risk for termination of their federal assistance program will be preserved as affordable housing. In FFY 2003,
actual performance achieved preservation of 92% of all at risk units.

The following chart reflects the location, number of developments, and the number of units for which the owner
has agreed to preserve the federally assisted housing program for a specified period of time under a Declaration
of Covenants running with the land. The MHFA subsidy source of funds include primarily PARIF, but also ARIF,
FAF Savings and HTF:

PRESERVATION OF FEDERALLY ASSISTED HOUSING

# of
Develop-

ments

Total
Units

Total
Assisted

Units

MHFA Subsidy
per Unit

Remaining
Term of
Federal

Assistance

Benefit
(Return) on

Preservation
Effort

Metro 53 5,357 4,738 $11,105 13 5.7

Conversion 22 2,642 2,050 $10,789 12 5.2

Physical Deterioration 15 1,202 1,202 $10,613 14 5.9

Combination 16 1,513 1,486 $11,726 14 6.1

Greater Minnesota 50 2,592 2,432 $11,008 16 3.6

Conversion 7 479 459 $8,499 15 4.1

Physical Deterioration 31 1,174 1,140 $12,215 18 3.4

Combination 12 939 833 $10,741 15 3.8

Total 103 7,949 7,170 11,072 15 5.0
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The following chart reflects additional developments where only rehabilitation was performed. These
developments were preserved prior to MHFA’s requirement to file a Declaration:

REHABILITATION OF FEDERALLY ASSISTED HOUSING (HOME Funded)

Developments Total Units Assisted Units MHFA Subsidy
per Unit

Metro 15 808 808 $1,009
Greater Minnesota 49 1,633 1,633 $4,418

Total 64 2,441 2,441 $3,289

PRESERVATION THROUGH MHFA’S REDEFINED EQUITY PROGRAM

# of
Develop-

ments

Total
Units

Total
Assisted

Units

MHFA Subsidy
per Unit*

Minimum
Rent Subsidy

Period

PV of Fed
Assistance
Preserved

Metro 15 687 687 $0 14 $45,889,191

Greater Minnesota 16 752 752 $0 12 $51,996,589

Total 31 1,439 13 $97,885,780

*The MHFA’s Redefined Equity II Program provides an opportunity for an increased partnership distribution in
exchange for a longer term commitment from the owner to remain in the Section 8 program. This is at no cost to
MHFA.

Contact
Tonja M. Orr, Assistant Commissioner
Phone: (651) 296-9820
Fax: (651) 296-8139
E-mail: tonja.orr@state.mn.us

For further information, visit MHFA’s web site at: www.mhfa.state.mn.us

mailto:tonja.orr@state.mn.us
http://www.mhfa.state.mn.us
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Expenditures by Fund
Direct Appropriations

General 0 0 11,185 11,185 22,370
Statutory Appropriations

Housing Finance Agency 13,606 17,823 3,370 3,370 6,740
Total 13,606 17,823 14,555 14,555 29,110

Expenditures by Category
Local Assistance 534 789 557 557 1,114
Other Financial Transactions 13,072 17,034 13,998 13,998 27,996
Total 13,606 17,823 14,555 14,555 29,110
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Activity Description
This budget activity contributes to Minnesota Housing
Finance Agency (MHFA) achieving its strategic goal of
being a housing resource of choice.

The resident and organizational support programs provide
support for some of the organizational infrastructure
necessary to effectively deliver affordable housing
throughout the state.

These programs fund:
ÿ� homebuyer education and foreclosure prevention;
ÿ� regional planning and coordinating activities; and
ÿ� nonprofit operating costs.

Citizen input sessions around the state and over the years consistently identify the lack of capacity as a barrier to
producing more affordable housing.

Population Served
ÿ Homeowners faced with foreclosure and low and moderate-income first-time homebuyers are served by the

resident support activities.
ÿ Nonprofit development organizations are assisted with the building of their capacity to develop affordable

housing.
ÿ Regional networks that work on issues of regional planning and coordination.

Services Provided
There are two appropriated programs that provide support for some of the organizational infrastructure necessary
to effectively deliver affordable housing throughout the state:

ÿ Homeownership Education, Counseling, and Training (HECAT) program (M.S. 462A.209).

The MHFA, in collaboration with many other organizations, has brought together groups throughout the state,
and designed a comprehensive statewide delivery network for homebuyer training and education overseen by
the Homeownership Center in St. Paul. Experienced nonprofit organizations receive grants to provide
comprehensive homebuyer training, and support on either a pre- or post-purchase basis for low and
moderate-income first-time homebuyers. Funds may be used for either administrative support or program
support.

Nonprofit and community based organizations provide interest-free loans for homeowners who are faced with
foreclosure due to a temporary financial hardship; nonfinancial assistance in the form of financial counseling
services, screening and assessment, referrals, case management and advocacy is also provided. These
services are now available in every county.

ÿ Nonprofit Capacity Building Grant program (M.S. 462A.21, Subd. 3b). Two primary activities are funded
through this program.

♦ Regional planning and coordination.

MHFA funds regional planning and coordination using the six Minnesota Initiative Fund regions and the
metropolitan area. MHFA provides minimal funding for each region to convene Regional Housing
Advisory Groups for the purpose of maintaining good communication between MHFA and the region;
enabling an effective network within the region between economic development and housing efforts, and

Activity at a Glance

In FFY 2004:
♦ 7,388 households received foreclosure

prevention assistance or homebuyer training
services;

♦ 24 administrators, covering 61 counties in
greater Minnesota and two counties in the
metro area (Scott and Carver), receive HOME
administrative costs funds; and

♦ Continued funding of regional advisory groups
to promote coordination of planning on a
regional basis.
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facilitating the development of regional Continuum of Care Plans that identify: existing homeless
prevention, and assistance programs and services, funding and service gaps, and priorities for state and
federal funding. All state agency members of the Interagency Task Force on Homelessness use
Continuum of Care Plans when making funding decisions.

♦ Operating support for nonprofit developers.

Using both state appropriations and federal funds, MHFA now funds an operating support program in
cooperation with the Minnesota Housing Partnership and the Local Initiatives Support Corporation to
provide multi-year ongoing operating funds to build nonprofit capacity.

In addition, approximately $20,000 is available for training.

Historical Perspective
In 2000, the Minnesota Legislature combined the Full-Cycle Homeownership Services program, and the
Foreclosure Prevention, and Assistance program to form a new program called the HECAT program. Since many
administrators participated in both programs, the merger achieved administrative simplicity.

In late 2003, the MHFA merged two regional advisory groups: the Economic Vitality and Housing advisory groups
and the Continuum of Care planning groups into the Regional Housing Advisory Groups. The merger will assure
one forum through which a variety of issues can be considered.

Contact
Tonja M. Orr, Assistant Commissioner
Phone: 651) 296-9820
Fax: 651) 296-8139
E-mail: tonja.orr@state.mn.us

For further information, visit MHFA’s web site at: www.mhfa.state.mn.us

mailto:tonja.orr@state.mn.us
http://www.mhfa.state.mn.us
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Expenditures by Fund
Direct Appropriations

General 0 0 1,020 1,020 2,040
Statutory Appropriations

Housing Finance Agency 2,539 2,463 1,200 1,200 2,400
Total 2,539 2,463 2,220 2,220 4,440

Expenditures by Category
Local Assistance 1,985 1,863 1,620 1,620 3,240
Other Financial Transactions 554 600 600 600 1,200
Total 2,539 2,463 2,220 2,220 4,440
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Program Description
The Minnesota Housing Finance Agency (MHFA) funds affordable housing activities in five broad areas using
“non-appropriated” funds in all five activity areas. “Non-appropriated” programs in the state budgeting system are
funded with federal funds. MHFA also uses tax-exempt and taxable bond proceeds and agency resources to fund
housing activities.

Budget Activities Included:
ÿ Development and Redevelopment Programs . These programs fund the new construction and

rehabilitation of rental housing and homes for ownership for families with a range of incomes.
ÿ Supportive Housing Programs . These programs fund housing development and rent assistance for very

low-income families and individuals who often face other barriers to stability, economic self-sufficiency, and
independent living.

ÿ Homeownership Loan Programs . These programs fund home purchase and home improvement loans for
families and individuals with a range of incomes not well served by the private sector alone.

ÿ Preservation of Federally Assisted Housing Programs . These programs seek to preserve the stock of
federally assisted rental housing that is in danger of being lost due to opt-outs for market reasons, physical
deterioration, or both.

ÿ Resident and Organizational Support . These programs provide operating funds for organizations that
develop affordable housing, offer homebuyer training, education, and foreclosure prevention assistance, or
coordinate regional planning efforts.

FY 2006 FY 2007 Biennial
Development and Redevelopment Programs

HOME Rental Rehabilitation Program $5,928,000 $5,928,000 $11,856,000
Minnesota Urban Rural Homesteading Program (HOME-
MURL)

$3,130,000 $3,130,000 $6,260,000

Supportive Housing Programs
Housing Opportunities for Persons with AIDS (HOPWA) $1,250,000 $1,250,000 $2,500,000
Shelter Plus Care $1,400,000 $1,400,000 $2,800,000

Homeownership Loan Programs
HOME Downpayment Assistance $472,500 $472,500 $945,000

Preservation of Federally Assisted Housing Programs
Section 8 Housing Assistance Payments $64,000,000 $64,000,000 $128,000,000
HUD Contract Administration $73,000,000 $73,000,000 $146,000,000
Section 236 Interest Rate Reduction $1,053,000 $1,053,000 $2,106,000

Resident and Organizational Support
Community Housing Development Corporation (CHDO)
Operating Grants

$519,000 $519,000 $1,038,000

HOME Administration Costs $811,000 $811,000 $1,622,000
HOME Chronic Homelessness $500,000 $0 $500,000

Totals $152,063,500 $151,563,500 $303,627,000
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Expenditures by Fund
Statutory Appropriations

Housing Finance Agency 174,502 185,957 184,605 184,916 369,521
Total 174,502 185,957 184,605 184,916 369,521

Expenditures by Category
Total Compensation 13,129 14,107 14,596 15,083 29,679
Other Operating Expenses 7,415 7,752 6,292 6,116 12,408
Payments To Individuals 147,690 155,554 155,346 155,346 310,692
Local Assistance 999 1,591 1,761 1,761 3,522
Other Financial Transactions 5,269 6,953 6,600 6,600 13,200
Transfers 0 0 10 10 20
Total 174,502 185,957 184,605 184,916 369,521

Expenditures by Activity
Re/Development 9,002 9,950 9,950 9,950 19,900
Supportive Housing 792 1,350 1,450 1,450 2,900
Homeownership Loan 0 345 300 300 600
Preservation 143,291 151,102 150,456 150,456 300,912
Resident & Organizational Supp 880 1,361 1,561 1,561 3,122
Administration 20,537 21,849 20,888 21,199 42,087
Total 174,502 185,957 184,605 184,916 369,521

Full-Time Equivalents (FTE) 182.9 190.4 190.4 190.4
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Activity Description
The Minnesota Housing Finance Agency’s (MHFA)
re/development programs are instrumental to achieving the
Agency’s strategic goals of increasing housing choices for
low and moderate-income workers to support economic
vitality and of preserving existing affordable housing.
These programs fund the new construction and
rehabilitation of housing, both rental and homes for
ownership, needed to sustain economic growth and vitality.
In some communities, new housing is needed due to
significant net employment growth. In other communities,
rehabilitating the existing stock is an important strategy for retaining existing employers and related economic
activity.

MHFA’s re/development program funds have been used to finance both rental and homeownership units in new,
mixed income developments, new rental housing, and affordable units in new single-family subdivisions.

Population Served
Homeowners, homebuyers, and tenants of rental housing are served by this budget activity. Additionally,
communities receive assistance in their stabilization and revitalization efforts through this budget activity.

Services Provided
The following are the MHFA’s non-appropriated re/development programs:

ÿ HOME Rental Rehabilitation Program

The HOME Rental Rehabilitation Program is a federally funded program that provides deferred loans to
rehabilitate privately owned rental property to support affordable, decent, safe, and energy efficient housing
for lower income households. Assistance ranges from $3,000 to $14,000 per unit. Owners are required to
match program assistance on a one to three basis. A network of local administrators assists in administering
this program.

ÿ Minnesota Urban Rural Homesteading Program (HOME-MURL)

The Urban and Rural HOMEsteading Program is modeled closely after the state MURL program. It uses
federal HOME block grant funds to provide grants to nonprofit housing providers or cities to acquire single-
family residences that are vacant, condemned, or abandoned, rehabilitate those properties and then sell them
on a contract for deed to first-time low and moderate-income homebuyers who are defined as “at risk”. This
program also strengthens communities by assisting in providing homeownership opportunities. Local units of
government and nonprofits deliver this assistance.

Historical Perspective
The HOME funding had previously been used for the rehabilitation of owner-occupied homes as well as the
Rental Rehabilitation program and the MURL program. HOME funds were reallocated in 2001 to the MURL
program to simplify that program and better meet the new administrative requirements imposed by HUD on the
HOME program.

In 2003, the Minnesota Legislature expanded the authority under the MURL program to new construction in those
instances where the costs of demolition and new construction are less than the costs of acquisition and
rehabilitation.

Activity at a Glance

In FFY 2003:
♦ 255 rental units in greater Minnesota were

rehabbed under the HOME program;
♦ The median income of the tenants was

$10,578; and
♦ 19 extremely low-income households became

homeowners under MURL.
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Contact
Tonja M. Orr, Assistant Commissioner
Phone: (651) 296-9820
Fax: (651) 296-8139
E-mail: tonja.orr@state.mn.us

For further information, visit MHFA’s web site at: www.mhfa.state.mn.us

mailto:tonja.orr@state.mn.us
http://www.mhfa.state.mn.us
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Expenditures by Fund
Statutory Appropriations

Housing Finance Agency 9,002 9,950 9,950 9,950 19,900
Total 9,002 9,950 9,950 9,950 19,900

Expenditures by Category
Payments To Individuals 3,973 3,550 3,550 3,550 7,100
Local Assistance 94 200 200 200 400
Other Financial Transactions 4,935 6,200 6,200 6,200 12,400
Total 9,002 9,950 9,950 9,950 19,900
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Activity Description
Supportive housing is permanent housing with support
services. Supportive housing is an essential element of
efforts to achieve the strategic goal of ending long-term
homelessness. Supportive housing stabilizes housing for
the poorest households or households with special needs
so they can successfully address barriers to employment,
complete school or training, and/or achieve independent
living. Housing providers understand that providing
affordable housing alone does not ensure success for these
populations. Service providers increasingly understand that
delivering services alone to a family or individual with no
stable, affordable housing does not work either.

Population Served
Supportive housing programs serve individuals and families with multiple barriers to obtaining and maintaining
housing, including persons who are homeless or at risk of becoming homeless, and persons with mental illness,
substance abuse disorders, or persons with HIV/AIDS.

Services Provided
MHFA’s non-appropriated program in the area of supportive housing is:

Housing Opportunities for Persons with AIDS (HOPWA)

The HOPWA program is a federally funded program that is administered by the Minnesota Housing Finance
Agency. It provides resources to devise long-term and comprehensive strategies for meeting the housing needs
of persons with AIDS or other related diseases. It can fund capital costs, emergency services, operating costs, or
rental subsidies.

Key Measures
See Key Measures for this same budget activity under Appropriated Programs.

Contact
Tonja M. Orr, Assistant Commissioner
Phone: (651) 296-9820
Fax: (651) 296-8139
E-mail: tonja.orr@state.mn.us

For further information, visit MHFA’s web site at: www.mhfa.state.mn.us

Activity at a Glance

♦ To date, 65 units of rental housing have been
developed or rehabilitated or are in the
process of re/development to house persons
with HIV/AIDS; and

♦ 226 households in Greater Minnesota
received HOPWA funds in FFY 2004 for
emergency assistance of rental, mortgage
and utility payments to assist in housing
search and referral services.

mailto:tonja.orr@state.mn.us
http://www.mhfa.state.mn.us
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Expenditures by Fund
Statutory Appropriations

Housing Finance Agency 792 1,350 1,450 1,450 2,900
Total 792 1,350 1,450 1,450 2,900

Expenditures by Category
Payments To Individuals 792 1,300 1,350 1,350 2,700
Other Financial Transactions 0 50 100 100 200
Total 792 1,350 1,450 1,450 2,900
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Activity Description
The homeownership loan programs combine state
appropriations with bond proceeds and Minnesota Housing
Finance Agency (MHFA) resources to provide affordable
loans. Homeownership loan programs also conduct
marketing and outreach aimed at reaching underserved
populations.

The state appropriated homeownership loan program assists in achieving two strategic goals:

♦ increasing the homeownership rate of households of color; and
♦ preserving existing affordable housing.

Population Served
The homeownership loan programs serve first-time homebuyers.

Services Provided
The non-appropriated homeownership loan program is:

American Dream Downpayment Initiative (ADDI).

This program uses federal block grant funds to provide downpayment assistance towards the purchase of single-
family housing by low-income families who are first-time homebuyers. Funds have not yet been disbursed for this
program.

Key Measures
See Key Measures for this same budget activity under Appropriated Programs.

Contact
Tonja M. Orr, Assistant Commissioner
Phone: (651) 296-9820
Fax: (651) 296-8139
E-mail: tonja.orr@state.mn.us

For further information, visit MHFA’s web site at: www.mhfa.state.mn.us

Activity at a Glance

In FFY 2003 and FY 04:
♦ A total of $945,441 was appropriated for

downpayment assistance program.

mailto:tonja.orr@state.mn.us
http://www.mhfa.state.mn.us
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Expenditures by Fund
Statutory Appropriations

Housing Finance Agency 0 345 300 300 600
Total 0 345 300 300 600

Expenditures by Category
Other Financial Transactions 0 345 300 300 600
Total 0 345 300 300 600
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Activity Description
This budget activity is one of the key means by which the
MHFA achieves its strategic goal of strategically preserving
the existing housing stock.

In order to preserve every unit of federally assisted rental
housing as is economically feasible, the Minnesota Housing
Finance Agency (MHFA) provides incentive or rehabilitation
loans, or both, for new or existing owners who will commit
to staying in the federal assistance program for a longer
term. This housing was financed originally with Housing
and Urban Development (HUD), MHFA, or United States
Department of Agriculture (USDA) Rural Development
programs. No existing development program - federal,
state, or local - can produce housing that is as affordable to
residents as the existing stock of federally assisted
housing. Preserving this housing costs substantially less
per unit than new construction and, in many cases, leverages federal rent or mortgage subsidies well into the
future.

This housing stock is threatened for three reasons:

ÿ Half of Minnesota’s Section 8 housing stock was financed with 20-year mortgages that either have expired or
will soon expire.

ÿ Federal policies and requirements and the increasingly frequent changes in these policies and requirements
make continued participation in any publicly funded rental housing program less attractive to owners. An
increasing number of owners are choosing to opt-out of the programs for estate planning reasons.

ÿ Physical deterioration threatens a significant portion of federally assisted housing.

Effective administration of housing assistance payment contracts on approximately 32,000 units of Section 8
housing is the other strategy employed by MHFA to preserve federally assisted housing.

Population Served
Tenants of federally subsidized housing are generally among the lowest income households served by MHFA.

Services Provided
MHFA’s non-appropriated programs in the area of preservation of federally-assisted housing are as follows:

ÿ Section 8 Housing Assistance Payments

MHFA administers the federal Section 8 Housing Assistance Payments for developments that have
contracted with MHFA. The assistance is in the form of rental subsidies to low and moderate-income tenants.
The tenant pays no more than 30% of his or her income for rent and HUD pays the difference between the
tenant’s contribution and a rent amount set by contract between HUD and the owner. Tenants must have
incomes less than 80% of area median income. For developments with Housing Assistance Payments
contracts executed after 10-01-81, 100% of the units must be occupied by households with incomes below
50% of area median income; developments with contracts executed before that date must rent at least 30% of
the units to households with incomes below 50% of area median income. The Housing Assistance Payments
are committed for the remainder of the mortgage term (30 or 40 years).

Activity at a Glance

For FFY 2003:
♦ $73,992,013 in Section 8 Housing Assistance

payments was disbursed for 12,927 units of
rental housing;

♦ $68,783,348 in Section 8 Housing Assistance
payments was disbursed for 17,607 units of
housing for which MHFA is the contract
administrator;

♦ The median income of the households living
in the Section 8 units was about $10,000; and

♦ Every Minnesota county has at least one
federally assisted rental project.
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ÿ HUD Contract Administration

MHFA is the contract administrator for HUD developments with project-based Section 8. The assistance is in
the form of rental subsidies to extremely low to moderate-income tenants. The tenant pays no more than
30% of his or her income for rent, until their income exceeds the income limits and HUD pays the difference
between the tenant’s contribution and a rent amount set by contract between HUD and the owner. Tenants
must have incomes less than 80% of area median income. Owners must rent 40% of their units to extremely
low income tenants (incomes at or below 30% of area median income). Sixty percent of the turnover units
may be rented to households with incomes below 50% of area median income. For developments with
Housing Assistance Payments contracts executed after 10-01-81, no more than 15% of the turn-over units
may be rented to households with incomes between 50% and 80% of the area median income; developments
with contracts executed before that date may not rent more than 15% of the turnover units to tenants with
incomes at that level. The Housing Assistance Payments are committed for between one and five years.

ÿ Section 236 Interest Rate Reduction Program

The agency administers Section 236 interest rate reduction payments for 13 rental housing developments
throughout Minnesota. The assistance is in the form of a shallow subsidy provided by HUD to lenders to
cover the difference between a 1% interest rate and the market rate on a mortgage loan. Tenants must pay a
basic rent, which is calculated on the basis of the reduced interest mortgage, or 30% of the tenant's income,
not to exceed a market rent, whichever is greater. Tenants of the units covered by the interest-rate subsidy
must have incomes at or below 80% of area median income. In general, the low-income use restrictions
apply for at least 20 years.

Contact
Tonja M. Orr, Assistant Commissioner
Phone: (651) 296-9820
Fax: (651) 296-8139
E-mail: tonja.orr@state.mn.us

For further information, visit MHFA’s web site at: www.mhfa.state.mn.us

mailto:tonja.orr@state.mn.us
http://www.mhfa.state.mn.us
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Expenditures by Fund
Statutory Appropriations

Housing Finance Agency 143,291 151,102 150,456 150,456 300,912
Total 143,291 151,102 150,456 150,456 300,912

Expenditures by Category
Other Operating Expenses 7 10 10 10 20
Payments To Individuals 142,925 150,704 150,446 150,446 300,892
Local Assistance 25 30 0 0 0
Other Financial Transactions 334 358 0 0 0
Total 143,291 151,102 150,456 150,456 300,912
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Activity Description
This budget activity contributes to MHFA achieving its
strategic goal of being a housing resource of choice.

The resident and organizational support programs provide
support for some of the organizational infrastructure
necessary to effectively deliver affordable housing
throughout the state. These programs fund homebuyer
education and foreclosure prevention, regional planning
and coordinating activities, and nonprofit operating costs.
Citizen input sessions around the state and over the years
consistently identify the lack of capacity as a barrier to
producing more affordable housing.

Population Served
ÿ Nonprofit development organizations are assisted with the building of their capacity to develop affordable

housing; and
ÿ Local administrators of the Urban and Rural HOMEsteading Program (HOME).

Services Provided
The Minnesota Housing Finance Agency’s (MHFA) non-appropriated programs resident and organizational
support programs are as follows:

ÿ Community Housing Development Corporation (CHDO) Operating Grants

The CHDO Operating Grants program used up to 5% of the annual HOME Investment Partnerships Program
appropriation to support nonprofit organizations meeting federal standards on structure and purpose that own,
sponsor, or develop affordable housing for low-income families.

ÿ HOME Administrative Costs

HOME Administrative Costs up to 10% of the annual HOME Investment Partnerships Program appropriation
may be used for the costs of administering the HOME program.

Contact
Tonja M. Orr, Assistant Commissioner
Phone: (651) 296-9820
Fax: (651) 296-8139
E-mail: tonja.orr@state.mn.us

For further information, visit MHFA’s web site at: www.mhfa.state.mn.us

Activity at a Glance

In FFY 2004:
♦ 8 CHDO’s received operating assistance;
♦ 24 HOME administrators serve 61 counties in

greater Minnesota and two metro area
counties; and

♦ All of the organizations receiving CHDO
operating grants are actively engaged in the
development of affordable housing.

mailto:tonja.orr@state.mn.us
http://www.mhfa.state.mn.us
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Expenditures by Fund
Statutory Appropriations

Housing Finance Agency 880 1,361 1,561 1,561 3,122
Total 880 1,361 1,561 1,561 3,122

Expenditures by Category
Local Assistance 880 1,361 1,561 1,561 3,122
Total 880 1,361 1,561 1,561 3,122
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Activity Description
Through this budget activity, MHFA works to achieve its
strategic goal of being a housing resource of choice.

In April, 2003 the Governor appointed Tim Marx to be the
fourth Commissioner of the Minnesota Housing Finance
Agency since its inception in 1971.

During the FY 2004-2005 biennium, the MHFA developed
five strategic goals and began implementing a new
strategic plan. A business plan to achieve the strategic
goals of ending long-term homelessness was developed
and a report delivered to the Minnesota Legislature in
March, 2004. An initiative regarding work on the goal of
increasing the homeownership rate on emerging markets
was launched in June, 2004 and work is well underway on
developing a business plan for this initiative.

In response, in part, to a customer survey conducted in late
2002, the Multifamily division is engaged in efforts to improve customer service that includes eight specific
activities to be undertaken over the course of the next 18 to 24 months. These actions are intended to streamline
processes and make doing business with the MHFA easier and faster while retaining the ability to produce quality,
affordable rental housing for those households not being served by the private sector.

Major information technology improvement efforts continue during the FY 2004-2005 biennium. A new
centralized database for Multifamily projects is under development and will result in a web-based application and
increased electronic interfaces for sharing and providing data between MHFA and its customers. A single-family
mortgage online system is being developed that allows lenders to submit loans for approval and purchase via a
web-based system. This will decrease costs and increase efficiency. Both systems are scheduled for completion
by the end of the calendar year.

A Housing Resource Advisory Committee was established to review the policies and practices adopted by the
MHFA in allocating resources and to explore alternative allocations of resources in Minnesota so as to best
advance the Agency’s mission of meeting Minnesotans’ needs for decent, safe, affordable housing and stronger
communities.

As of 6-30-03, MHFA has approximately $2.79 billion in assets.

Population Served
Low and moderate-income tenants, homebuyers, and homeowners benefit from the administration of agency
programs.

Services Provided
Agency staff engages in a number of activities to ensure that both appropriated and non-appropriated funds are
well invested and the investments are well managed.

For multifamily properties, one of the major activities is management monitoring with five major components that
require review and oversight: 1) underwriting; 2) construction; 3) marketing/initial rent-up; 4) long-term
management; and 5) additional oversight for troubled properties. In addition, monitoring for compliance with the
federal Section 8, Section 236, Low-Income Housing Tax Credits, and Urban and Rural HOMEsteading Program
(HOME) programs must be performed as well as monitoring for compliance with imposed rent and income
restrictions.

Activity at a Glance

For FY 2004:
♦ Disbursed $275 million for homeownership

programs;
♦ Disbursed $41 million for home improvement

and rehabilitation programs;
♦ Disbursed $217 million for rental housing

programs;
♦ Administered $5.6 million in housing tax

credits for 906 units of rental housing;
♦ Oversaw a portfolio of more than 1,200 first

mortgages and deferred loans for rental
housing; and

♦ Issued an aggregate of $761 million in 26
series of bonds.
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Activities surrounding the various homeownership assistance provided by MHFA include processing loan
reservations and disbursements, compliance monitoring of funds used for homeownership assistance, monitoring
of loan services, and provision of delinquency assistance and loss mitigation tools.

The agency’s portfolio grows as additional funds are appropriated for housing. A concomitant increase in the
responsibilities for loan portfolio management, investment and debt management, and property management
results from a larger portfolio.

The portfolio of federal housing tax credit is growing by approximately 1,200 units per year. Federal law requires
that a portion of tax credit units be monitored every year.

Key Measures
By February 15 of each year, MHFA presents the following information on its administrative budget to the Jobs
and Economic Development Finance Committee of the House and the Jobs, Energy and Economic Development
Division of the Senate Finance Committee for review:

♦ A comparison of budgeted and actual administrative costs from the previous state fiscal year;
♦ A budget plan for the current fiscal year; and
♦ A comparison of the budgeted and actual-to-date administrative expenses from the current fiscal year.

The agency is required to explain any materially significant differences in any line items.

Activity Funding
The cost of operating the MHFA in FY 2004 was $20,537,000. The agency pays for the costs of operation from
agency earnings. The administrative costs of operating state-appropriated programs are recovered to the extent
that there are interest earnings on state appropriations. No core state appropriation is used to fund agency
operations.

Contact
Tonja M. Orr, Assistant Commissioner
Phone: (651) 296-9820
Fax: (651) 296-8139
E-mail: tonja.orr@state.mn.us

For further information, visit MHFA’s web site at: www.mhfa.state.mn.us

mailto:tonja.orr@state.mn.us
http://www.mhfa.state.mn.us
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Expenditures by Fund
Statutory Appropriations

Housing Finance Agency 20,537 21,849 20,888 21,199 42,087
Total 20,537 21,849 20,888 21,199 42,087

Expenditures by Category
Total Compensation 13,129 14,107 14,596 15,083 29,679
Other Operating Expenses 7,408 7,742 6,282 6,106 12,388
Transfers 0 0 10 10 20
Total 20,537 21,849 20,888 21,199 42,087

Full-Time Equivalents (FTE) 182.9 190.4 190.4 190.4
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Non Dedicated Revenue:
Total Non-Dedicated Receipts 0 0 0 0 0

Dedicated Receipts:
Grants:

Housing Finance Agency 161,287 170,926 171,182 171,268 342,450
Other Revenues:

Housing Finance Agency 12,529 16,268 16,737 16,961 33,698
Other Sources:

Housing Finance Agency 11,778 7,119 6,831 6,832 13,663
Total Dedicated Receipts 185,594 194,313 194,750 195,061 389,811

Agency Total Revenue 185,594 194,313 194,750 195,061 389,811
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January 25, 2005

To the 2005 Minnesota Legislature:

On behalf of Governor Pawlenty, I am pleased to submit the Department of Human Right’s budget
recommendation for the FY 2006-07 budget. This budget consists of $6,980,000 from the state’s General Fund
and $304,000 from other funds.

With this budget recommendation, we will be able to
maintain our commitment to our mission of stopping
unlawful discrimination and furthering equal
opportunity for all people in Minnesota. As the
graphic indicates, our primary activities fall into three
major areas: Contract Compliance, Complaint
Processing, and Management Services and
Administration.

The Department currently provides enforcement and
direct technical services to over 2,600 Minnesota
businesses annually through its Contract Compliance
Division. It is expected that 20% of the resources for
the compliance activities will be funded by revenue
generated from certificate of compliance fees.

The Complaint Processing Division of the Department investigates complaints of unlawful discrimination.
Approximately 11,836 inquiries/referrals were received in CY 2004 resulting in 1,310 charges. This activity is
100% funded by the state General Fund and is projected to generate $711,000 over the FY 2006-07 Biennium
from its workshare agreement with U.S. Equal Employment Opportunities Commission (EEOC).

Management Services and Administrative activities exist to support the business divisions of the Department.
This activity is 100% General Fund funded.

In addition to the functions in the three major areas, the Department’s Education Division conducts quarterly
community forums designed to educate the public about their rights and obligations under the Minnesota Human
Rights Act (MHRA). 100% of the funding for this activity is generated by grants and dedicated funds.

The biggest challenge facing the Department is to continue to provide the services provided to greater Minnesota
consistent with services available to the Twin Cities Metro Area. We look forward to working with the legislature
in the coming months.

Sincerely,

Velma Korbel
Commissioner

Department of Human Rights
$6.98 Million in FY 2006-07 General Fund

$0.304 Million FY 2006-07 Dedicated Funds

Contract
Compliance

10%

Management
Services &

Administration
27%

Education to
Eliminate &
Outreach

2%

Complaint
Processing

61%
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HUMAN RIGHTS DEPARTMENT Agency Overview

Dollars in Thousands
Current Governor Recomm. Biennium

FY2004 FY2005 FY2006 FY2007 2006-07

State of Minnesota Page 2 2006-07 Biennial Budget
Governor’s Recommendation 1/25/2005

Direct Appropriations by Fund
General

Current Appropriation 3,520 3,490 3,490 3,490 6,980
Recommended 3,520 3,490 3,490 3,490 6,980

Change 0 0 0 0
% Biennial Change from 2004-05 -0.4%

Expenditures by Fund
Direct Appropriations

General 3,464 3,407 3,490 3,490 6,980
Statutory Appropriations

Special Revenue 59 238 139 165 304
Total 3,523 3,645 3,629 3,655 7,284

Expenditures by Category
Total Compensation 2,950 2,915 3,012 3,060 6,072
Other Operating Expenses 573 730 617 595 1,212
Total 3,523 3,645 3,629 3,655 7,284

Expenditures by Program
Contract Compliance 309 339 347 363 710
Complaint Processing 2,413 2,196 2,207 2,271 4,478
Management Services And Admin 762 920 984 970 1,954
Education To Elimin & Outreach 39 190 91 51 142
Total 3,523 3,645 3,629 3,655 7,284

Full-Time Equivalents (FTE) 44.8 44.8 44.0 42.0
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Agency Purpose
he mission of the Department of Human Rights is to
stop illegal discrimination and further equal
opportunity for all people in Minnesota. The

department pursues this mission through a coordinated
program of law enforcement, prevention education, and
community-based conflict resolution.

There are six major objectives that drive all department
activities:
♦ develop and oversee statewide human rights policies

and programs;
♦ receive, investigate, and make determinations on

charges alleging unfair discriminatory practices;
♦ monitor state contractor compliance with applicable

affirmative action provisions;
♦ educate to eliminate unfair discriminatory practices;
♦ develop and disseminate technical assistance to

persons subject to the provisions of the Human Rights
Act; and

♦ assess human rights compliance.

Core Functions
The Department of Human Rights resolves unlawful
discrimination through enforcement of the Human Rights
Act. Core functions support both the resolution of discrimination complaints, and the promotion of increased fair
employment opportunities statewide.

These core functions are:
♦ investigating and resolving discrimination complaints in education, housing, jobs, and services;
♦ reviewing and certifying state contractor compliance with equal employment opportunity regulations; and
♦ providing education and technical assistance.

These functions are supported by these guiding principles:
♦ Service - enthusiastically performing duties for the people of the state;
♦ Quality - delivering results that are distinguished by superior attention to detail and unrivaled execution;
♦ Efficiency - productivity without waste or unnecessary expense or effort;
♦ Timeliness - responding to requests and scheduled work at a pace – and at intervals – that is peerless;
♦ Neutrality - articulating a position and by presenting information based on fact and sound judgment; and
♦ Respect - exhibiting behavior that exemplifies consideration and appreciation of all who are touched by the

work of the department.

General
The department serves a varied customer base. People alleging discrimination, those accused of discrimination,
the legal community, and state vendors are the primary customers of the department’s business processes. This
customer base includes: individuals, school districts, businesses, attorneys, local governments, state agencies,
local human rights commissions, landlords, and local and federal human rights enforcement agencies.

The Contract Compliance Unit reviews affirmative action plans of businesses and issues Certificates of
Compliance to eligible businesses. It also provides consulting services to 2,600 businesses annually and
conducts 50 compliance audits per year.

At A Glance

2004 and 2005 State Budget

$6.846 million General Fund
$118,000 Certificate of Compliance Fees

Revenue Generated for General Fund
(Federal FY 2003 and 2004)

$765,000 Federal Equal Employment
Opportunity Commission Funds

Annual Business Process (FY 2004)

14,400 inquires/referrals
5,994 jurisdictional complaints evaluated
1,366 formal charges filed and resolved

$1.4 million recovered aggrieved parties
1,477 state contractors
1,763 business equal employment

opportunity action plans reviewed
2,600 technical assistance with businesses

50 compliance audits conducted

T
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The Enforcement Unit handles 14,400 inquiries annually and provides referral, charge drafting, investigation,
and resolution of 1,366 charges in FY 2004.

Management Services and Administration provides policy leadership, manages external communications and
publications, operates accounting, purchasing, and payroll services, administrative support, record retention,
organizational performance measurement and manages departmental databases, web page facilities, and
disaster recovery issues.

Education and Outreach provides constituents educational opportunities to eliminate illegal discrimination.

Budget
The agency’s FY 2004-05 budget totals $6.96 million. Department staff includes approximately 44 full-time
equivalent employees.

Of the total budget for the biennium, over $6.8 million comes from the General Fund. An additional $118,000
(est.) of dedicated revenue is generated from Certificate of Compliance fees. All certificate of compliance
dedicated revenue is used to fund the cost of issuing certificates and investigating grievances.

Note: The agency will generate $405,000 for the federal FY 2004 through a contract with the Federal Equal
Employment Opportunity Commission. All receipts are transferred to the General Fund.

Contact

Department of Human Rights
Sibley Square at Mears Park
190 East 5th Street, Suite 700
Saint Paul, Minnesota 55101

World Wide Web Home Page: http://www.humanrights.state.mn.us
Phone: (651) 296-5663
Fax: (651) 296-1736

For information on how this agency measures whether it is meeting its statewide goals,
please refer to www.departmentresults.state.mn.us.

http://www.humanrights.state.mn.us
http://www.departmentresults.state.mn.us
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Direct Appropriations by Fund
General

Current Appropriation 3,520 3,490 3,490 3,490 6,980
Recommended 3,520 3,490 3,490 3,490 6,980

Change 0 0 0 0
% Biennial Change from 2004-05 -0.4%

Expenditures by Fund
Direct Appropriations

General 3,464 3,407 3,490 3,490 6,980
Statutory Appropriations

Special Revenue 59 238 139 165 304
Total 3,523 3,645 3,629 3,655 7,284

Expenditures by Category
Total Compensation 2,950 2,915 3,012 3,060 6,072
Other Operating Expenses 573 730 617 595 1,212
Total 3,523 3,645 3,629 3,655 7,284

Expenditures by Program
Contract Compliance 309 339 347 363 710
Complaint Processing 2,413 2,196 2,207 2,271 4,478
Management Services And Admin 762 920 984 970 1,954
Education To Elimin & Outreach 39 190 91 51 142
Total 3,523 3,645 3,629 3,655 7,284

Full-Time Equivalents (FTE) 44.8 44.8 44.0 42.0
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Program Description
The Contact Compliance activity enforces M.S. 363A.36,
which requires that state government agencies do business
only with affirmative action/equal opportunity employers.
This activity encourages equal employment opportunity
(EEO) for qualified minorities and women.

Population Served
This activity provides service to over 2,600 Minnesota businesses annually that want to do business with the
state. Indirectly, the activity serves potential employees of these firms by promoting equal access to employment
opportunities.

Services Provided
The Contract Compliance activity provides enforcement and direct technical services to businesses throughout
the state. Audits conducted during the current biennium reveal that small businesses lack resources to implement
successful EEO programs. Program evaluation shows that compliance audits have been extremely effective in
enhancing business EEO programs; audit recipients outperformed their peers in EEO policy development and in
recruiting and maintaining qualified women and minorities in their workforce.

This activity provides the following services:
♦ reviewing and assisting businesses in developing EEO action plans;
♦ issuing certificates of compliance in a timely manner;
♦ conducting compliance audits to provide technical assistance and insure compliance with EEO goals and

policies; and
♦ evaluating compliance audit data and developing training tools and programs for Minnesota employers.

Historical Perspective
The Contract Compliance activity historically has focused its efforts on conducting “desk audits” of business
affirmative action plans, and providing telephone assistance to businesses in developing and implementing plans
that work. During FY 2004 an emphasis was placed on pre-employment medical enquires. One hundred percent
of the illegal medical enquires were corrected to meet M.S. 363A.

In FY 2004 the department began collecting a $75.00 fee for the issuance of a Certificate of Compliance. Total
funds collected for FY 2004 was $58,203.

Budget reductions caused a decrease in FY 2004 compliance audits to 50. Individualized assistance to
businesses developing plans will continue to be a priority prevention service. A “how to” manual has been
updated and promoted to assist contractors in developing and implementing their plans.

Key Measures
One of the primary indicators for this activity is the percentage of companies meeting or substantially meeting
their EEO goals. Progress toward achieving goals is measured by determining the percentage of minority (or
female) participation hours in construction businesses at a given point in time. Minnesota Department of Human
Rights (MDHR) receives monthly utilization reports from contractors, and evaluates them to determine whether
progress is being made toward goal attainment. Unfortunately no construction contractors have been able to
meet their female hiring goals of 9.5%, however, the chart displays the percentage of companies that achieved at
least a 4% goal. Inability to conduct on-site audits and monitoring are factors in the decreasing percentages. The
following is information provided by construction contractors for 6-30-04:

Program at a Glance

♦ 1,763 EEO action plans reviewed
♦ 2,600 consultations with Minnesota

businesses in FY 2004
♦ 50 compliance audits in FY 2004
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Metro Construction Contractors
Meeting EEO Goals

0%

10%

20%

30%

40%

50%

60%

Minority skilled Minority
unskilled

Women

FY2002 FY2003 FY2004

Greater Minnesota Contractors
Meeting EEO Goals

0%

10%

20%

30%

40%

50%

60%

FY2002 FY2003 FY2004

Minority Women

FY – Calendar Year

Program Funding
This activity is 100% funded by state General Funds in FY 2004, however, in FY 2005 20% of this activity will be
funded by revenue generated from certificate of complaints receipts.

Contact
Additional information on this program can be obtained under “information for businesses” on our web site at
www.humanrights.state.mn.us

http://www.humanrights.state.mn.us
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Expenditures by Fund
Direct Appropriations

General 289 291 299 249 548
Statutory Appropriations

Special Revenue 20 48 48 114 162
Total 309 339 347 363 710

Expenditures by Category
Total Compensation 255 261 274 289 563
Other Operating Expenses 54 78 73 74 147
Total 309 339 347 363 710

Expenditures by Activity
Contract Compliance 309 339 347 363 710
Total 309 339 347 363 710

Full-Time Equivalents (FTE) 4.0 4.0 4.0 4.0
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Program Description
M.S. Chapter 363A requires that the agency investigate
complaints of unlawful discrimination. While the majority of
cases involve claims of discrimination in employment, the
agency also has jurisdiction over allegations of
discrimination in housing, education, public
accommodations, public services, credit, and business
contracts.

Population Served
The agency’s services are provided to charging parties,
respondents to discrimination charges, attorneys,
employers, landlords, business owners, and the general
public.

Services Provided
This activity achieves results through a coordinated program of law enforcement and prevention education. In
enforcing the Human Rights Act (HRA), the agency makes every effort to resolve human rights complaints at the
earliest possible stage in the process. As a result, a wide range of services is provided to agency clients:
♦ preliminary inquiries into initial allegations;
♦ post-charge screening to efficiently allocate resources;
♦ investigation of allegations;
♦ mediation services for parties involved in the discrimination complaint process;
♦ pre-determination settlements (before a final determination is made);
♦ administrative appeals for parties who challenge the agency’s determination;
♦ conciliation services to resolve meritorious cases prior to litigation; and
♦ litigation of selected cases not resolved through the discrimination charge processing.

Historical Perspective (External)
Externally, the agency notes the following trends and issues emerging in the human rights arena.
ÿ Race/color/national origin is the most common basis for complaints and is likely to increase as new

immigrants become familiar with our social system and overcome fear/distrust of government.
ÿ We expect more cases in which complainants and/or witnesses do not speak English.
ÿ Disability cases are increasing and will continue to do so as the population ages.
ÿ Government will be challenged to accomplish legitimate law enforcement objectives without unduly

compromising civil rights through overly broad “profiling.”

Historical Perspective (Internal)
The number of discrimination charges filed with the agency decreased 24% from FY 2003 to FY 2004. The
reduction was observed during the first half of the fiscal year. The second half of the fiscal year resulted in a 11%
increase towards the levels witnessed in FY 2003. The change was most observed in employment. The
economic decline is a probable cause. We have noted an increase in the number of discrimination charges filed
by charging parties of Middle Eastern descent as well as increased numbers of allegations related to adverse
employment actions. For FY 2005, we project more than 1,400 charges will be filed with the agency.

Budget cuts in FY 2003 and FY 2004 have resulted in the loss of eight investigator positions and all outreach
travel funds in this activity. Minnesota Department of Human Rights (MDHR) has reengineered its process to
provide less detailed information in its no probable cause memorandums to speed complaint processing and has
aggressively pursued early case settlements in an attempt to reduce the number of investigations required.
Funding also has been eliminated for providing office hours in 17 greater Minnesota communities. We continue to
examine our processes for other reengineering opportunities.

Program at a Glance

♦ 14,400 inquiries/referrals annually
♦ 1,400 charges filed annually
♦ 82 mediations conducted FY 2004
♦ 1,366 cases determined in FY 2004
♦ 219 case appeals processed during FY 2004
♦ $1.8 million recovered for aggrieved parties in

FY 2004
♦ $405,000 will be generated during the federal

FY 2004 for the state General Fund
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Key Measures
MDHR measures program effectiveness by what is important to our clients; ease of access to the human rights
complaint process; timely investigation and determination of disputes; and satisfaction with settlements arising
from the process. Performance indicators were measured on 6-30-04.

2002 2003 2004
Percent of clients who follow through after learning we have
jurisdiction over their complaints 34.7% 39.4% 40.4%

Average Case Resolution Time 220 days 200 days 202 days

Program Funding
This activity is funded 100% by the state General Fund. This activity also generates General Fund revenue
based on a performance contract with the Equal Employment Opportunity Commission (EEOC). Joint
jurisdictional charges filed with the department are cross-filed with the EEOC. Completed cases must meet
timeliness standards. As a result of budget reductions, the agency anticipates that for every position eliminated,
the General Fund could lose approximately $20,000 in federal reimbursements. If contract performance is
reduced too far, the contract ($405,000 for the federal FY 2004) could be cancelled in its entirety.

Contact
For more information about this program, visit the agency’s web site at www.humanrights.state.mn.us.

FY'04 Discrimination Charges Filed (Basis)
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Expenditures by Fund
Direct Appropriations

General 2,413 2,196 2,207 2,271 4,478
Total 2,413 2,196 2,207 2,271 4,478

Expenditures by Category
Total Compensation 2,099 2,017 2,067 2,126 4,193
Other Operating Expenses 314 179 140 145 285
Total 2,413 2,196 2,207 2,271 4,478

Expenditures by Activity
Complaint Processing 2,413 2,196 2,207 2,271 4,478
Total 2,413 2,196 2,207 2,271 4,478

Full-Time Equivalents (FTE) 33.0 33.0 32.2 31.0
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Program Description
Management Services and Administration exists to support
the business units of the department and to provide legal,
policy, financial, management information systems (MIS),
database management, data practices, and administrative
support for the department’s mission.

Population Served
This activity serves policy decision-makers, the legislature, the media, the legal community, department staff,
state, and the general public.

Services Provided
This activity provides internal business support services, policy leadership, and administrative support programs.
These services include the following:
♦ policy research and development, legislative initiatives coordination, and internal legal consulting and training;
♦ data practices enforcement;
♦ accounting, purchasing, and contract management;
♦ human resources and payroll; and
♦ management information systems and database management.

Historical Perspective
During FY 2003 and FY 2004 one management position, one IT position, one supervisor position, and 4.5
administrative support positions were eliminated.

The department was successful renegotiating its lease which freed up funds to update its obsolete software,
some of which had not been upgraded since 1994 and was well past its support life-cycle. The department was
successful negotiating with other state departments for computer equipment that was superior to its obsolete
equipment.

The department in coordination with the Department of Administration Management Analysis Division conducted
an analysis of its enforcement processes, resulting in the successful reengineering of those processes.

Key Measures
ÿ Processing 100% of all payables within 30 days.
ÿ Maintaining computer system reliability and availability at 99% during working hours.

Program Funding
This activity is 100% funded by the General Fund.

Contact
Additional information on this activity can be obtained at www.humanrights.state.mn.us

Program at a Glance

♦ 99% reliability in Information Technology (IT)
computer systems

♦ processing 100% of all payables within 30
days

http://www.humanrights.state.mn.us
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Expenditures by Fund
Direct Appropriations

General 762 920 984 970 1,954
Total 762 920 984 970 1,954

Expenditures by Category
Total Compensation 596 637 671 645 1,316
Other Operating Expenses 166 283 313 325 638
Total 762 920 984 970 1,954

Expenditures by Activity
Management Services And Admin 762 920 984 970 1,954
Total 762 920 984 970 1,954

Full-Time Equivalents (FTE) 7.8 7.8 7.8 7.0
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Program Description
Education in support of the department’s mission as found
in M.S. 363A.06(10).

Population Served
This activity serves parties involved in discrimination cases,
policy decision-makers, the media, the legal community,
department staff, state and federal agencies, school
districts, and the general public.

Services Provided
This activity provides external information/education
programs. These services include the following:
♦ statewide quarterly community forums designed to

educate the public about their rights and obligations
under the Minnesota Human Rights Act (MHRA);

♦ statewide bi-annual employer training showcases to avail employers of existing training and trainers;
♦ development and distribution of a statewide K-12 Human Rights curriculum in partnership with the University

of Minnesota Human Rights Resource Center;
♦ annual Human Rights Day Conference hosted by the department; and
♦ public service announcements with a human rights message for television and video streaming via the

Internet.

Historical Perspective
During FY 2004 the department was successful in acquiring a grant from the Otto Bremer Foundation to fund an
initiative called “Educate to Eliminate” discrimination. This initiative will allow the department to hold quarterly
community forums throughout the state, bi-annual employer training showcases to educate employers, business
owners and landlords, fund a public service announcement initiative, and to develop a K-12 Human Rights
curriculum. The grant funding will not exist beyond FY 2006.

Key Measures
ÿ One community forum per quarter.
ÿ Two employer showcases per year.
ÿ One Human Rights Day Conference per year.
ÿ Development, marketing, and distribution of K-12 Human Rights curriculum.
ÿ Public service announcements produced and broadcasted.

Program Funding
This activity is 100% funded by the grant or dedicated funding.

Contact
Additional information on this activity can be obtained at www.humanrights.state.mn.us

Program at a Glance
♦ Annual Human Rights Day Conference

(400+ attendees)
♦ Quarterly Community Forums

(400+ attendees)
♦ Bi-annual Employer Showcases

(20 attendees)
♦ Development and distribution of a K-12

Human Rights Curriculum
♦ Public Service Announcements
♦ Electronic Quarterly newsletter (3,600

subscribers)
♦ 234,000 web site hits per year

http://www.humanrights.state.mn.us
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Expenditures by Fund
Statutory Appropriations

Special Revenue 39 190 91 51 142
Total 39 190 91 51 142

Expenditures by Category
Other Operating Expenses 39 190 91 51 142
Total 39 190 91 51 142

Expenditures by Activity
Education To Elimin & Outreach 39 190 91 51 142
Total 39 190 91 51 142
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Non Dedicated Revenue:
Other Revenues:

General 2 0 0 0 0
Total Non-Dedicated Receipts 2 0 0 0 0

Dedicated Receipts:
Departmental Earnings:

Special Revenue 58 56 56 56 112
Grants:

Federal 637 163 355 356 711
Other Revenues:

Special Revenue 209 49 49 49 98
Total Dedicated Receipts 904 268 460 461 921

Agency Total Revenue 906 268 460 461 921
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The department has a worksharing agreement with the Equal Employment Opportunity Commission (EEOC) to
assist it in the enforcement Title VII of the Civil Rights Act of 1964, as amended (Title VII); the Age Discrimination
in Employment Act (ADEA) of 1967, as amended; and the Americans with Disabilities Act (ADA) of 1990, as
amended. Cases investigated are limited to cases that fall under the jurisdiction of MS 363A.

The revenue earned through this agreement is transferred to the General Fund for cancellation as a non-
dedicated receipt. In Federal FY 2004, the General Fund will realize $355,000. It is anticipated that in Federal FY
2005 and 2006 the General Fund will realize $711,000.
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Federal Program
($ in Thousands)

Related
SFY 2004
Spending

Primary
Purpose

SFY 2004
Revenues

SFY 2005
Revenues

Estimated
SFY 2006
Revenues

Estimated
SFY 2007
Revenues

Agency Total

Key:
Primary Purpose
SO = State Operations
GPS = Grants to Political Subdivision
GI = Grants to Individuals
GCBO = Grants to Community Based Organizations
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Direct Appropriations by Fund
General

Current Appropriation 482 482 482 482 964
Recommended 482 482 482 482 964

Change 0 0 0 0
% Biennial Change from 2004-05 0%

Expenditures by Fund
Direct Appropriations

General 446 570 482 482 964
Statutory Appropriations

Federal 60 60 60 60 120
Gift 0 3 1 1 2

Total 506 633 543 543 1,086

Expenditures by Category
Total Compensation 377 402 417 417 834
Other Operating Expenses 129 231 126 126 252
Total 506 633 543 543 1,086

Expenditures by Program
Indian Affairs Council 506 633 543 543 1,086
Total 506 633 543 543 1,086

Full-Time Equivalents (FTE) 5.5 5.4 5.4 5.4
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Agency Purpose
he Minnesota Indian Affairs Council (MIAC) was
established in 1963 (M.S. 3.922). MIAC is the official
liaison between the state of Minnesota and the 11

tribal governments within the state. The MIAC provides a
forum for and advises state government on issues of
concern to Indian communities. The MIAC administers
three programs designed to enhance economic
opportunities and protect cultural resources for the state’s
American Indian constituents. The MIAC plays a central
role in the development of state legislation and it monitors
programs that affect the state’s American Indian population
and tribal governments. Minnesota was the first state in the
nation to establish an Indian affairs agency that still
provides a model for other states to follow.

The mission of the MIAC is to protect the sovereignty of the 11 Minnesota tribes and ensure the well-being of
American Indian citizens throughout the state.

The vision of the MIAC is to strive for social, economic, and political justice for all American Indian people living in
the state of Minnesota, while embracing their traditional cultural and spiritual values.

Core Functions
The MIAC coordinates with the various state agencies, appointed liaisons, American Indians residing outside
reservation boundaries, and tribal and Indian programs to ensure that services are delivered by reviewing and
analyzing data and trends, and providing the findings to their respective agencies, tribes, and other American
Indian programs. Core functions include:

♦ providing information and technical assistance to Indian reservations in Minnesota through the administration
of the Indian Economic Opportunity Program by inter-agency agreement with the Department of Human
Services;

♦ monitoring and ensuring enforcement of federal and state laws to protect American Indian human remains
and associated burial items through the Cultural Resource Program; and

♦ providing a vehicle for the urban Indian population to determine issues affecting the represented Indian
populations through the Urban Indian Advisory Council.

Operations
The agency serves the 11 Minnesota tribes and their enrolled members, and all Indians residing in the state of
Minnesota.

The Indian Economic Opportunity Program coordinates with the Department of Human Services and the 11
reservations to provide management and technical assistance to the reservations for community service grants
including the Community Services Block Grant (CSBG), the Minnesota Economic Opportunity Grant (MEOG), the
Emergency Shelter Grant Program (ESGP) and the Rural Housing and Stability Program (RHASP). The
Economic Opportunity Program also advises area service providers on the impacts of government programs on
low-income people and their progression toward self-sufficiency.

Cultural Resources provides protection of American Indian human remains and associated burial items under the
Minnesota Cemetery Act, M.S. 307.08, and the Native American Graves Protection and Repatriation Act, Public
Law 101.601, by serving as a repository for human remains and associated burial items from state agencies,
public museums, private individuals, and institutions, and processes them for proper repatriation.

At A Glance

American Indian Population: 54,967
Employment:

U.S. unemployment rate: 5.5%
MN unemployment rate: 4.8%
American Indian males: 22%
American Indian females: 16%

Poverty levels:
All Minnesota children: 12%
American Indian children: 55%

Cultural resources: 3,000 human remains
acquired in 1989; 436 remain for reburial.

T
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Key Measures
The primary objective of the MIAC is to monitor policy issues to protect the laws and rights of American Indian
people. The MIAC has also come to be recognized and utilized as a clearinghouse for information and projects.
The MIAC is called upon to participate and/or initiate a variety of activities and programs as they relate to Indians
in Minnesota, and acts as an incubator for these special projects by providing administration and financial
services for the overall benefit of Indians in Minnesota.

Budget
The agency’s FY 2005 budget includes a General Fund appropriation of $482,000, and a federal grant of $60,000
for administration of the economic opportunity program.

Contact

Executive Director
Minnesota Indian Affairs Council

1819 Bemidji Avenue, Suite 5
Bemidji, Minnesota 56601-4236

Phone: (218)-755-3223
Fax: (218)-755-3739

www.indians.state.mn.us

http://www.indians.state.mn.us
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Dollars in Thousands
Current Governor Recomm. Biennium

FY2004 FY2005 FY2006 FY2007 2006-07
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Direct Appropriations by Fund
General

Current Appropriation 2,167 2,167 2,167 2,167 4,334
Recommended 2,167 2,167 217 217 434

Change 0 (1,950) (1,950) (3,900)
% Biennial Change from 2004-05 -90%

Expenditures by Fund
Direct Appropriations

General 2,097 2,305 217 217 434
Open Appropriations

Supplmntl Invest Invest Index 11 25 25 25 50
Supplemental Invest Suppl Bond 5 15 15 15 30
Supplemental Invest Invest Gic 84 150 150 150 300
Supplmntl Invest Moneymarket 0 10 10 10 20
Supplemental Investment Income 22 50 50 50 100
Supplemental Investment Growth 8 50 50 50 100
Post Retirement Investment 651 1,100 1,100 1,100 2,200
Invest Ext Money Managers #2 611 1,000 1,000 1,000 2,000
Supplemental Intl Equity 2 10 10 10 20

Statutory Appropriations
Invest Ext Money Managers #2 0 0 1,950 1,950 3,900

Total 3,491 4,715 4,577 4,577 9,154

Expenditures by Category
Total Compensation 1,786 1,893 1,840 1,840 3,680
Other Operating Expenses 1,705 2,822 2,737 2,737 5,474
Total 3,491 4,715 4,577 4,577 9,154

Expenditures by Program
Investment Of Funds 2,097 2,305 2,167 2,167 4,334
Refunds/Retire Funds 1,394 2,410 2,410 2,410 4,820
Total 3,491 4,715 4,577 4,577 9,154

Full-Time Equivalents (FTE) 20.1 20.1 20.1 20.1
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Dollars in Thousands
Governor’s Recomm. Biennium

FY2005 FY2006 FY2007 2006-07
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Fund: GENERAL
FY 2005 Appropriations 2,167 2,167 2,167 4,334

Subtotal - Forecast Base 2,167 2,167 2,167 4,334

Change Items
Funding Source Restructuring 0 (1,950) (1,950) (3,900)

Total Governor's Recommendations 2,167 217 217 434

Fund: SUPPLMNTL INVEST INVEST INDEX
Planned Open Spending 25 25 25 50
Total Governor's Recommendations 25 25 25 50

Fund: SUPPLEMENTAL INVEST SUPPL BOND
Planned Open Spending 15 15 15 30
Total Governor's Recommendations 15 15 15 30

Fund: SUPPLEMENTAL INVEST INVEST GIC
Planned Open Spending 150 150 150 300
Total Governor's Recommendations 150 150 150 300

Fund: SUPPLMNTL INVEST MONEYMARKET
Planned Open Spending 10 10 10 20
Total Governor's Recommendations 10 10 10 20

Fund: SUPPLEMENTAL INVESTMENT INCOME
Planned Open Spending 50 50 50 100
Total Governor's Recommendations 50 50 50 100

Fund: SUPPLEMENTAL INVESTMENT GROWTH
Planned Open Spending 50 50 50 100
Total Governor's Recommendations 50 50 50 100

Fund: POST RETIREMENT INVESTMENT
Planned Open Spending 1,100 1,100 1,100 2,200
Total Governor's Recommendations 1,100 1,100 1,100 2,200

Fund: INVEST EXT MONEY MANAGERS #2
Planned Open Spending 1,000 1,000 1,000 2,000
Total Governor's Recommendations 1,000 1,000 1,000 2,000

Fund: SUPPLEMENTAL INTL EQUITY
Planned Open Spending 10 10 10 20
Total Governor's Recommendations 10 10 10 20

Fund: INVEST EXT MONEY MANAGERS #2
Planned Statutory Spending 0 0 0 0

Change Items
Funding Source Restructuring 0 1,950 1,950 3,900

Total Governor's Recommendations 0 1,950 1,950 3,900
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Revenue Change Items
Fund: GENERAL

Change Items
Funding Source Restructuring 0 (1,950) (1,950) (3,900)

Fund: INVEST EXT MONEY MANAGERS #2
Change Items

Funding Source Restructuring 0 1,950 1,950 3,900
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Fiscal Impact ($000s) FY 2006 FY 2007 FY 2008 FY 2009

General Fund
Expenditures ($1,950) ($1,950) ($1,950) ($1,950)
Revenues (1,950) (1,950) (1,950) (1,950)

Other Fund
Expenditures 1,950 1,950 1,950 1,950
Revenues 1,950 1,950 1,950 1,950

Net Fiscal Impact $0 $0 $0 $0

Recommendation
The Governor recommends a change in the State Board of Investment’s (SBI) budget process and funding
sources.

This will allow the SBI to directly bill operating costs to the retirement systems and other funds for which assets
are invested. This change will reduce both expenditures and non-dedicated receipts in the General Fund.
Approximately 90% of the SBI’s operating costs will be paid directly from the retirement systems and state funds
other than the General Fund.

Background
ÿ The SBI and its Administrative Committee recommend that the portion of the SBI’s budget related to the

investment of the General Fund should be predetermined at the start of each biennium. This amount is
$217,000 annually in FY 2006 and 2007 and will require a direct General Fund appropriation.

ÿ The SBI’s annual budget will continue to be reviewed by the legislature and the SBI Administrative
Committee, and must be approved by the SBI Board.

ÿ The SBI will continue to charge entities that use its investment management services, but the proposed
change will allow billing receipts to be deposited directly into the SBI’s operating fund as dedicated receipts
available for its use. This amount is anticipated to be approximately $1.95 million annually in FY 2006 and
2007.

ÿ The three state retirement systems (Public Employees Retirement Association, Teachers Retirement
Association, and Minnesota State Retirement System) support this change.

Relationship to Base Budget
This change will reduce the direct General Fund appropriation to the SBI from $2.167 million per year to
$217,000. Dedicated receipts to the General Fund will be reduced accordingly. The net fiscal impact to the
General Fund will be zero.

Key Measures
ÿ The cost to the state General Fund will be clearly defined at the beginning of each biennium.
ÿ The level of investment services offered by the SBI and associated costs must be generally acceptable to the

three state retirement systems.
ÿ The investment performance of state-managed funds will be maintained at current levels or improved.

Alternatives Considered
Continuation of the status quo was considered as an option. However, this would result in lack of flexibility when
managing state investments and may result in diminished investment performance.

Statutory Change: M.S. 11A.04, M.S. 11A.07
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Agency Purpose
he 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 mission 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. Section 11A.01).

Core Functions
All activities of the board are governed by M.S. Chapter
11A and Chapter 356A. To meet the goals established
therein, the SBI must:
ÿ Establish and periodically update the investment

objectives, asset allocation and investment
management structure for each of the funds.

ÿ Seek and retain superior money managers to manage
the assets of each fund.

ÿ Monitor and evaluate investment performance to insure
investment objectives are met.

ÿ Assess developments in the broad financial markets
and evaluate their potential impact on SBI operations
and policies.

ÿ Communicate its investment policies to clients and
constituents.

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 (IAC) which is composed of 17 persons with investment and retirement fund expertise. SBI staff
ÿ� recommend (with assistance from the IAC) strategic planning alternatives to the board and council and

executes board decisions;
ÿ� provide internal management for the Permanent School Fund, Environmental Trust Fund, and state cash

accounts;
ÿ� monitor the performance of all external managers retained by the board; and
ÿ� review prospective investment vehicles for legislative consideration.

Operations
Investment activity is divided into two major areas; externally managed and internally managed funds. Each
concentration requires different strategies and investment vehicles.

Externally managed funds. Assets of the Basic Retirement, Post Retirement, Supplemental Investment Funds,
and Assigned Risk Plan are external management.

The Basic Retirement Funds invest the contributions of public employees and employers during the employees'
years of public service. Approximately 256,000 employees in eight statewide retirement funds are in the Basic
Funds. The goal is to act as a fiduciary, investing contributions to provide sufficient funds to finance promised
benefits at retirement.

The Post Retirement Fund contains the assets of over 82,000 retired employees covered by the eight statewide
retirement plans. Upon retirement, assets sufficient to finance fixed monthly annuities for the life of the retiree are
transferred from the Basic Funds to the Post Fund. The SBI invests these assets to generate returns to maintain
promised benefits and to generate additional returns that will provide benefit increases to retired public
employees.

At A Glance

♦ The State Board of Investment is composed
of the state’s four constitutional officers.

♦ SBI provides investment management for the
Basic Retirement Funds, Post Retirement
Fund, Permanent School Fund,
Environmental Trust Fund, Assigned Risk
Plan, Supplemental Investment Fund, Closed
Landfill Investment Fund, Invested
Treasurer's Cash, and approximately 50 other
state cash accounts.

♦ On 6-30-04, assets managed by the board
totaled $47.1 billion.

♦ The majority of the board's activity relates to
investment of retirement funds (82%). 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.

T
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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.

The Assigned Risk Plan is administered by the Department of Commerce to provide workers compensation
insurance to companies unable to obtain private insurance. The goal is to match the projected liability stream
while also maintaining adequate liquidity.

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 created by the Minnesota State Constitution and designated as a source of
revenue for public schools. Income from the fund's assets is used to offset state school aid payments. The
Permanent School Fund is invested in a balanced portfolio of common stocks and bonds

The Environmental Trust Fund is created by the Minnesota State Constitution and designed as a source of
revenue for funding environmental projects. Currently the fund is invested in a portfolio with 70% common stocks
and 30% fixed income.

The Closed Landfill Investment Fund was created to provide the Pollution Control Agency with funds to pay the
long-term costs of maintaining the integrity of landfills in Minnesota once they have been closed. The assets of
the fund are unavailable for expenditure until after FY 2020. The Closed Landfill Investment Fund is invested
entirely in common stock

State Cash Accounts represent the cash balances in more than 400 individual accounts that flow through the
Minnesota State Treasury. These accounts range in size from $5,000 to over $400 million, and are invested by
SBI staff through two 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.

Budget
The SBI receives it operational budget from a General Fund appropriation. By statute, the SBI charges the
statewide retirement funds and non-General Fund cash accounts recovering 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

Performance Indicators
Statutes establish investment goals for the Basic and Post Retirement funds. In addition, the board has set more
exacting standards for investment returns. Performance has generally exceeded both statutory requirements and
the board's investment performance targets at the total fund level. Returns are presented net of management
fees and investment expenses.
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Summary Of Investment Results

Period Ending 6/30/04
Millions 1Year

Annualized
3Years

Annualized
5Years

(%) (%) (%)
Basic Funds: $18,824 16.6 3.0 2.3

Market composite 16.3 3.0 2.1

Post Fund: $18,415 16.3 3.3 2.2
Market composite 15.7 3.4 2.0
Benefit increase 2.5 1.9 3.9

Supplemental Fund: $1,041
Income Share $ 467 12.7 2.4 1.8
Market composite 12.2 2.8 2.0
Growth Share $ 134 20.2 -0.6 -2.2
Market composite 20.6 0.2 -1.7
Stock index $ 192 20.5 0.1 -1.4
Market composite 20.6 0.2 -1.5
International $ 59 31.0 4.7 0.9
Market composite 32.1 4.5 0.2
Bond market $ 93 1.5 6.8 7.4
Market composite 0.3 6.4 6.9
Fixed Interest $ 52 4.4 5.3 5.7
Market composite 2.9 3.1 4.2
Money Market $ 44 1.3 1.9 3.5
3 month t bills 1.0 1.5 3.1

Assigned Risk Plan $264 3.8 4.3 4.8
Market composite 3.8 4.4 4.8

State Cash Accounts
Treasurer's Pool $4,150 1.1 2.1 3.8
Trust Pool $94 1.1 1.7 3.5

91 day T-bill 1.0 1.5 3.1

Permanent School $ 578 10.2 3.2 2.6
Market composite 9.5 3.1 2.6

Closed Landfill $ 20 19.2 -0.6 -2.2
Market composite 19.1 -0.7 -2.3

Environmental
Trust Fund $ 342 13.7 1.8 0.8

Composite 13.3 1.6 0.7

Contact
State Board of Investment

60 Empire Drive
Suite 355

Saint Paul, Minnesota 55103-3555

http://www.minnsbi.state.mn.us
Howard Bicker, Executive Director

Phone (651) 296-3328 Fax (651) 296-9572

http://www.minnsbi.state.mn.us
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January 25, 2005

The 2005 Minnesota Legislature:

On behalf of Governor Pawlenty, I am pleased to submit the FY 2006-07 biennial budget of Iron Range
Resources.

Iron Range Resources is funded by a portion of the taconite production taxes paid by mining companies on
each ton of taconite produced. These taxes are paid in lieu of property taxes. The agency also receives funding
from non-mining sources such as facilities revenue, interest earnings and interest generated from loan programs.
Unlike other state agencies, the agency receives no direct operational funding from the state's General Fund.

Iron Range Resources is challenged by the fact that the agency's revenues are dependent on cyclical mining
production levels and investment earnings. In response to declines in the last biennium, the agency has
successfully moved through a significant budget-driven reorganization which allowed us to focus more clearly on
our core mission and the goals we intend to pursue. These initiatives have resulted in a flattened, more nimble
organization that has a more defined customer emphasis. In addition, special task forces have assisted us in
identifying strategies for enhancing the long-term sustainability of agency-owned facilities.

Based on current forecast of revenues, the agency's budget totals $63.286 million for the biennium. This
amount includes an operating and program budget of $40.066 million and $23.220 million in pass-through funding
to the agency. The agency credits the pass-through amount to special accounts, including: the Mining Rebate
Program, M.S. 298.227, a rebate of production taxes to mining companies for capital improvement projects;
Region III Projects, M.S. 298.17, grants to Koochiching and Carlton counties for economic and environmental
development projects; and the USDA Intermediary Relending Program for small business loans.

The core mission of Iron Range Resources is to
diversify the economy of the Taconite Assistance Area,
a geographical region encompassing approximately
13,000 square miles. As part of its mission of economic
development, the agency reclaims mining impacted
lands and owns and operates two facilities, Giants
Ridge Golf & Ski Resort and Ironworld Discovery
Center. As the graphic indicates, our primary activities
fall into four major areas: program operations, facilities,
economic development projects and pass-through
funds.

Four principle goals guide the agency's activities. To
assist Iron Range Resources in fulfilling its mission of
"Advancing Regional Growth," the four goals serve as
broad boundaries within which all divisional, operational
and individual employee goals are managed:

• Position the agency to be a leader in developing
and implementing a strategy for the long-term economic viability of the northeastern Minnesota region.

• Sustain the region's economic base by working with existing businesses to retain existing jobs and expand to
create new jobs.

• Diversify the region's economy by growing new businesses and recruiting expanding businesses from
outside of the area.

• Reclaim mining impacted lands to create a diverse regional economic development resource.

Iron Range Resources
FY 2006-07 Biennial Budget

Pass-
through
Funding

37%

Economic
Developmen

t Projects
21%

Facilities
24%

Program
Operations

18%
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2005 Minnesota Legislature
January 25, 2005
Page 2

During the past biennium, the agency made significant progress with several major economic development
initiatives. Nearly $18 million in agency financing leveraged over $111 million in new investments for area
projects. Significant developments in value-added iron products, like that produced by Mesabi Nugget, hold
tremendous long-term potential for the region. The Minnesota Steel Industries, Excelsior Energy and Laurentian
Energy Authority projects also offer exciting opportunities for significant job creation. In addition, Iron Range
Resources has helped diversify the area economy by spurring growth in service sector employment and small
manufacturing in communities across our entire service area. Nearly 1,500 new jobs will be added as a result of
these efforts, and we remain excited about the prospects for additional economic growth in the future.

Sincerely,

Sandy Layman
Commissioner
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Expenditures by Fund
Statutory Appropriations

Iron Range Resources & Rehab 26,104 23,079 21,338 23,239 44,577
Giants Ridge Golf & Ski Resort 5,440 5,965 5,874 5,874 11,748
Ne Mn Economic Protection 5,023 16,381 4,381 2,580 6,961

Total 36,567 45,425 31,593 31,693 63,286

Expenditures by Category
Total Compensation 5,581 5,782 5,782 5,782 11,564
Other Operating Expenses 6,239 8,304 6,843 6,843 13,686
Capital Outlay & Real Property 228 732 0 0 0
Local Assistance 11,344 13,879 13,564 13,664 27,228
Other Financial Transactions 13,175 16,728 5,404 5,404 10,808
Total 36,567 45,425 31,593 31,693 63,286

Expenditures by Program
Administrative Services 2,119 7,313 2,311 2,311 4,622
Facilities 6,684 7,834 7,533 7,533 15,066
Development Strategies 1,423 1,729 1,726 1,726 3,452
Agency Roll Over 734 8,527 0 0 0
Mining Rebate Program 9,731 9,891 10,342 10,442 20,784
Marketing Comm & Ext Affairs 1,200 1,429 1,429 1,429 2,858
Agency Projects 14,326 8,323 7,873 7,873 15,746
Attorney General 350 379 379 379 758
Total 36,567 45,425 31,593 31,693 63,286

Full-Time Equivalents (FTE) 90.8 94.6 93.3 93.3
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Agency Purpose
ron Range Resources is a state economic development
agency that was created by the legislature in 1941 to
diversify the economy of the iron mining areas of

northeastern Minnesota. Specifically, the agency serves
the interests of the Taconite Assistance Area (TAA), a
geographical region encompassing approximately 13,000
square miles that stretches from Crosby, Minnesota, across
the state's Cuyuna, Mesabi, and Vermilion iron ranges to the North Shore of Lake Superior. As part of its core
mission of economic development, Iron Range Resources owns and operates two facilities, Giants Ridge Golf
and Ski Resort, and Ironworld Discovery Center.

Day to day operation of the agency is managed by a full-time commissioner appointed by the governor who
serves as a member of the governor’s cabinet. The agency’s annual budget and most economic develop
proposals are subject to review and approval by a 13 person Iron Range Resources Board (IRRRB).

Besides encouraging growth in timber, taconite, tourism, and technology, the agency focuses its economic
development efforts on four key industries:
♦ value added secondary wood products manufacturing
♦ industrial machinery manufacturing
♦ high end customer service centers
♦ electronics manufacturing

The agency receives no General Fund money. The agency's funding comes from a percentage of the production
taxes, assessed in lieu of property taxes, on area iron mining companies. The production tax provides
approximately 50% of the agency's budget. The other half of the budget is derived from non-mining sources such
as facilities revenue, interest earnings, and interest generated from loan programs.

Core Functions
The agency focuses its efforts on promoting the region’s resources:
♦ agency resources are structured to advance the region’s economic growth;
♦ business resources involving grants, loans, and equity investments;
♦ human resources include a high level of existing skills and knowledge plus available training from a variety

of programs in support of business development;
♦ regional resources including a large number of business locations that offer exemptions from state and local

taxes;
♦ natural resources from timber to taconite and value-added opportunities in between; and,
♦ tourism resources highlight the rugged beauty of the region, and the beckoning facilities that contribute to an

excellent quality of life.

Operations
Iron Range Resources serves the interests of the TAA through the following divisions:
ÿ Administrative Services combines human resources and payroll services with financial, procurement,

information systems, and maintenance activities. It supports other agency programs and facilities, providing
administrative services and resources to ensure smooth agency operation.

ÿ Marketing, Communications and External Affairs directs, develops, and coordinates marketing,
promotional and communication materials and messages on behalf of Iron Range Resources, its Giants
Ridge and Ironworld facilities, and its stakeholders as well as serving as the primary contact for external
affairs.

ÿ Development Strategies deploy the agency’s human and financial resources. Programs are designed to
encourage economic growth across the TAA and use a variety of tools including bank participation loans,
direct loans, employment incentive grants, infrastructure improvement grants, training grants, equity
investments, and the Job Opportunity Building Zones (JOBZ) program.

At A Glance

Mission: To advance regional growth by
stabilizing and enhancing the economy of
northeastern Minnesota’s Taconite Assistance
Area.

I
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ÿ Giants Ridge Golf and Ski Resort and Ironworld Discovery Center promote the region’s tourism and
recreational resources. Giants Ridge operates two 18-hole championship golf courses and a winter sports
area to standards that have earned national recognition. Ironworld is a museum and heritage attraction that
preserves the story of Minnesota’s Iron Ranges: the life, the work, the place, and the people.

Budget
Iron Range Resources is a state economic development agency committed to advancing regional growth and
promoting the natural, human, and financial resources of northeastern Minnesota. Allocation of agency resources
is based primarily on the agency’s mission of economic growth in the TAA. Accordingly, programs to help new
and existing businesses create or retain jobs receive the greatest share of agency funds. Other program
allocations are based on economic priorities determined by the commissioner in cooperation with the Iron Range
Resources Board.

Contact

Iron Range Resources
P.O. Box 441

4261 Highway 53 South
Eveleth, Minnesota 55734-0441

(218) 744-7400 or (800) 765-5043

For further information check out the agency web site at www.IronRangeResources.org

http://www.IronRangeResources.org
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Expenditures by Fund
Statutory Appropriations

Iron Range Resources & Rehab 26,104 23,079 21,338 23,239 44,577
Giants Ridge Golf & Ski Resort 5,440 5,965 5,874 5,874 11,748
Ne Mn Economic Protection 5,023 16,381 4,381 2,580 6,961

Total 36,567 45,425 31,593 31,693 63,286

Expenditures by Category
Total Compensation 5,581 5,782 5,782 5,782 11,564
Other Operating Expenses 6,239 8,304 6,843 6,843 13,686
Capital Outlay & Real Property 228 732 0 0 0
Local Assistance 11,344 13,879 13,564 13,664 27,228
Other Financial Transactions 13,175 16,728 5,404 5,404 10,808
Total 36,567 45,425 31,593 31,693 63,286

Expenditures by Program
Administrative Services 2,119 7,313 2,311 2,311 4,622
Facilities 6,684 7,834 7,533 7,533 15,066
Development Strategies 1,423 1,729 1,726 1,726 3,452
Agency Roll Over 734 8,527 0 0 0
Mining Rebate Program 9,731 9,891 10,342 10,442 20,784
Marketing Comm & Ext Affairs 1,200 1,429 1,429 1,429 2,858
Agency Projects 14,326 8,323 7,873 7,873 15,746
Attorney General 350 379 379 379 758
Total 36,567 45,425 31,593 31,693 63,286

Full-Time Equivalents (FTE) 90.8 94.6 93.3 93.3
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Program Description
The Administrative Services program provides accounting,
purchasing, human resources, information systems, and
maintenance services. It supports other agency programs
and facilities, providing administrative services and
resources to ensure smooth agency operation. This
division also includes the office of the commissioner.

As Iron Range Resources looks to the future, it must
continue to streamline operations and reduce overhead in
order to focus resources on its core mission of job creation.

ÿ Finance and Human Resources supports the agency’s programs and facilities in the form of
professional/technical contracting, procurement, accounting, and financial reporting. The program also
provides payroll, employee recruitment, and training services. Activities are driven by cyclical or transactional
events in support of customer needs.

ÿ Information Systems implements and manages the agency’s voice and data technologies at the Eveleth
headquarters, Giants Ridge Golf and Ski Resort, and Ironworld Discovery Center.

ÿ Maintenance supports the agency’s programs and facilities through mobile equipment maintenance, repair,
and fleet management. The program also provides building and grounds maintenance support of the Eveleth
headquarters complex.

Population Served
Iron Range Resources programs, facilities, business clients and general public.

Services Provided
ÿ Professional/technical contracting, procurement, accounting, and financial reporting.
ÿ Payroll, employee recruitment, interviewing and hiring, employee benefits, training, and labor relations.
ÿ Information technology services.
ÿ Mobile equipment maintenance, repair, and fleet management.

Key Measures
ÿ Budget and accounts are aligned to support operational targets.
ÿ Accurate and timely financial information is available.
ÿ High level of service quality and customer satisfaction.

Program Funding
Finance and Human Resources $1.6 million (per year)
Information Systems $332,000 (per year)
Maintenance and Shop $395,000 (per year)

Contact
Jean Dolensek
Interim Director of Administrative Services
Iron Range Resources
P.O. Box 441
4261 Highway 53 South
Eveleth, Minnesota 55734-0441
(218) 744-7400 or (800) 765-5043
www.IronRangeResources.org

Program at a Glance

♦ Agency accounting, procurement, and
financial reporting services

♦ Professional/technical contracting
♦ Human Resources
♦ Information Systems
♦ Maintenance services

http://www.IronRangeResources.org
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Expenditures by Fund
Statutory Appropriations

Iron Range Resources & Rehab 2,031 2,313 2,311 2,311 4,622
Ne Mn Economic Protection 88 5,000 0 0 0

Total 2,119 7,313 2,311 2,311 4,622

Expenditures by Category
Total Compensation 1,678 1,675 1,675 1,675 3,350
Other Operating Expenses 441 638 636 636 1,272
Other Financial Transactions 0 5,000 0 0 0
Total 2,119 7,313 2,311 2,311 4,622

Expenditures by Activity
Administrative Services 2,119 7,313 2,311 2,311 4,622
Total 2,119 7,313 2,311 2,311 4,622

Full-Time Equivalents (FTE) 21.3 22.3 21.0 21.0
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Program Description
The Facilities program - Giants Ridge Golf and Ski Resort
and Ironworld Discovery Center - directs, develops, and
promotes tourism and recreation opportunities that will
enhance the economic diversification of the Taconite
Assistance Area.

ÿ Giants Ridge Golf and Ski Resort promotes the
region’s tourism and recreational resources. Giants
Ridge operates two 18-hole championship golf courses
and a winter sports area to standards that have earned
national recognition. Giants Ridge offers 34 alpine ski
runs, more than 60 kilometers of cross-country ski trails
and easy access to lakes, mountain bike trails, and
snowmobile trails. Lodging facilities include a suite at
The Lodge or a condominium at The Villas. There is
dining, conference facilities, and outdoor equipment
rentals. The resort generates over $1.5 million in
payroll for over 300 part- and full-time employees. The
annual economic impact is approximately $10 million
from The Legend golf course; $13 million from the ski
area; and, a projected additional $4.3-7.4 million from
The Quarry golf course.

ÿ Ironworld Discovery Center promotes the region’s
historical and tourism resources. Ironworld is a
museum that preserves the story of Minnesota’s Iron
Ranges: the life, the work, the place, and the people. Ironworld collects artifacts and archival resources,
preserves objects and documents, makes information and resources accessible, and provides educational
opportunities for visitors and regional residents. Ironworld’s museum is open May-September, the Research
Center is open year around. The Research Center is a library focusing on the regional, local and personal
history of Minnesota's iron ranges and the people who settled here. An integral part of the Ironworld
Discovery Center, the Research Center is a repository and resource for historical documentation and
interpretative information. Primary interest areas are geology, mining, settlement, industrial development,
immigration, ethnicity, logging, natural resources, social, political and economic history and genealogy. The
Research Center offers a broad array of services including on-site public services, genealogical research
services, historical materials collection/preservation and education.

Population Served
Minnesota residents, national and international tourists.

Services Provided
ÿ Giants Ridge Golf and Ski Resort provides tourism and recreation opportunities including two 18-hole

championship golf courses, a variety of winter sports activities, dining, lodging, shopping, and conference
facilities.

ÿ Ironworld Discover Center preserves and interprets historical information and provides tourism and recreation
opportunities including a museum, outdoor exhibits, mini-golf, and a library and archival facility.

Key Measures
ÿ Giants Ridge Golf and Ski Resort amenities are maintained to the highest standards.
ÿ Giants Ridge Golf and Ski Resort revenue targets are achieved.
ÿ Ironworld Discovery Center is northeastern Minnesota’s premier history education facility.
ÿ Ironworld’s museum and collections practices meet industry and professional standards.

Program at a Glance

Giants Ridge Golf and Ski Resort:
♦ 36 holes of the Midwest's best golf
♦ 34 challenging downhill ski runs
♦ 60 kilometers of cross country ski trails
♦ Easy access to lakes, mountain bike trails and

snowmobile trails
♦ Great accommodations: The Lodge or at

Giants Ridge
♦ Great dining, shopping, and conference

facilities
♦ Top-flight rental equipment - from snowboards

and skis to canoes and kayaks

Ironworld Discovery Center:
♦ Explore the museum and outdoor exhibits
♦ Ride a vintage trolley
♦ Participate in living history
♦ Play mini-golf
♦ Marvel at spectacular mine views
♦ Visit the renowned library and archives



IRON RANGE RESOURCES & REHAB
Program: FACILITIES Narrative

State of Minnesota Page 10 2006-07 Biennial Budget
Background 1/25/2005

Program Funding
Giants Ridge Golf and Ski Resort Operations $5.9 million (per year)
Ironworld Discovery Center Operations $1.6 million (per year)

Contacts
Linda Johnson
Director of Giants Ridge
Giants Ridge Golf and Ski Resort
P.O. Box 190
Biwabik, Minnesota 55708
(218) 865-3000 or (800) 688-7669
www.IronRangeResources.org or www.giantsridge.com

Marianne Bouska
Director of Ironworld
Ironworld Discovery Center
801 Southwest Hwy 169, Suite 1
Chisholm, Minnesota 55719
(218) 254-7959 or (800) 372-6437
www.IronRangeResources.org or www.ironworld.com

http://www.IronRangeResources.org
http://www.IronRangeResources.org
http://www.giantsridge.com
http://www.ironworld.com
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Expenditures by Fund
Statutory Appropriations

Iron Range Resources & Rehab 1,512 1,959 1,659 1,659 3,318
Giants Ridge Golf & Ski Resort 5,172 5,875 5,874 5,874 11,748

Total 6,684 7,834 7,533 7,533 15,066

Expenditures by Category
Total Compensation 1,940 1,973 1,973 1,973 3,946
Other Operating Expenses 4,287 5,183 4,206 4,206 8,412
Other Financial Transactions 457 678 1,354 1,354 2,708
Total 6,684 7,834 7,533 7,533 15,066

Expenditures by Activity
Facilities 6,684 7,834 7,533 7,533 15,066
Total 6,684 7,834 7,533 7,533 15,066

Full-Time Equivalents (FTE) 40.4 40.8 40.8 40.8
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Program Description
The Development Strategies program deploys the agency’s
human and financial resources in conjunction with private
and public sector partners. Programs create and retain
jobs and enhance the physical landscape within the
Taconite Assistance Area (TAA).

This program houses the agency’s economic development
activities, including existing initiatives in minerals, energy,
forest products, technology, and mineland reclamation plus
new development initiatives undertaken by the agency.

ÿ Business and Community Development has the
primary responsibility for helping new and existing
businesses create or retain jobs, while effectively
leveraging private investment. The program uses a
variety of tools that include bank participation loans,
direct loans, employment incentive grants,
infrastructure improvement grants, training grants,
equity investments and the Job Opportunity Building
Zones (JOBZ) program. Staff perform due diligence,
financial structuring, and documentation and monitoring
of projects.

ÿ Business Recruitment promotes the TAA to
prospective businesses from outside the region in the hopes of attracting new jobs to northeastern Minnesota.
The primary focus of the program is to generate leads from bona fide business prospects through a
combination of activities that include: targeted mailings and telephone-based prospecting aimed at leaders of
select groups of businesses located in the Midwest and nationwide, attending trade shows that attract interest
from a variety of targeted businesses and advertising the advantages of our region in regional, national, and
international publications.

ÿ Mining Energy and Minerals Development guides the agency’s involvement in the mining sector and
energy initiatives. The mining program works to insure the long-term utilization of Minnesota’s mineral
resources. Activities focus on supporting projects that produce higher value products from Minnesota iron
ore, and administering the Taconite Economic Development Fund (TEDF) production tax rebates. Efforts are
also underway to diversify Minnesota’s mining industry by promoting the development of non-ferrous minerals
(copper, nickel, and precious metals). The energy program explores opportunities to promote energy related
jobs in the region. Projects focus on alternative energies, including new clean coal technologies, biomass
and wind power.

ÿ Mineland Reclamation supports projects between units of government and private industry that promote
safety and enhance community resources. The program’s mission is outlined in M.S. 298.223 as follows: “A
fund called the taconite environmental protection fund is created for the purpose of reclaiming, restoring and
enhancing those areas of northeast Minnesota…adversely affected by…mining taconite and iron ore…for the
purpose of promoting the economic development of northeast Minnesota…The fund will be used for
reclamation, restoration, or reforestation of minelands not otherwise provided for by state law.”

ÿ do I.T! primary focus is the deployment of information technology, technology-based economic development,
and raising the community’s awareness of technology in consultation with a Commissioner’s Advisory
Council, which is comprised of 20 citizens from throughout the TAA. The program provides grants to public
and private organizations, collaborates with contracted professional and technical assistants, and makes
investments in technology-related businesses.

Population Served
Communities located within the TAA and eligible businesses currently located within or locating to the TAA

Program at a Glance

♦ Business and Community Development
assisted in the creation of 237 new jobs and
the retention of 121 existing jobs in FY 2004.

♦ Business Recruitment efforts resulted in a
regional Job Opportunity Building Zones
designation that includes 4,000 acres and 80
subzones in 46 communities, spanning seven
counties.

♦ Mining, Energy and Minerals Development
administered $9.4 million Taconite Economic
Development Fund production tax rebates for
projects that totaled $12.3 million in new
investments.

♦ Mineland Reclamation stocked 12,510
rainbow trout in six mine pits, and grew
150,000 tree seedlings.

♦ do I.T! efforts resulted in $1.4 million grant
from the U.S. Department of Commerce
Technology Opportunities Program.
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Services Provided
ÿ Financial assistance programs - bank participation loans, direct loans, employment incentive grants,

infrastructure improvement grants, training grants, equity investments, and JOBZ.
ÿ Targeted recruitment strategy - telephone-based prospecting, site visits, trade show involvement, and

business recruitment promotional activities including advertisements and informational mailings.
ÿ Mining/Energy/Minerals program - initiatives to enhance the existing taconite industry, promote the

development of value-added iron, non-ferrous minerals and energy-related developments.
ÿ Mineland reclamation program - reclaims, restores, and enhances those areas of northeastern Minnesota

adversely affected by past mining activities.
ÿ Technology awareness programs - high-speed broadband connectivity utilizing fiber optic cable, DSL and

wireless technologies.

Key Measures
ÿ High level of service quality.
ÿ At least 400 new jobs are created.
ÿ At least 150 jobs are created through business expansion and relocation.
ÿ At least 40 quality leads are generated by JOBZ mailing and follow-up.
ÿ At least 60 quality leads are generated by trade show activities.
ÿ A project commitment for a production-scale iron nugget demonstration plant is finalized.
ÿ Project engineering for a coal gasification and electric power generating facility is completed.
ÿ Safety issues associated with abandoned mine lands are addressed in a timely manner.
ÿ Deployment of wireless, DSL, and fiber optic cable broadband connectivity throughout the TAA.

Program Funding
Development Strategies $1.7 million (per year)

Contact
Brian Hanson
Director of Development Strategies
Iron Range Resources
P.O. Box 441
4261 Highway 53 South
Eveleth, Minnesota 55734-0441
(218) 744-7400 or (800) 765-5043
www.IronRangeResources.org

http://www.IronRangeResources.org
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Expenditures by Fund
Statutory Appropriations

Iron Range Resources & Rehab 835 901 898 898 1,796
Ne Mn Economic Protection 588 828 828 828 1,656

Total 1,423 1,729 1,726 1,726 3,452

Expenditures by Category
Total Compensation 1,239 1,393 1,393 1,393 2,786
Other Operating Expenses 177 336 333 333 666
Local Assistance 7 0 0 0 0
Total 1,423 1,729 1,726 1,726 3,452

Expenditures by Activity
Development Strategies 1,423 1,729 1,726 1,726 3,452
Total 1,423 1,729 1,726 1,726 3,452

Full-Time Equivalents (FTE) 17.6 19.9 19.9 19.9
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Program Description
The agency’s rollover consists of all budget activity that has
been certified and reset into FY 2005. This account
represents projects that had not been completed in FY
2004.

Population Served
Iron Range Resources divisions, programs and facilities.

Contact
Jean Dolensek
Interim Director of Administrative Services
Iron Range Resources
P.O. Box 441
4261 Highway 53 South
Eveleth, Minnesota 55734-0441
(218) 744-7400 or (800) 765-5043
www.IronRangeResources.org

Program at a Glance

♦ FY 2005 Rollover Budget: $8,309,801

http://www.IronRangeResources.org
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Expenditures by Fund
Statutory Appropriations

Iron Range Resources & Rehab 377 1,437 0 0 0
Giants Ridge Golf & Ski Resort 268 90 0 0 0
Ne Mn Economic Protection 89 7,000 0 0 0

Total 734 8,527 0 0 0

Expenditures by Category
Other Operating Expenses 292 404 0 0 0
Capital Outlay & Real Property 228 732 0 0 0
Local Assistance (6) 391 0 0 0
Other Financial Transactions 220 7,000 0 0 0
Total 734 8,527 0 0 0

Expenditures by Activity
Agency Roll Over 734 8,527 0 0 0
Total 734 8,527 0 0 0
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Program Description
In 1992, the Minnesota Legislature established the Taconite
Economic Development Fund (TEDF) to encourage capital
investments in northeastern Minnesota taconite plants.
Through the TEDF, 30.1-cents of the $2.103 tax paid for
each ton of taconite pellets produced is rebated back into
northeastern Minnesota taconite plants for new equipment,
facility improvements, and research and development in
new mining technologies.

The taconite industry is a major contributor to Minnesota’s
economy and in particular to the economy of northeastern Minnesota. In 2003, 34.3 million tons of taconite
pellets were produced, and over $73 million in taconite production taxes were paid. The industry currently has
4,000 direct employees and other spin-off industries that do business with the taconite companies provide more
than 16,000 jobs.

Under current law, 30.1-cents of the $2.103 tax paid for each ton of taconite pellets produced is set aside in a
special account administered by Iron Range Resources. The TEDF funds are then rebated back to each company
for capital improvement projects.

Population Served
TEDF grants are provided to the six taconite plants located in northeastern Minnesota.

Key Measures
ÿ Capital improvement projects from TEDF grants are tracked.
ÿ Mining jobs are created or retained in northeastern Minnesota.

Program Funding
Taconite Economic Development Fund - $9.7 million (Payable in 2004 based on the 2003 production year)

Contact
Brian Hanson
Director of Development Strategies
Iron Range Resources
P.O. Box 441
4261 Highway 53 South
Eveleth, Minnesota 55734-0441
(218) 744-7400 or (800) 765-5043
www.IronRangeResources.org

Program at a Glance

♦ Recapitalization of Minnesota’s taconite
industry.

♦ Between 1993-2004, $90.6 million in Taconite
Economic Development Fund production tax
rebates has leveraged $28.3 million from
taconite companies for projects totaling
$118.9 million.

http://www.IronRangeResources.org
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Expenditures by Fund
Statutory Appropriations

Iron Range Resources & Rehab 9,731 9,891 10,342 10,442 20,784
Total 9,731 9,891 10,342 10,442 20,784

Expenditures by Category
Local Assistance 9,731 9,891 10,342 10,442 20,784
Total 9,731 9,891 10,342 10,442 20,784

Expenditures by Activity
Mining Rebate Program 9,731 9,891 10,342 10,442 20,784
Total 9,731 9,891 10,342 10,442 20,784
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Program Description
The Marketing, Communications and External Affairs
program directs, develops, and coordinates
communications on behalf of Iron Range Resources, its
Giants Ridge and Ironworld facilities, and its stakeholders.

ÿ Marketing is responsible for directing the development
and implementation of all marketing-related
communications strategies, messages, and materials
generated by and for the agency, its partners and its
facilities.

ÿ Communications establishes and delivers key messages for the agency, using a fully integrated multi-media
approach. Staff members provide written and graphical support for all operating areas, and develop and
manage a variety of special projects. Staff create and distribute internal and external agency
communications, update the agency web site, and provide staff support for various events and initiatives.

ÿ External Affairs is responsible for intergovernmental relations, special projects, special events, and
recreational trails-related activities. The group also provides staffing assistance to mission-specific
committees and task forces as well as other groups established to assist the agency in formulating effective
strategies.

Population Served
Iron Range Resources programs, facilities, business clients, service areas, and the general population of
Minnesota through its function of public information about the work and projects of the agency.

Services Provided
ÿ Marketing-related communications and materials.
ÿ Internal and external agency communications.
ÿ Staff support for special events and strategic initiatives.

Key Measures
ÿ High level of service quality and customer satisfaction.
ÿ Written and graphic work is on time and on budget.
ÿ Business leads from trade show and direct mail activities are tracked.

Program Funding
Marketing $971,000 (per year)
Communications $283,000 (per year)
External Affairs $177,000 (per year)

Contact
Jack LaVoy
Director of Marketing, Communications and External Affairs
Iron Range Resources
P.O. Box 441
4261 Highway 53 South
Eveleth, Minnesota 55734-0441
(218) 744-7400 or (800) 765-5043
www.IronRangeResources.org

Program at a Glance

♦ Agency marketing
♦ Economic development marketing
♦ Tourism and facility marketing
♦ Multi-media communication services
♦ Special project services

http://www.IronRangeResources.org
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Expenditures by Fund
Statutory Appropriations

Iron Range Resources & Rehab 1,200 1,429 1,429 1,429 2,858
Total 1,200 1,429 1,429 1,429 2,858

Expenditures by Category
Total Compensation 675 697 697 697 1,394
Other Operating Expenses 525 732 732 732 1,464
Total 1,200 1,429 1,429 1,429 2,858

Expenditures by Activity
Marketing Comm & Ext Affairs 1,200 1,429 1,429 1,429 2,858
Total 1,200 1,429 1,429 1,429 2,858

Full-Time Equivalents (FTE) 10.7 10.8 10.8 10.8
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Program Description
Development Projects and Agency Operating Projects
comprise the major portion of the agency’s economic
development activities throughout the Taconite Assistance
Area (TAA).

Development Projects funds the agency’s economic
development packages and financial incentives to
businesses wishing to relocate or expand in the TAA. The
funding sources for these projects are:
ÿ Board Account, Taconite Environmental Protection

Fund and Douglas J. Johnson Economic Protection
Trust Fund - these monies are allocated for economic
development projects within the TAA.

ÿ Intermediary Relending Program - Iron Range
Resources received approval to borrow up to $750,000
from the U.S. Department of Agriculture’s (USDA’s)
Intermediary Relending Program. The funding, along
with a 30% match from the agency, will establish a revolving loan fund to provide financing options for eligible
businesses located within the TAA.

Agency Operating Projects supports all of the agency’s economic development activities, including existing
initiatives in minerals, energy, technology and mineland reclamation, plus new development initiatives.
ÿ Commissioner Projects - grants to advance regional growth.
ÿ Health Care Practitioner Program - funds to recruit physicians, physician assistants, nurse practitioners,

dentists, and pharmacists to the TAA.
ÿ Application Funding Program - grants to communities and organizations to help pay for a portion of the cost

of applying for funds from other sources.
ÿ Marketing Projects - funds activities directed towards promoting the Iron Range as a place in which to grow

or relocate businesses in support of the agency’s business recruitment initiatives.
ÿ Communications Projects - funds activities directed towards promoting messages from the agency

regarding its economic development mission to audiences both within and outside the region.
ÿ Tourism Projects - funds activities directed towards promoting and developing tourism in the region.
ÿ Mining/Energy/Minerals Projects - funds projects/studies in the mining, minerals, and energy sectors,

including initiatives to enhance the existing taconite industry, promote the development of value-added iron,
non-ferrous minerals, and energy-related developments.

ÿ Technology Projects - funds activities that promote information technology through the deployment of high-
speed broadband connectivity via investments made in conjunction with private or public organizations.

ÿ Mineland Reclamation Projects - grants for the reclamation and restoration of lands in northeastern
Minnesota adversely affected by past mining activities.

ÿ Region III Projects - M.S. 298.17 authorizes Koochiching and Carlton counties (Region III) grants from
occupation taxes for economic and environmental development projects.

Population Served
Communities located within the TAA and eligible businesses currently located within or locating to the TAA.

Services Provided
ÿ Economic development packages and financial incentives, including bank participation loans, direct loans,

employment incentive grants, infrastructure improvement grants, training grants, and equity investments.

Program at a Glance

♦ Development Projects & Agency Operating
Projects supports the agency’s economic
development activities throughout the
Taconite Assistance Area.

♦ The agency’s loan portfolio consists of 103
projects totaling over $35 million.

♦ In FY 2004, 16 economic development
projects were approved for a total of $6 million
in assistance.

♦ Economic development projects leveraged
investments of $24.5 million and created 237
new jobs in FY 2004.

♦ In FY 2004, a total of 358 jobs were created
or retained in the TAA.
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Key Measures
ÿ High level of service quality.
ÿ The agency’s financial resources are leveraged at a minimum of 4:1.
ÿ At least 400 new jobs are created.
ÿ At least 150 jobs are created through business expansion and relocation.
ÿ At least 40 quality leads are generated by Job Opportunity Building Zones mailing and follow-up.
ÿ At least 60 quality leads are generated by trade show activities.
ÿ Taconite aggregate resources are developed and marketed.
ÿ Abandoned mine lands are developed for commercial, residential, and recreational uses.
ÿ Deployment of wireless, DSL, and fiber optic cable broadband connectivity throughout the TAA.

Program Funding
Development Projects $5.7 million (per year)
Agency Operating Projects $2.9 million (per year)

Contacts
Brian Hiti, Deputy Commissioner
Brian Hanson, Director of Development Strategies
Jack LaVoy, Director of Marketing, Communications & External Affairs
Iron Range Resources
P.O. Box 441
4261 Highway 53 South
Eveleth, Minnesota 55734-0441
(218) 744-7400 or (800) 765-5043
www.IronRangeResources.org

http://www.IronRangeResources.org
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Expenditures by Fund
Statutory Appropriations

Iron Range Resources & Rehab 10,145 4,873 4,423 6,224 10,647
Ne Mn Economic Protection 4,181 3,450 3,450 1,649 5,099

Total 14,326 8,323 7,873 7,873 15,746

Expenditures by Category
Other Operating Expenses 216 676 601 601 1,202
Local Assistance 1,612 3,597 3,222 3,222 6,444
Other Financial Transactions 12,498 4,050 4,050 4,050 8,100
Total 14,326 8,323 7,873 7,873 15,746

Expenditures by Activity
Agency Projects 14,326 8,323 7,873 7,873 15,746
Total 14,326 8,323 7,873 7,873 15,746
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Program Description
Legal Services provides legal counsel by the Attorney
General’s Office to the agency and the Iron Range
Resources Board (Board) in support of all agency activities.

Two assistant attorneys general and one legal assistant provide the commissioner, agency staff, and the board
with counsel on legal matters, including statutory interpretation, drafting or interpretation of legal documents,
drafting of legislative language, and defense of the agency or board in litigation.

Population Served
Iron Range Resources programs, facilities, business clients, and board.

Services Provided
ÿ Provide legal advice to the agency and the board.
ÿ Advise and counsel the Commissioner, agency staff and the board.
ÿ Draft contracts, loans and other agreements for the agency.
ÿ Represent the agency and the Board in litigation

Key Measures

Program Funding
Legal Services $379,000 (per year)

Contact
Jean Dolensek
Interim Director of Administrative Services
Iron Range Resources
P.O. Box 441
4261 Highway 53 South
Eveleth, Minnesota 55734-0441
(218) 744-7400 or (800) 765-5043
www.IronRangeResources.org

Program at a Glance

♦ Agency legal counsel

ÿ High level of service quality and legal advice.
ÿ Quality and timeliness of legal documents.
ÿ Outcome of litigation.
ÿ Customer satisfaction.

http://www.IronRangeResources.org
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Expenditures by Fund
Statutory Appropriations

Iron Range Resources & Rehab 273 276 276 276 552
Ne Mn Economic Protection 77 103 103 103 206

Total 350 379 379 379 758

Expenditures by Category
Total Compensation 49 44 44 44 88
Other Operating Expenses 301 335 335 335 670
Total 350 379 379 379 758

Expenditures by Activity
Attorney General 350 379 379 379 758
Total 350 379 379 379 758

Full-Time Equivalents (FTE) 0.8 0.8 0.8 0.8
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Non Dedicated Revenue:
Taxes:

General 276 0 0 0 0
Total Non-Dedicated Receipts 276 0 0 0 0

Dedicated Receipts:
Departmental Earnings:

Iron Range Resources & Rehab 298 330 330 330 660
Giants Ridge Golf & Ski Resort 4,453 5,554 5,554 5,554 11,108
Ne Mn Economic Protection 34 122 122 122 244

Other Revenues:
Iron Range Resources & Rehab 503 471 471 471 942
Giants Ridge Golf & Ski Resort 427 950 200 200 400
Ne Mn Economic Protection 1,111 1,083 1,083 1,083 2,166

Other Sources:
Iron Range Resources & Rehab 46 784 784 784 1,568
Ne Mn Economic Protection 2,644 1,370 1,370 1,370 2,740

Taxes:
Iron Range Resources & Rehab 13,028 16,697 13,028 13,028 26,056
Ne Mn Economic Protection 755 755 755 755 1,510

Total Dedicated Receipts 23,299 28,116 23,697 23,697 47,394

Agency Total Revenue 23,575 28,116 23,697 23,697 47,394
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Direct Appropriations by Fund
General

Current Appropriation 252 451 451 451 902
Recommended 252 451 252 252 504

Change 0 (199) (199) (398)
% Biennial Change from 2004-05 -28.3%

Expenditures by Fund
Direct Appropriations

General 262 476 252 252 504
Total 262 476 252 252 504

Expenditures by Category
Total Compensation 197 207 210 217 427
Other Operating Expenses 65 269 42 35 77
Total 262 476 252 252 504

Expenditures by Program
Judicial Standards Board 262 476 252 252 504
Total 262 476 252 252 504

Full-Time Equivalents (FTE) 2.0 2.0 2.0 2.0
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Dollars in Thousands
Governor’s Recomm. Biennium

FY2005 FY2006 FY2007 2006-07
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Fund: GENERAL
FY 2005 Appropriations 451 451 451 902

Technical Adjustments
One-time Appropriations (199) (199) (398)

Subtotal - Forecast Base 451 252 252 504
Total Governor's Recommendations 451 252 252 504
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Agency Purpose
ursuant to M.S. 490.15, the purpose of the Board on
Judicial Standards is:

♦ to promote appropriate judicial conduct, and increase
public confidence in the integrity and impartiality of the
Minnesota judiciary;

♦ to ensure that all judicial officers employed by the
judicial branch adhere to established standards of
ethical conduct; and

♦ to provide a procedure to review and investigate
allegations of judicial disability or misconduct, and to
provide a forum to discuss questions concerning
appropriate judicial behavior.

Core Functions
The board has two basic responsibilities: 1) to educate and
advise the public and judicial officers as to appropriate
judicial conduct; and 2) to review and investigate the
complaints received on judicial disability or alleged
misconduct including behavior that interferes with the performance of judicial duties or conduct prejudicial to the
administration of justice. In support of these functions, the board engages in the following activities:

♦ receives, reviews, and investigates complaints filed against judges and judicial officers for violations of the
Code of Judicial Conduct and statutes;

♦ issues discipline to judges and judicial officers when appropriate, including private warnings and public
reprimands;

♦ initiates, when necessary, public proceedings against judges and judicial officers and recommends a
disciplinary disposition to the Minnesota Supreme Court, including retirement, censure, or removal from office;

♦ reviews judges’ compliance with M.S. 546.27 and takes appropriate disciplinary action, if necessary;
♦ responds to all inquiries concerning judicial ethics from the public, judges, attorneys, legislature, and board

members; and
♦ educates the public, judges, and judicial officers on judicial ethics.

Operations
The agency serves a large statewide customer base. Since 1998, total agency contacts have increased by 98%.
The board’s primary activity is to serve the interests of the general public by determining and/or answering
questions of proper judicial ethical behavior. Any person or entity may file a complaint against a judge.

Additionally, the staff educates and assists judges and judicial officers with questions concerning appropriate
judicial behavior. The staff frequently conducts or otherwise participates in a variety of public and judicial
seminars and workshops. Newly appointed judges and judicial candidates are provided information assuming the
bench and running for office.

Key Measures
ÿ The agency strives to respond promptly to all inquires and to process complaints in a conscientious, thorough,

and timely manner.
ÿ The agency has improved the efficiency of its service to the public, judges and judicial officers, attorneys and

the legislature, despite the increased number of individuals under the board’s jurisdiction – new judgeships,
child support magistrates, additional referees, etc.

ÿ In calendar year 2003, 1,274 inquires by the public and judges were responded to by the staff within the same
or next day, and then an agency pamphlet was sent to each individual.

At A Glance
Two Fiscal Year Budget: $504,000

Jurisdiction: 427
Judges and Referees
Retired Judges
Child Support Magistrates

Calendar Year 2003
1,274 Total Agency Contacts

122 Complaints received

Discipline issued:
2 Public reprimands
8 Warnings
1 Imposed Conditions

186 Responses to Judge Inquiries
1,088 Responses to Public Inquires

P
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ÿ The board meets monthly, and resolves matters within a 40-day average (where no additional inquiry or
action is necessary).

ÿ Agency estimates that 130 complaints will be received and processed in the next fiscal year and will respond
to over 1,500 inquiries from the public, judges, attorneys, and legislators.

Budget
The agency received an appropriation $504,000 from the General Fund for FY 2004-05 budget. The budget
consists primarily of salaries and basic operating expenses such as rent, supplies, and telecommunication costs.
The FTE has remained constant at two since the creation of the board despite the increased jurisdiction of
individuals, positions, and increased educational scope and inquiries. If the board receives a complaint alleging
serious misconduct, this greatly increases the expenditures of the agency for investigative costs, court reporters,
and attorney services. If this situation arises, the funds allocated for this expenditure in each biennium is
insufficient and always requires a request for additional funds for the agency to proceed with its statutory
obligation.

Contact

Board on Judicial Standards
2025 Centre Pointe Boulevard

Suite 180
Mendota Heights, Minnesota 55120

World Wide Web Home Page: http://www.bjs.state.mn.us
David Paull, Executive Secretary
Phone: (651) 296-3999
Fax: (651) 866-1865
E-mail: judicial.standards@state.mn.us

http://www.bjs.state.mn.us
mailto:judicial.standards@state.mn.us
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January 25, 2005

The 2005 Minnesota Legislature:

On behalf of Governor Pawlenty, I am pleased to submit the Department of Labor and Industry’s budget
recommendation for the FY 2006-07 budget. This budget consists of $5,744,000 from the state’s General Fund,
$201,888,000 from the workers’ compensation fund, $14,786,000 from other funds, and is a 5% decrease from
FY 2004-05 spending.

As the graphic indicates, the majority
of DLI’s budget is for payments of
workers’ compensation benefits. The
remaining budget is administered
through three program areas:
workers’ compensation, workplace
services, and general support.

With this budget recommendation,
DLI will continue to ensure a safe
and equitable work environment for
Minnesota employees and
employers. The agency will continue
priority activities designed to assure
that: (1) workplaces are free from
injury and illness; (2) workers injured
on the job are provided treatment
and benefits required by law; (3)
workers from all communities have
the opportunity to receive critical skills through apprenticeship training; (4) boilers and high-pressure-piping
systems are properly constructed, installed, and operated; and (5) workers, potential workers, and employers
have a clear understanding of their rights and responsibilities in the workplace.

Sincerely,

M. Scott Brener
Commissioner

Department of Labor and Industry
$222 Million FY 2006-07 All Funds

WC Benefits
70%

Workers'
Compensation

10%

General
Support

6%

Workplace
Services

14%
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Direct Appropriations by Fund
General

Current Appropriation 2,905 2,839 2,839 2,839 5,678
Recommended 2,905 2,839 2,872 2,872 5,744

Change 0 33 33 66
% Biennial Change from 2004-05 0%

Workforce Development
Current Appropriation 450 450 450 450 900
Recommended 450 450 450 450 900

Change 0 0 0 0
% Biennial Change from 2004-05 0%

Workers Compensation
Current Appropriation 19,797 19,272 19,272 19,272 38,544
Recommended 19,797 19,272 19,272 19,272 38,544

Change 0 0 0 0
% Biennial Change from 2004-05 -1.3%

Expenditures by Fund
Direct Appropriations

General 2,565 3,140 2,872 2,872 5,744
Workforce Development 419 482 450 450 900
Workers Compensation 18,387 20,585 19,272 19,272 38,544

Open Appropriations
Workers Compensation 77,751 87,473 79,610 77,454 157,064

Statutory Appropriations
Special Revenue 1,264 1,670 1,605 1,575 3,180
Federal 5,026 5,344 5,262 5,414 10,676
Workers Compensation 6,489 3,345 3,140 3,140 6,280
Miscellaneous Agency 11 19 15 15 30

Total 111,912 122,058 112,226 110,192 222,418

Expenditures by Category
Total Compensation 22,327 23,476 24,261 24,513 48,774
Other Operating Expenses 6,501 9,134 6,469 6,339 12,808
Payments To Individuals 80,901 87,339 79,476 77,320 156,796
Local Assistance 2,183 2,109 2,020 2,020 4,040
Total 111,912 122,058 112,226 110,192 222,418

Expenditures by Program
Workers Compensation Division 91,075 98,678 90,138 87,952 178,090
Workplace Services Division 14,164 16,371 15,292 15,444 30,736
General Support Division 6,673 7,009 6,796 6,796 13,592
Total 111,912 122,058 112,226 110,192 222,418

Full-Time Equivalents (FTE) 342.8 355.0 351.6 344.6
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Fund: GENERAL
FY 2005 Appropriations 2,839 2,839 2,839 5,678

Technical Adjustments
One-time Appropriations (345) (345) (690)

Subtotal - Forecast Base 2,839 2,494 2,494 4,988

Change Items
Code Enforcement 0 378 378 756

Total Governor's Recommendations 2,839 2,872 2,872 5,744

Fund: WORKFORCE DEVELOPMENT
FY 2005 Appropriations 450 450 450 900

Subtotal - Forecast Base 450 450 450 900
Total Governor's Recommendations 450 450 450 900

Fund: WORKERS COMPENSATION
FY 2005 Appropriations 19,272 19,272 19,272 38,544

Subtotal - Forecast Base 19,272 19,272 19,272 38,544
Total Governor's Recommendations 19,272 19,272 19,272 38,544

Fund: WORKERS COMPENSATION
Planned Open Spending 87,473 79,610 77,454 157,064
Total Governor's Recommendations 87,473 79,610 77,454 157,064

Fund: SPECIAL REVENUE
Planned Statutory Spending 1,670 1,605 1,575 3,180
Total Governor's Recommendations 1,670 1,605 1,575 3,180

Fund: FEDERAL
Planned Statutory Spending 5,344 5,262 5,414 10,676
Total Governor's Recommendations 5,344 5,262 5,414 10,676

Fund: WORKERS COMPENSATION
Planned Statutory Spending 3,345 3,140 3,140 6,280
Total Governor's Recommendations 3,345 3,140 3,140 6,280

Fund: MISCELLANEOUS AGENCY
Planned Statutory Spending 19 15 15 30
Total Governor's Recommendations 19 15 15 30

Revenue Change Items
Fund: GENERAL

Change Items
Code Enforcement 0 810 810 1,620
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Fiscal Impact ($000s) FY 2006 FY 2007 FY 2008 FY 2009

General Fund
Expenditures $378 $378 $378 $378
Revenues 810 810 708 708

Other Fund
Expenditures 0 0 0 0
Revenues 0 0 0 0

Net Fiscal Impact ($432) ($432) ($330) ($330)

Recommendation
The Governor recommends an appropriation of $756,000 for the FY 2006-07 biennium to improve the regulatory
enforcement and safety of boilers, pressure vessels, hobby boilers, boats-for-hire, and high-pressure-piping
systems. This will be financed by an increase in license, permit, penalty, and inspection fees.

Background
The purpose of this initiative is to ensure that the Department of Labor and Industry (DLI) can fulfill its statutory
mission set forth in M.S. Chapter 183 and M.S. Sections 326.46 to 326.521 to ensure the safety of boilers,
pressure vessels, hobby boilers, boats-for-hire, and high-pressure-piping (HPP) in use throughout the state. DLI
is unable to fulfill its statutory mission given its current resources. This initiative arose from the following
challenges faced by DLI:

Boiler and pressure vessel inspections – One out of five active, registered boilers and pressure vessels were
at least 30 days past due for inspection at the end of FY 2004, and nearly three quarters (72.8%) of those 18,155
vessels were more than six months past due for inspection.
Registered and inspected boilers and pressure vessels – An estimated 3,950 to 7,900 boilers and pressure
vessels – 5 to 10% of active, registered vessels – are not registered and inspected as required by M.S. 183.38,
with most of these vessels located in the Minneapolis and Saint Paul metropolitan area.
Code compliance – Compliance with the applicable boiler and HPP license and inspection laws relies heavily on
voluntary compliance by regulated parties. Several incidents during FY 2003 and 2004 indicate a need for a more
proactive, preventive approach focused on improving the quality of inspections, code knowledge, boiler
operations, and corrective action compliance.
Enforcement – Enforcement of Minnesota’s boiler and HPP license and inspection laws is inadequate. DLI does
not have the financial and human resources needed to seal or compel an inspection of a boiler or pressure
vessel, as directed in statute, or compel compliance with the HPP code.
Triennial audits – DLI provided a quality assurance service to about 75 private-sector firms that fabricate or
repair boilers and pressure vessels until 7-1-02. These firms are certified by the American Society of Mechanical
Engineers (ASME) as acceptable for fabricating or constructing boilers, or certified by the National Board of Boiler
and Pressure Vessel Inspectors (National Board) to repair boilers and pressure vessels. Subjecting its quality
assurance processes to a triennial audit of compliance certifies a firm. DLI ceased these triennial audits in July
2002 when this service was suspended to focus limited, available resources on statutorily mandated activities.
The result has been increased audit costs for the fabricators and repair firms. Over the long-term, this will
adversely affect the depth and breadth of DLI’s knowledge and understanding of the ASME Boiler and Pressure
Vessel Code. This knowledge is central to Minnesota’s regulation of boilers and pressure vessels.
HPP compliance and enforcement – Central to the HPP code is voluntary compliance and an effective
inspection program. With three HPP inspectors, DLI provides minimum inspection coverage for the 266 annual
permits and inadequate coverage at locations with HPP, but no permit.

This initiative would couple the state’s recent investments in inspection technology with the human capital
essential for conducting inspections and enforcing the boiler and high-pressure-piping codes. DLI would hire two
new boiler inspectors, one new HPP inspector, and one administrative support employee. Specific changes that
would result from these hires would be a significant increase in boiler and pressure-vessel inspections, a
decrease in the inspection past-due rate, an increase in the number of boilers and pressure vessels identified and
added to the inspection database, reinstatement of the ASME/NB Triennial Audit Program, and improved
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enforcement of the boiler and HPP code. Qualified, capable people must conduct inspections. There is no
substitute.

The 2003 legislature instituted a temporary surcharge of $5 on boiler licenses and inspections. This surcharge
and related appropriation is scheduled to expire 6-30-05. Under this request, the surcharge would become a
permanent source of revenue for the state. In addition, DLI proposes increasing the HPP license and permit fees
to fund the additional HPP inspector.

This initiative will enable DLI to assess penalties to owners of boilers and pressure vessels who do not obtain the
inspections required by law, and to insurers for failure to conduct inspections and file required information with
DLI in a timely manner.

In addition to improving code enforcement, this initiative would improve the validity, reliability, and availability of
DLI occupational license exams by contracting with a third party, expert in occupational testing, to develop and
administer valid, reliable exams. Another objective is to make license exams available more frequently
throughout the state, in contrast to the limited exam schedule currently in place. The revenue estimates assume
a decrease in revenue from licensing exams, which is more than offset by an increase in inspection revenue.

Relationship to Base Budget
This change represents a 21% increase to the Code Administration and Inspection Services unit’s base operating
budget. It represents a 36% increase in fee revenue.

Key Measures
Percentage of registered, active boilers and pressure vessels more than 90 days past due for inspection will
decline. Number of boilers and pressure vessels added to the DLI boiler and pressure-vessel database will
increase. Violation rates for code compliance, license compliance, and permit/registration compliance will
decrease. Number of enforcement actions commenced by DLI will increase. ASME/NB triennial audit activities
will be resumed. Percentage of HPP locations subject to a survey inspection (no permit) will increase.

Alternatives Considered
No change to base funding level. This alternative would keep the boiler and pressure vessel past-due inspection
rate at about 20 to 25% and generally hinder DLI’s efforts to ensure compliance with the boiler and HPP laws.

Statutory Change
This initiative would require amendments to M.S. Chapter 183 to reflect the increased license, permit, penalty,
and inspection fees.
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Agency Purpose
he mission of the Department of Labor and Industry
(DLI) is to ensure a safe and equitable work
environment for Minnesota employees and

employers. Its vision is to be a trusted resource utilized by
employees and employers.

Agency activities are designed to assure that:
♦ workplaces are free from injury and illness;
♦ workers injured on the job are provided treatment, and

benefits required by law;
♦ workers from all communities have the opportunity to

receive critical skills through apprenticeship training;
♦ boilers and high-pressure-piping systems are properly

constructed, installed, and operated; and
♦ workers, potential workers, and employers have a clear understanding of their rights and responsibilities in

the workplace.

Core Functions
DLI administers laws related to employment, workplace safety, and workers’ compensation through the following
core functions:
♦ provide training and outreach;
♦ conduct inspections, audits and investigations;
♦ review workers’ compensation claims and oversee the provision of benefits;
♦ provide informal dispute resolution services;
♦ provide vocational rehabilitation services;
♦ issue penalties for violations of the law;
♦ issue professional licenses and certifications; and
♦ register apprenticeship programs.

Operations
DLI’s primary customers are Minnesota workers and employers. Other stakeholders include insurers, attorneys,
rehabilitation and health care providers, employment agencies, building owners, and boat owners. Services are
provided through three divisions.

The Workers’ Compensation Division oversees and administers the workers’ compensation system in
Minnesota through the following five activities.
ÿ Special Compensation Fund verifies and enforces employers’ workers’ compensation insurance coverage,

administers claims for injured workers of uninsured and bankrupt self-insured employers, and administers
asbestosis claims. It also reimburses second-injury and supplementary benefits to insurers and self-insured
employers.

ÿ Customer Assistance provides assistance and information about workers’ compensation laws and
processes to injured workers, employers, and other stakeholders. It provides alternative dispute-resolution
services, including mediations, conferences, telephone information, walk-in assistance, and dispute
certification. In addition, it provides both formal and informal training sessions to workers’ compensation
stakeholders on how to make the best use of its services.

ÿ Compliance Services ensures employers and insurers provide timely and accurate benefits, through audits
of workers’ compensation files, penalties, and education. It certifies managed care organizations and
qualified rehabilitation consultants and monitors their professional conduct.

ÿ Vocational Rehabilitation provides vocational services to injured workers whose claims have been denied or
whose claims are in dispute and are awaiting resolution in court.

At A Glance

Business Functions:
♦ Administer laws affecting Minnesota’s 2.5

million employees and 157,000 employers.
♦ Oversee workers’ compensation claims and

benefit payments for 141,000 injuries and 53
workplace fatalities annually.

♦ Ensure the safe operating condition of 80,000
boiler and pressure vessels.

♦ Issue 37,000 occupational licenses.
♦ Monitor 8,000 registered apprentices.

T
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ÿ Information Processing Center creates, maintains, and manages the availability of workers’ compensation
claim files. It also provides required workplace posters to employers upon request.

The Workplace Services Division assures conditions of employment, safety standards, apprenticeship
programs, and wages comply with legal requirements through the following five activities.
ÿ Apprenticeship regulates, supervises, and promotes apprenticeship programs that meet state standards. It

also provides technical assistance to employers developing apprenticeship programs.
ÿ Labor Standards enforces employment laws governing child labor, minimum wage, overtime, prevailing

wage, and parental leave. It provides outreach and education to employers and employees, and issues
licenses to fee employment agencies.

ÿ Code Administration and Inspection Services issues boiler-operator and pipefitter licenses and inspects
boilers, pressure vessels, boats-for-hire, hobby boilers, and high-pressure-piping systems.

ÿ OSHA Compliance conducts safety and health inspections of workplaces, and issues citations for
noncompliance with standards. It provides technical assistance, outreach, and education in regard to safety
and health issues and develops partnerships with organizations. Conducts discrimination investigations
involving employees who make safety and health complaints.

ÿ Workplace Safety Consultation provides safety and health inspections, alliances, training and outreach
sessions, and technical assistance to public and private sector employers, primarily targeting small high-
hazard industries. It also administers safety programs such as safety grants, labor management safety
committees, workplace violence prevention, ergonomics, and loggers’ education programs.

The General Support Division supports agency operations in the areas of communications, legislative relations,
financial management, human resources, information technology, research and statistics, legal advice, and
litigation.

Budget
Over 90% of DLI’s budget is from the Workers’ Compensation Fund, which is financed primarily by an
assessment collected from workers’ compensation insurers and self-insured employers. The remainder of DLI’s
budget is financed by the general, workforce development, and federal funds. Over 70% of agency expenditures
are for workers’ compensation benefit payments to injured workers. DLI staff includes 355 full-time-equivalent
employees working in locations throughout the state.

Contact

For more information, contact DLI communications director at (651) 284-5313.

More than a thousand visitors stop by the DLI web site (www.doli.state.mn.us) each day to
learn more about Minnesota’s employment laws, safety and health standards, work-related
injuries, and worker training programs.

For information on department goals and results, visit the Minnesota Results web site at:
http://www.departmentresults.state.mn.us/doli

http://www.doli.state.mn.us
http://www.dapertmentalresults.state.mn.us/doli
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Direct Appropriations by Fund
General

Current Appropriation 2,905 2,839 2,839 2,839 5,678
Recommended 2,905 2,839 2,872 2,872 5,744

Change 0 33 33 66
% Biennial Change from 2004-05 0%

Workforce Development
Current Appropriation 450 450 450 450 900
Recommended 450 450 450 450 900

Change 0 0 0 0
% Biennial Change from 2004-05 0%

Workers Compensation
Current Appropriation 19,797 19,272 19,272 19,272 38,544
Recommended 19,797 19,272 19,272 19,272 38,544

Change 0 0 0 0
% Biennial Change from 2004-05 -1.3%

Expenditures by Fund
Direct Appropriations

General 2,565 3,140 2,872 2,872 5,744
Workforce Development 419 482 450 450 900
Workers Compensation 18,387 20,585 19,272 19,272 38,544

Open Appropriations
Workers Compensation 77,751 87,473 79,610 77,454 157,064

Statutory Appropriations
Special Revenue 1,264 1,670 1,605 1,575 3,180
Federal 5,026 5,344 5,262 5,414 10,676
Workers Compensation 6,489 3,345 3,140 3,140 6,280
Miscellaneous Agency 11 19 15 15 30

Total 111,912 122,058 112,226 110,192 222,418

Expenditures by Category
Total Compensation 22,327 23,476 24,261 24,513 48,774
Other Operating Expenses 6,501 9,134 6,469 6,339 12,808
Payments To Individuals 80,901 87,339 79,476 77,320 156,796
Local Assistance 2,183 2,109 2,020 2,020 4,040
Total 111,912 122,058 112,226 110,192 222,418

Expenditures by Program
Workers Compensation Division 91,075 98,678 90,138 87,952 178,090
Workplace Services Division 14,164 16,371 15,292 15,444 30,736
General Support Division 6,673 7,009 6,796 6,796 13,592
Total 111,912 122,058 112,226 110,192 222,418

Full-Time Equivalents (FTE) 342.8 355.0 351.6 344.6
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Program Description
The purpose of the Workers’ Compensation Division is to minimize the impact of work-related injuries or illnesses
on workers and employers.

Budget Activities Included:
ÿ Special Compensation Fund
ÿ Customer Assistance
ÿ Compliance Services
ÿ Vocational Rehabilitation
ÿ Information Processing Center
ÿ Workers’ Compensation Administration
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Direct Appropriations by Fund
Workers Compensation

Current Appropriation 10,566 10,346 10,346 10,346 20,692
Subtotal - Forecast Base 10,566 10,346 10,346 10,346 20,692

Total 10,566 10,346 10,346 10,346 20,692

Expenditures by Fund
Direct Appropriations

Workers Compensation 9,881 11,048 10,346 10,346 20,692
Open Appropriations

Workers Compensation 77,576 87,300 79,437 77,281 156,718
Statutory Appropriations

Special Revenue 70 65 95 65 160
Workers Compensation 3,548 265 260 260 520

Total 91,075 98,678 90,138 87,952 178,090

Expenditures by Category
Total Compensation 8,504 8,700 8,892 8,884 17,776
Other Operating Expenses 1,545 2,514 1,645 1,623 3,268
Payments To Individuals 80,901 87,339 79,476 77,320 156,796
Local Assistance 125 125 125 125 250
Total 91,075 98,678 90,138 87,952 178,090

Expenditures by Activity
Wc Special Compensation Fund 83,084 89,642 81,690 79,534 161,224
Wc Customer Assistance 2,126 2,251 2,280 2,280 4,560
Wc Compliance Services 1,408 1,502 1,535 1,505 3,040
Wc Vocational Rehabilitation 1,894 1,948 1,953 1,976 3,929
Wc Information Processing Ctr 2,380 2,493 2,455 2,432 4,887
Wc Administration 183 842 225 225 450
Total 91,075 98,678 90,138 87,952 178,090

Full-Time Equivalents (FTE) 139.5 141.8 139.5 134.5
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Activity Description
The Special Compensation Fund (SCF) provides workers’
compensation protection to Minnesota employees by
enforcing the state’s workers’ compensation mandatory
coverage requirements, providing certain benefits and
reimbursements on behalf of eligible employees and
insurers, and by collecting the assessments that fund
Minnesota workers’ compensation programs.

Population Served
SCF activities serve injured workers, employers, and
workers’ compensation insurers.

Services Provided
ÿ Mandatory coverage—SCF enforces the state’s

workers’ compensation mandatory insurance coverage
law through the investigation and assessing of
appropriate penalties against employers who fail to
comply with the law requiring they obtain workers’
compensation insurance coverage for their eligible
employees.

ÿ Uninsured claims—SCF acts as a “safety net,” providing appropriate workers’ compensation benefits to
injured workers whose employers have failed to obtain proper workers’ compensation insurance. The claims
staff administers these claims in the same manner as an insurance company or adjusting company. SCF
pursues recovery against the uninsured employer for benefits paid to the employee and ensures future
compliance with the mandatory coverage law on the part of the employer. The SCF also administers
asbestosis medical claims and pays benefits to injured employees of certain bankrupt self-insured employers.

ÿ Supplementary and second-injury claims—SCF reimburses insurers and employers for payments made to
employees under the Second Injury and Supplementary Benefits programs. Although these programs were
discontinued for new injuries occurring after 1992 and 1995, respectively, it is estimated that payments under
those programs will continue to be made on a declining basis until approximately 2040.

ÿ Assessment collection—SCF collects assessments from insurers and self-insured employers to fund workers’
compensation and safety activities of the Department of Labor and Industry, the workers’ compensation
section of the Office of Administrative Hearings, the Workers’ Compensation Court of Appeals, and a portion
of the Department of Commerce, as well as the benefits paid under the Uninsured, Second Injury and
Supplementary Benefit programs.

Historical Perspective
The largest single component of the SCF’s expenditures (and therefore, the largest cost-driver for the
assessments employers and insurers must pay) are the Supplementary Benefit and Second Injury programs,
which represent 88% of the activity’s costs. Since 1985, the assessment rate has fluctuated between 20% and
31%. The assessment rate for FY 2005 has been set at 25.68%, down from 30% in FY 2003.

Activity at a Glance

♦ Collects assessments of more than $100
million annually to pay injured workers
benefits and workers’ compensation program
expenses.

♦ Provides supplementary and second-injury
benefit reimbursement to insurers for over
4,850 injured workers.

♦ Provides workers’ compensation benefits to
more than 600 injured workers of uninsured
and bankrupt self-insured employers annually.

♦ Investigated 378 incidents of uninsured
employers resulting in 201 penalty
assessments in FY 2004.

♦ Investigated 160 new claims for Special
Compensation Fund uninsured claims
benefits in FY 2004.
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Key Measures
Ninety-five percent of Supplementary Benefit and Second Injury reimbursement claims are processed within 90
days of receipt. The delay in processing claims in FY 2000 is attributed to the implementation of a court decision
changing how benefits were paid.

*includes uninsured, bankrupt self-insured, and asbestos claims.

Activity Funding
The SCF is financed by an appropriation from the Workers’ Compensation Fund. The unit collects an
assessment from insurers and self-insured employers, as well as reimbursements from employers for benefits
paid. Penalties assessed by this unit are deposited to the assigned risk safety account, which is dedicated for
workplace safety programs.

Contact
For more information, contact the Special Compensation Fund by phone at (651) 284-5045 or 1-800-DIAL-DLI
(1-800-342-5354) or e-mail at DLISpecialcomp@state.mn.us or visit online at http://www.doli.state.mn.us.
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Expenditures by Fund
Direct Appropriations

Workers Compensation 2,218 2,342 2,253 2,253 4,506
Open Appropriations

Workers Compensation 77,576 87,300 79,437 77,281 156,718
Statutory Appropriations

Workers Compensation 3,290 0 0 0 0
Total 83,084 89,642 81,690 79,534 161,224

Expenditures by Category
Total Compensation 1,855 1,700 1,763 1,757 3,520
Other Operating Expenses 363 642 490 496 986
Payments To Individuals 80,866 87,300 79,437 77,281 156,718
Total 83,084 89,642 81,690 79,534 161,224

Full-Time Equivalents (FTE) 29.1 26.6 26.6 25.6
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Activity Description
The Customer Assistance (CA) unit exists to prevent and
resolve workers’ compensation disputes at a reasonable
cost to employers (M.S. 176.001 and 176.261). This unit
uses a customer focused approach to dispute prevention
and a “mediation/arbitration” approach to dispute resolution,
with a focus on speed and efficiency.

Population Served
The CA unit serves injured workers, attorneys, employers,
insurers, rehabilitation and health care providers, and other
state agencies, such as the Attorney General’s office
(AGO), and the Department of Commerce (DOC).

Services Provided
The services provided by CA can be best described by
looking at “mode of contact,” that is 1) hotline calls and walk-ins, 2) dispute certification requests, 3) rehabilitation
and medical requests, and 4) requests for mediation. In all instances, the services provided are direct services
and the specialists in the unit treat every contact with the department as an opportunity for resolution, paying
careful attention to the need to be perceived as neutral. In addition, it provides both formal and informal training
sessions to all workers’ compensation stakeholders on how to make the best use of the services offered.

Historical Perspective
The CA unit was created in the fall of 1995, adding the responsibility of answering “hotline” calls to the already
existing responsibilities for conducting rehabilitation and medical conferences, as well as mediation sessions.
This strategic decision coincided with and was partially driven by the inauguration of the imaging system. The
hypothesis was that if the department were to combine front-loading its expertise with real-time access to workers’
compensation files via image, many disputes could be prevented by the timely attention of department specialists.
History has shown us many disputes are borne of misapprehension of information received by the injured worker
from the insurer or some other miscommunication or lack of communication problem, combined with the time lag
inherent in a paper-based system. With a focus on real-time responses, afforded by instant access to the
complete file via image, we believe many unnecessary disputes can be avoided.

In 1996, dispute certification was added to M.S. 176.081, providing that no attorney’s fees could be charged in
rehabilitation and medical matters until the department has determined that a dispute exists and that it has tried to
resolve it. In 2000, M.S. 176.231 was amended to require that whenever an employer submits a First Report of
Injury form, it is required to give the employee a copy of the Minnesota Workers’ Compensation Employee
Information Sheet, which contains some basic entitlement information, along with the claim representative’s name
and number, as well as the telephone number for the CA unit.

The above decisions and enactments were all intended to encourage and enable the department’s dispute
prevention and resolution specialists’ early involvement in a claim, in the hope that any dispute could either be
prevented or quickly resolved.

Activity at a Glance

FY 2004:
♦ Answered more than 37,000 “hotline” calls
♦ Served move than 274 “walk-in” visitors
♦ Processed nearly 3,607 requests for

certification of dispute, resolving
approximately 25%

♦ Conducted more than 1,061 administrative
conferences, obtaining agreements 41% of
the time

♦ Conducted more than 310 mediation
sessions, achieving agreements over 78% of
the time



LABOR AND INDUSTRY DEPT
Program: WORKERS COMPENSATION DIVISION
Activity: WC CUSTOMER ASSISTANCE Narrative

State of Minnesota Page 15 2006-07 Biennial Budget
Background 1/25/2005

Key Measures
The following are the performance measures for the CA unit:
♦ number of “hotline” calls answered;
♦ number of administrative conference and mediation session resolutions; and
♦ number of dispute certification issues resolved.

Activity Funding
The CA unit is financed by an appropriation from the Workers’ Compensation Fund.

Contact
For more information, contact Customer Assistance by phone at (651) 284-5030 or 1-800-DIAL-DLI
(1-800-342-5354) or e-mail at DLI.workcomp@state.mn.us or visit online at http://www.doli.state.mn.us.
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Expenditures by Fund
Direct Appropriations

Workers Compensation 2,117 2,221 2,250 2,250 4,500
Statutory Appropriations

Special Revenue 9 30 30 30 60
Total 2,126 2,251 2,280 2,280 4,560

Expenditures by Category
Total Compensation 1,781 1,902 1,929 1,930 3,859
Other Operating Expenses 345 349 351 350 701
Total 2,126 2,251 2,280 2,280 4,560

Full-Time Equivalents (FTE) 25.1 26.1 26.1 25.1



LABOR AND INDUSTRY DEPT
Program: WORKERS COMPENSATION DIVISION
Activity: WC COMPLIANCE SERVICES Narrative

State of Minnesota Page 17 2006-07 Biennial Budget
Background 1/25/2005

Activity Description
The Compliance Services (CS) unit ensures employers and
insurers provide timely and accurate benefits by auditing
workers’ compensation files, issuing penalties, and
providing education. CS certifies managed care
organizations, registers qualified rehabilitation consultants
(QRCs), and monitors the consultants professional conduct.

Population Served
CS interacts with injured employees, employers, and
insurers who are processing workers’ compensation claims, and attorneys representing parties to a workers’
compensation claim. In addition, CS serves medical providers, certified managed care organizations, and
rehabilitation providers, including qualified rehabilitation consultants.

Services Provided
CS audits all claims filed with the Department of Labor and Industry (DLI), seeks corrections of improper
payments, and monitors the performance of all insurers of workers’ compensation claims. In addition, it registers
rehabilitation providers, certifies managed care organizations, and investigates complaints against rehabilitation
and medical providers and certified managed care organizations. CS assists insurers by offering frequent training
opportunities for claims adjusters, alerting insurers to serious performance issues, and providing regular feedback
to help them monitor their performance. The unit also provides training to rehabilitation and health care providers,
including QRC orientation training. This is done to prevent the need for corrective action.

Historical Perspective
Until 1995, CS audited some of the paper files only once in a several-year period. Beginning in 1995, the
department’s imaging system provided a more efficient electronic routing system. Now, approximately 80% of
active workers’ compensation files are audited within three months after a triggering document is received.

Key Measures

ÿ Each year, CS staff members review approximately 66,500 files looking for indemnity benefit payment
mistakes made by insurers. When errors are found, CS contacts the insurers to advise them and explain the
correction needed. An average of an additional $2.38 million is paid to injured workers each year due to the
audits conducted by staff. The majority of claim errors involve the incorrect payment of permanent partial
disability benefits.

Activity at a Glance

♦ Average additional $2.4 million returned to
injured workers annually.

♦ Seventy-one percent of time penalties are
assessed from requests.

♦ More than 500 applications for rehabilitation
provider renewal of registration received.
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ÿ Each year, the CS staff reviews approximately 500 to 800 requests for possible penalties. These requests
come from customers outside the department and staff members within the department, and do not include
reviews done based on automatically generated lists.

ÿ Each year, more than 500 applications for rehabilitation provider renewal of registration are received,
reviewed, and approved. When the requirements for renewal of a registration are not met by the applicant,
the CS staff member corresponds with the rehabilitation provider to advise and explain the corrections
needed or makes recommendations to remedy the deficiency. Fewer than (approximately) five applications
for registration renewal are not approved annually due to failure to meet the requirements in the rehabilitation
rules.

Activity Funding
The CS unit is financed by an appropriation from the Workers’ Compensation Fund. Penalties assessed by this
unit are deposited to the assigned risk safety account, which is dedicated for workplace safety programs. The
unit recovers its costs for training sessions through participant fees. It also collects registration fees from
rehabilitation providers and managed care organizations.

Contact
For more information, contact Compliance Services by phone at (651) 284-5030 or 1-800-DIAL-DLI
(1-800-342-5354) or e-mail at DLI.workcomp@state.mn.us or visit online at http://www.doli.state.mn.us.
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Expenditures by Fund
Direct Appropriations

Workers Compensation 1,347 1,467 1,470 1,470 2,940
Statutory Appropriations

Special Revenue 61 35 65 35 100
Total 1,408 1,502 1,535 1,505 3,040

Expenditures by Category
Total Compensation 1,289 1,407 1,410 1,401 2,811
Other Operating Expenses 119 95 125 104 229
Total 1,408 1,502 1,535 1,505 3,040

Full-Time Equivalents (FTE) 18.6 20.3 19.0 18.0
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Activity Description
The Vocational Rehabilitation unit (VRU) was established in
1983, by M.S. 176.104, to provide rehabilitation services
when a dispute exists regarding medical causation or
primary liability. Vocational rehabilitation services help to
restore employment and resolve claim issues, thereby
reducing the workers’ compensation and socio-economic
costs of a work injury.

Claim petitions filed in response to a primary denial of liability number between 1,800 and 2,000 annually. Ninety
percent of injured workers receiving VRU services are related to disputed claims. During the approximate 12-
month litigation process, the injured worker does not receive benefits. Rehabilitation services assist with the
restoration of an income for the injured worker during this period, and reduced wage-loss-compensation owed by
the insurer if liability is later determined.

Population Served
Injured workers, employers, and insurers directly benefit from the services of VRU. The state benefits from the
injured worker’s reduced dependence on public financial support programs, and by the income tax collected on
wages when the employee returns to work. An early return to work helps to reduce the cost of workers’
compensation in Minnesota.

Services Provided
The VRU is a direct provider of rehabilitation services as outlined in M.S. 176.102 and Minn. Rules 5220.0100-
1900. Services provided by the VRU include:

ÿ Rehabilitation consultation—meeting with the employee and contacting the treating physician and employer to
determine eligibility for rehabilitation services as defined by the statute.

ÿ Medical management—coordination of the employee’s medical treatment with the return to work plan.
ÿ Job analysis—assessment of the physical and cognitive demands of the job duties at the worksite and opining

the capacity of the injured worker to be successful given the medical restrictions.
ÿ Vocational testing and counseling—assessment of the injured worker’s interests, aptitudes, and abilities using

standardized tests and subsequent meetings with the individual to integrate this information with the medical
information, labor market information, and the requirements of occupations to arrive at appropriate job goals.

ÿ Job development and placement—identification of employers and job openings consistent with job goals.
VRU employees help prepare the injured worker to seek work, assist with a resume, and provide job-seeking
skills training, including application and interview assistance. They also contact employers for jobs, support
and encourage the injured worker during the job search, and assist the injured worker with weekly job leads
and the completion of job logs.

ÿ On-the-job training and retraining evaluation—coordinate and monitor the training of an employee at a
workplace. If an employee is unable to acquire suitable employment, a retraining plan is proposed in a formal
educational setting to acquire knowledge and skills that will result in suitable employment.

Activity at a Glance

FY 2004:
♦ 397 consultations were completed, resulting in

338 new service plans.
♦ Completed plans resulting in employment

restored $2.6 million in wages.
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Key Measures
ÿ Measures of service activity include rehabilitation consultations completed (Consults), rehabilitation plans

implemented (Plans), and rehabilitation plans completed (Closures).

ÿ Measures of service effectiveness include the percent of completed cases that return to work prior to
settlement (RTW), and the percentage of the pre-injury wages that are replaced at a new job (Wage).

Activity Funding
The VRU is financed by an appropriation from the Workers’ Compensation Fund. It collects reimbursements from
employers and insurers for vocational services provided.

Contact
For more information, contact the Vocational Rehabilitation Unit by phone at (651) 284-5038 or 1-800-DIAL-DLI
(1-800-342-5354) or e-mail at DLI.Vocrehab@state.mn.us or visit online at http://www.doli.state.mn.us.
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Expenditures by Fund
Direct Appropriations

Workers Compensation 1,894 1,948 1,953 1,976 3,929
Total 1,894 1,948 1,953 1,976 3,929

Expenditures by Category
Total Compensation 1,467 1,510 1,538 1,570 3,108
Other Operating Expenses 267 274 251 242 493
Payments To Individuals 35 39 39 39 78
Local Assistance 125 125 125 125 250
Total 1,894 1,948 1,953 1,976 3,929

Full-Time Equivalents (FTE) 25.8 26.0 25.0 25.0
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Activity Description
The Information Processing Center (IPC) exists to provide
critical administrative support services to the Department of
Labor and Industry (DLI) and its customers.

Population Served
IPC services benefit injured workers, employers, insurers,
claims administrators, attorneys, health care, and
rehabilitation service providers, the Office of Administrative
Hearings, the Workers’ Compensation Court of Appeals,
the state Supreme Court, and the employees of DLI.

Services Provided
IPC’s mission is to provide accurate, timely information to its customers through many services. For FY 2004,
IPC’s services included the following:
♦ receiving and distributing incoming/outgoing department mail (1.2 million pages of workers’ compensation

mail);
♦ providing shipping and receiving services for the department;
♦ providing centralized copy services for department personnel (1.3 million copies);
♦ processing requests for mandatory state employment posters (5,206 requests);
♦ imaging all workers’ compensation claim file documents (2.4 million pages);
♦ verifying (7,351 phone calls) and entering workers’ compensation data into the database (222,690 forms);
♦ coding and processing all First Report of Injury forms (54,328);
♦ mailing employee rights brochures to injured workers (38,430);
♦ receiving and processing all fatal First Report of Injury forms (94);
♦ maintaining workers’ compensation files (1.3 million files);
♦ processing requests for copies of workers’ compensation files to authorized clientele (12,636); and
♦ managing a quality assurance program that measures the accuracy and timeliness of all the information

provided to customers.

Key Measures
ÿ Ensure authorized clientele have prompt access to workers’ compensation files.
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Activity at a Glance

FY 2004:
♦ Maintained more than 1.3 million workers’

compensation claim files.
♦ Processed 47,898 First Reports of Injury.
♦ Imaged more than 2.4 million pages of mail.
♦ Data entered more than 222,690 forms.
♦ Processed 12,636 requests for copies of files.
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ÿ Ensure the timely and accurate imaging of workers’ compensation documents.
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ÿ Ensure the timely and accurate data entry of workers’ compensation data.

Average Number of Forms Data Entered Monthly
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Activity Funding
The IPC unit is financed by an appropriation from the workers’ compensation fund. The activity recovers the cost
of providing photocopies of claim files to requesting parties in workers’ compensation cases.

Contact
For more information, contact the Information Processing Center by phone at (651) 284-5467 or 1-800-DIAL-DLI
(1-800-342-5354) or e-mail at DLI.workcomp@state.mn.us or visit online at http://www.doli.state.mn.us.

mailto:dli.workcomp@state.mn.us
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Expenditures by Fund
Direct Appropriations

Workers Compensation 2,122 2,228 2,195 2,172 4,367
Statutory Appropriations

Workers Compensation 258 265 260 260 520
Total 2,380 2,493 2,455 2,432 4,887

Expenditures by Category
Total Compensation 1,979 2,011 2,085 2,053 4,138
Other Operating Expenses 401 482 370 379 749
Total 2,380 2,493 2,455 2,432 4,887

Full-Time Equivalents (FTE) 39.4 40.8 40.8 38.8
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Activity Description
The Workers’ Compensation Administration (WCA) activity
provides leadership, support, and a framework for
operations of the Workers’ Compensation Division. The
goal is to ensure a fast, responsive, and easy-to-use
workers’ compensation system that delivers prompt
services, maximizes resources, and reduces disputes.

Population Served
This activity manages the five units of the Workers’ Compensation Division, so stakeholders in the workers’
compensation system—including employees, employers, insurers, attorneys, health-care providers, and service
vendors—receive prompt and efficient service.

Services Provided
The Workers’ Compensation Division’s administrative and regulatory activities help to keep Minnesota workers’
compensation costs low by
♦ providing information and education to employees, employers, insurance companies, and service providers;
♦ providing informal and formal forums for prompt resolution of disputes;
♦ monitoring insurance companies to ensure prompt payment of benefits;
♦ investigating cases of failure to properly insure for coverage by employers; and
♦ providing funding for a variety of workplace safety programs to help employers reduce injuries.

In addition to providing leadership to the Workers’ Compensation Division, the WCA activity supports the Workers’
Compensation Advisory Council, a statutory body composed of employee and employer representatives to review
proposed changes to M.S. 176, and the Workers’ Compensation Insurers’ Task Force, a non-statutory group
seeking to share information and concerns with department staff members. The administrative unit ensures
citizen questions about workers’ compensation are promptly addressed.

Key Measures
Workers’ compensation costs are affected not only by the law, how our department administers the law, and how
the various participants in the system like insurers and employers behave (safety practices, claims administration,
etc.) but also by nationwide fluctuations in the insurance industry. As part of a nationwide cycle, insurance rates
have risen recently in all property/casualty lines including compensation, and the increase for 2001 is part of that.
The continued increase in cost for 2002 can in part be attributed to rising medical benefit payments.

Activity at a Glance

♦ Direct the activities of 142 division employees
through five operating units.

♦ Administer division budget of $99 million for
FY 2005.
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Activity Funding
The WCA unit is financed by an appropriation from the Workers’ Compensation Fund.

Contact
For more information, contact the Workers’ Compensation Division by phone at (651) 284-5017 or
1-800-DIAL-DLI (1-800-342-5354) or e-mail at DLI.workcomp@state.mn.us or visit online at
http://www.doli.state.mn.us.

mailto:dli.workcomp@state.mn.us
http://www.doli.state.mn.us
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Expenditures by Fund
Direct Appropriations

Workers Compensation 183 842 225 225 450
Total 183 842 225 225 450

Expenditures by Category
Total Compensation 133 170 167 173 340
Other Operating Expenses 50 672 58 52 110
Total 183 842 225 225 450

Full-Time Equivalents (FTE) 1.5 2.0 2.0 2.0
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Program Description
The purpose of the Workplace Services Division is to support Minnesota workplaces to be healthy by preventing
injuries and illnesses, promoting fair wages and working conditions, and assuring a highly skilled and educated
workforce.

Budget Activities Included:
ÿ Apprenticeship
ÿ Labor Standards
ÿ Code Administration and Inspection Services
ÿ OSHA Compliance
ÿ Workplace Safety Consultation
ÿ Workplace Services Administration
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Direct Appropriations by Fund
General

Current Appropriation 2,905 2,839 2,839 2,839 5,678

Technical Adjustments
One-time Appropriations (345) (345) (690)

Subtotal - Forecast Base 2,905 2,839 2,494 2,494 4,988

Governor's Recommendations
Code Enforcement 0 378 378 756

Total 2,905 2,839 2,872 2,872 5,744

Workforce Development
Current Appropriation 450 450 450 450 900

Subtotal - Forecast Base 450 450 450 450 900
Total 450 450 450 450 900

Workers Compensation
Current Appropriation 3,639 3,639 3,639 3,639 7,278

Subtotal - Forecast Base 3,639 3,639 3,639 3,639 7,278
Total 3,639 3,639 3,639 3,639 7,278

Expenditures by Fund
Direct Appropriations

General 2,565 3,140 2,872 2,872 5,744
Workforce Development 419 482 450 450 900
Workers Compensation 3,118 4,039 3,639 3,639 7,278

Statutory Appropriations
Special Revenue 225 420 325 325 650
Federal 4,885 5,191 5,111 5,263 10,374
Workers Compensation 2,941 3,080 2,880 2,880 5,760
Miscellaneous Agency 11 19 15 15 30

Total 14,164 16,371 15,292 15,444 30,736

Expenditures by Category
Total Compensation 8,858 9,578 10,039 10,268 20,307
Other Operating Expenses 3,248 4,809 3,358 3,281 6,639
Local Assistance 2,058 1,984 1,895 1,895 3,790
Total 14,164 16,371 15,292 15,444 30,736

Expenditures by Activity
Apprenticeship Programs 657 915 788 788 1,576
Labor Standards 588 761 673 673 1,346
Code Admin & Inspection Svs 1,968 2,201 2,189 2,189 4,378
Osha Compliance 6,894 7,993 7,581 7,705 15,286
Workplace Safety Consultation 3,912 4,029 3,840 3,868 7,708
Workplace Services Admin 145 472 221 221 442
Total 14,164 16,371 15,292 15,444 30,736

Full-Time Equivalents (FTE) 134.8 145.0 144.0 144.0
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Activity Description
The Apprenticeship unit exists to promote, develop,
approve, and monitor quality registered apprenticeship
training programs in Minnesota workplaces. Since 1939,
registered apprenticeship has assisted both labor and
industry to develop skilled workers through apprenticeship
training. Minnesotans participating in apprenticeship
training have recently become more diverse by gender and
ethnicity than at any other time. The Apprenticeship unit
conducts yearly technical assistance visits to training sites
to ensure the quality of the employer’s registered
apprenticeship program is meeting agreed upon
apprenticeship training standards while producing a highly
skilled workforce.

Population Served
The Apprenticeship unit currently serves: all employer or employer/employee organizations interested in training
apprentices; state, county, and local units of government that are preparing clients for entry into employment; all
Minnesotans who are seeking career information about apprenticeship programs; and community-based
organizations receiving Labor Education Advancement Program (LEAP) grants to promote apprenticeship
opportunities and assist with the placement of and provide support services to women and people of color.

Services Provided
The Apprenticeship unit provides consultative services to all union and non-union employers interested in
developing apprenticeship training standards in Minnesota. In addition to the assistance provided for the approval
of apprenticeship program standards, the Apprenticeship unit provides technical assistance to all approved and
registered apprentices, assists apprentices in maintaining the agreed upon conditions of their employment
throughout the training program, and promotes the concept of apprentice training to all employers wishing to
utilize the apprenticeship training model to train current and future employees. Beginning in FY 2004 the
apprenticeship unit implemented electronic apprenticeship training agreements submitted from sponsors over the
Internet.

Historical Perspective
In 1939, Minnesota became the fifth state to pass legislation referred to as the Voluntary Apprenticeship Law,
M.S. 178. Since that time, there have been more than 115,659 Minnesotans who have participated in
apprenticeship training and 57,235 have graduated to journeyworker status. During those early years, the war
effort dominated the demand for skilled workers needed for heavy production and services, and apprenticeship
provided those personnel needs. The economy has always had a direct impact on the needs of the industrial
sectors within the state. As recently as 1994, enrollments in apprenticeship were 3,085 apprentices, including
107 women and people of color. In June of 2004, enrollment has increased to more than 7,896 apprentices,
including 982 women and people of color. While economic conditions have changed during the past few years,
enrollment of apprentices learning skilled trades has remained fairly constant as compared to past economic
downturns. This speaks well for the usage of apprenticeship as a preferred method of training skilled workers.

Activity at a Glance

FY 2004:
♦ 325 sponsors of apprenticeship training with

90 occupations
♦ 7,896 apprentices in training, including 982

women and people of color
♦ 145 approved veterans receiving GI benefits
♦ 2,102 graduates during
♦ 2,335 new apprentices
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Key Measures

Activity Funding
The Apprenticeship unit is funded from three sources; an appropriation from the Workforce Development Fund,
an annual registration fee of $30 per apprentice paid by each sponsor, and a federal grant from the Veteran’s
Administration for approving all eligible veteran apprenticeship and on-the-job training programs.

Contact
For more information, contact the Apprenticeship unit by phone at (651) 284-5090 or 1-800-DIAL-DLI (1-800-342-
5354) or e-mail at DLI.Apprenticeship@state.mn.us or visit online at http://www.doli.state.mn.us/appr.html.
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Expenditures by Fund
Direct Appropriations

Workforce Development 412 474 442 442 884
Statutory Appropriations

Special Revenue 205 395 300 300 600
Federal 40 46 46 46 92

Total 657 915 788 788 1,576

Expenditures by Category
Total Compensation 424 433 453 469 922
Other Operating Expenses 133 382 235 219 454
Local Assistance 100 100 100 100 200
Total 657 915 788 788 1,576

Full-Time Equivalents (FTE) 6.5 6.5 6.5 6.5
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Activity Description
The purpose of the Labor Standards unit is to administer
and enforce Minnesota employment laws affecting
employee wages, child labor, prevailing wages, and fee
employment agencies. This unit also provides education
and outreach activities to employers and employees. The
unit has been established to ensure employers pay all
employees in this state for all hours worked, to ensure
accurate and timely prevailing-wage rates are set for state-
funded construction projects, and to ensure fee
employment agencies are knowledgeable of the laws
governing them. The authority for this activity comes from
M.S. 177 (Minnesota Fair Labor Standards Act), M.S. 181,
M.S. 181A (Child Labor Standards Act), and M.S. 184 (Employment Agency).

Population Served
The customers this unit serves are Minnesota employees and employers, labor organizations, schools and other
state agencies.

Services Provided
The primary activities of the Labor Standards unit are enforcement, education, licensing, and surveying.
Enforcement methods include investigation, mediation, on-site inspection, and issuing penalties and fines.
Education methods include providing statute and rule information; providing brochures and posters to employers
and employees; and participating in speaking engagements and outreach activities to employee and employer
organizations, schools, and other state agencies. Telephone calls, correspondence and e-mail to the unit can
result in either an enforcement action or an educational opportunity. Employment agencies complete a process
for licensing, and a survey is conducted to set the prevailing-wage rates.

Key Measures
The three key performance measures in the Labor Standards unit are: 1) number of complaints investigated
(minimum wage, overtime, child labor) and number of wage claims processed; 2) dollar amount recovered for
back wages and wage claims; and 3) customer contacts.

ÿ To ensure the timely and accurate payment of wages for all hours worked by employees in Minnesota, the
unit investigates complaints and processes wage claims (final paycheck disputes) in accordance with the
Minnesota Fair Labor Standards Act (M.S. 177) and M.S. 181. To ensure the safety and well-being of
employed minors, the unit investigates complaints and issues penalty violations in accordance with the
Minnesota Child Labor Standards Act (M.S. 181A).

Key Measure (1) for FY 2001 FY 2002 FY 2003 FY 2004
Cases opened 342 330 285 334
Cases closed 355 331 282 353
Wage claims opened 172 152 152 95
Wage claims closed 172 148 131 95

Key Measure (2) for FY 2001 FY 2002 FY 2003 FY 2004
Back wages collected $56,773 $36,000 $21,276 $6,515
Wage claims collected $13,083 $9,200 $39,501 $25,091

Activity at a Glance

FY 2004
♦ Investigated 334 cases of labor law

compliance.
♦ Responded to 25,119 calls and e-mail

messages.
♦ Processed 95 wage claims.
♦ Set prevailing-wage rates for all counties in

Minnesota.
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ÿ To ensure employers and employees know and understand their responsibilities and the rights of employees
in the workplace, the unit responds to telephone calls, e-mail messages, and correspondence, and conducts
education and outreach activities.

Key Measure (3) for FY 2001 FY 2002 FY 2003 FY 2004
Telephone calls and e-mail 82,270 66,205 28,915 25,119
Education and outreach activities
(presentations, etc.)

35 150 114 22

Distribution of all (including translated)
informational materials

n/a 50,000 41,540 29,692

Activity Funding
The Labor Standards unit is financed by an appropriation from the General Fund. The unit collects revenue from:
♦ licensing of fee employment agencies; and
♦ fines assessed for violations of the Child Labor Act and Minnesota Fair Labor Standard Act.

The unit also collects back-wages owed to employees by employers. These funds are remitted to the employees.

Contact
For more information, contact Labor Standards by phone at (651) 284-5005 or 1-800-DIAL-DLI (1-800-342-5354)
or e-mail at DLI.LaborStandards@state.mn.us or visit online at http://www.doli.state.mn.us.

mailto:dli.laborstandards@state.mn.us
http://www.doli.state.mn.us
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Expenditures by Fund
Direct Appropriations

General 577 742 658 658 1,316
Statutory Appropriations

Miscellaneous Agency 11 19 15 15 30
Total 588 761 673 673 1,346

Expenditures by Category
Total Compensation 442 449 476 499 975
Other Operating Expenses 146 312 197 174 371
Total 588 761 673 673 1,346

Full-Time Equivalents (FTE) 7.5 7.5 7.5 7.5
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Activity Description
Code Administration and Inspection Services (CAIS) exists
to ensure the safety of boilers, pressure vessels, charter
boats, and high-pressure-piping (HPP) systems in the state,
pursuant to M.S. 183 and M.S. 326.46 to 326.521, which is
accomplished through the adoption of regulations, licensing
of boiler and boat operators and pipefitters, and conducting
inspections. This activity has regulated boilers, pressure
vessels, and charter boats for more than 100 years, with
the objective of preventing death, injuries, and property
damage from boiler and pressure-vessel explosions and
hazardous charter boats. It has regulated high-pressure
piping for more than 60 years, with the objective of
preventing death, injuries, and property damage from ruptures in high-pressure-piping systems.

Population Served
CAIS’ primary customers are the owners and operators of boilers, pressure vessels, charter boats, and high-
pressure-piping systems. Indirectly, CAIS serves employees and the public who work and live around these
vessels and high-pressure-piping systems, and passengers on charter boats operating on the state’s inland
waters.

Services Provided
ÿ Administer and enforce the state code on boilers, pressure vessels, and charter boats, which incorporates by

reference the ASME Boiler and Pressure Vessel Code; National Board Inspection Code; and Code of Federal
Regulations, Titles 33 and 46 (U.S. Coast Guard).

ÿ Administer and enforce the code on ammonia and power-piping systems.
ÿ Inspect boilers, pressure vessels, hobby boilers, charter boats, and high-pressure-piping systems.
ÿ License boiler operators, boat masters, and high-pressure-piping pipefitters and contractors.
ÿ Investigate compliance with state laws governing boilers, pressure vessels, hobby boilers, charter boats, and

high-pressure-piping systems.

Historical Perspective
In 1881, following many deaths and injuries from boiler explosions during the preceding years, the Minnesota
Legislature adopted several regulations to protect people and property, and created the department’s boiler
division to enforce the regulations. Regulation of the installation of high-pressure piping was added in 1937. The
cost to administer and implement these laws is borne by those covered or regulated by the laws through user
fees. CAIS collected a $5 surcharge on boiler engineer licenses, and boiler and pressure vessel inspections
during FY 2004 and FY 2005 to cover administrative and inspection costs associated with reducing the backlog of
past due boiler and pressure vessel inspections.

Activity at a Glance

FY 2004:
♦ 79,429 registered boilers and pressure

vessels
♦ 12,355 boiler and pressure-vessel inspections
♦ 35,390 licenses issued (4,556 exams)
♦ 45,377 insurer inspection reports processed
♦ 1,217 high-pressure-piping inspections (135

permits)
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Key Measures

Activity Funding
Code Administration and Inspection Services is financed by an appropriation from the General Fund. Costs are
recovered through the collection of license, inspection, permit, and seminar registration fees.

Contact
For more information, contact Code Administration and Inspection Services by phone at (651) 284-5080 or 1-800-
DIAL-DLI (1-800-342-5354) or e-mail at DLI.Code@state.mn.us or visit online at http://www.doli.state.mn.us.

Boiler & Pressure Vessel Inspections

0
2,000
4,000
6,000
8,000

10,000
12,000
14,000

2001 2002 2003 2004

Fiscal Year

High-Pressure-Piping Inspections

0

500

1,000

1,500

2,000

2001 2002 2003 2004

Fiscal Year

http://www.doli.state.mn.us
mailto:dli.code@state.mn.us


LABOR AND INDUSTRY DEPT
Program: WORKPLACE SERVICES DIVISION
Activity: CODE ADMIN & INSPECTION SVS Budget Activity Summary

Dollars in Thousands
Current Governor’s Recomm. Biennium

FY2004 FY2005 FY2006 FY2007 2006-07

State of Minnesota Page 39 2006-07 Biennial Budget
Background 1/25/2005

Expenditures by Fund
Direct Appropriations

General 1,958 2,190 2,178 2,178 4,356
Statutory Appropriations

Special Revenue 10 11 11 11 22
Total 1,968 2,201 2,189 2,189 4,378

Expenditures by Category
Total Compensation 1,328 1,413 1,501 1,538 3,039
Other Operating Expenses 640 788 688 651 1,339
Total 1,968 2,201 2,189 2,189 4,378

Full-Time Equivalents (FTE) 19.2 20.0 21.0 21.0
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Activity Description
The Minnesota Occupational Safety and Health Act
(MNOSHA) program’s mission is to ensure every worker in
Minnesota has a safe and healthy workplace, by
establishing and enforcing safety and health standards in
Minnesota workplaces. Because Minnesota has received
approval from federal OSHA to administer its own
occupational safety and health program, MNOSHA
addresses the unique safety issues of Minnesota’s
industries and businesses. The program achieves its
mission by conducting safety and health inspections, and
providing other services that are evaluated regularly by the
federal OSHA program.

Population Served
All public and private employers in Minnesota, except federal agencies and exclusive federal-jurisdiction
properties, are covered under the MNOSHA program. Therefore, nearly all Minnesota workers are served by
MNOSHA. Based on the current budget and staffing level, it would take more than 75 years for MNOSHA to
inspect all employers within the state. Because of that, MNOSHA efforts are concentrated on inspections in high-
hazard industries, employee complaints, and companies with high workers’ compensation injury rates.

Services Provided
The MNOSHA compliance program serves its stakeholders by promoting safe and healthful working conditions for
all Minnesota workers by
♦ establishing standards that are as least as effective as federal OSHA standards;
♦ conducting inspections that identify hazardous conditions;
♦ setting abatement dates for inspection violations to eliminate or control hazards;
♦ issuing citations and penalties to promote compliance;
♦ investigating workplace fatalities and serious accidents to prevent future recurrence;
♦ investigating complaints that employers have discriminated against employees for raising safety or health

concerns;
♦ provides assistance in regard to Homeland Security Issues;
♦ providing customer education and outreach through information, seminars, and technical assistance; and
♦ responding to employee complaints as required by federal OSHA.

Historical Perspective
The MNOSHA program was established by the Minnesota Legislature with the passage of the Minnesota
Occupational Safety and Health Act of 1973, created by M.S. 182. The program became effective 8-1-73. Final
approval of Minnesota’s state plan was obtained from federal OSHA on 7-30-85. The U.S. Department of Labor,
Occupational Health, and Safety Administration, monitors the program’s activities, progress, and expenditures
monthly.

Activity at a Glance

♦ 2.5 million workers in Minnesota
♦ 157,000 private and public-sector employers
♦ 98% of Minnesota’s workers are covered by

Minnesota Occupational Safety and Health
Act.

♦ $3.6 million in penalties were assessed in
FFY 2004.

♦ 9,814 telephone calls from customers were
received in FFY 2004.
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Key Measures

Activity Funding
MNOSHA is financed by a federal grant that is matched with an appropriation from the Workers’ Compensation
Fund. The activity generates nondedicated revenue for the Workers’ Compensation Fund through penalties
assessed on employers that are not in compliance with MNOSHA standards.

Contact
For more information, contact MSOSHA by phone at (651) 284-5050 or 1-800-DIAL-DLI (1-800-342-5354) or
e-mail at OSHA.Compliance@state.mn.us or visit online at http://www.doli.state.mn.us.

OSHA Inspections Conducted

0

1,000

2,000

3,000

2001 2002 2003 2004

Federal Fiscal Year

In
sp

ec
tio

ns

OSHA Imminent Danger Complaints

80

85

90

95

100

2001 2002 2003 2004

Federal Fiscal Year

P
er

ce
nt

ag
e

T
im

el
y

R
es

po
ns

es

mailto:osha.compliance@state.mn.us
http://www.doli.state.mn.us


LABOR AND INDUSTRY DEPT
Program: WORKPLACE SERVICES DIVISION
Activity: OSHA COMPLIANCE Budget Activity Summary

Dollars in Thousands
Current Governor’s Recomm. Biennium

FY2004 FY2005 FY2006 FY2007 2006-07

State of Minnesota Page 42 2006-07 Biennial Budget
Background 1/25/2005

Expenditures by Fund
Direct Appropriations

Workers Compensation 3,010 3,783 3,462 3,462 6,924
Statutory Appropriations

Special Revenue 3 4 4 4 8
Federal 3,881 4,206 4,115 4,239 8,354

Total 6,894 7,993 7,581 7,705 15,286

Expenditures by Category
Total Compensation 5,189 5,646 5,953 6,060 12,013
Other Operating Expenses 1,705 2,347 1,628 1,645 3,273
Total 6,894 7,993 7,581 7,705 15,286

Full-Time Equivalents (FTE) 81.5 87.8 87.8 87.8
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Activity Description
The Workplace Safety Consultation (WSC) unit provides a
broad network of occupational safety and health services at
no cost to small and medium sized high-hazard industries
that request assistance to voluntarily comply with the
Minnesota Occupational Safety and Health Act (MNOSHA).
This activity assists employers and employees to
implement effective safety and health programs to prevent
injuries and illnesses that may result from exposure to
hazardous workplace conditions and work practices.

Population Served
Although efforts are targeted towards small and medium sized employers, all public and private employers in
Minnesota, except federal agencies and exclusive federal-jurisdiction properties, are covered under the MNOSHA
program. Therefore, nearly all Minnesota workers are served by WSC.

Services Provided
The WSC unit provides many services by
♦ assisting employers and employees to recognize hazards in the workplace;
♦ suggesting approaches or options for solving a safety or health problem;
♦ providing a timely written report of findings to the employer, including the posting of hazards;
♦ training and educating employers and employees through seminars and workshops at the employer’s

worksite and at other off-site locations throughout the state; and
♦ recommending employers and employees for partnership and recognition programs, such as MNSTAR and

Minnesota Safety and Health Achievement Recognition Program (MNSHARP).

Other specific programs:
ÿ Loggers’ Safety Education Program – The WSC administers M.S. 176.130 to ensure Minnesota loggers

have the opportunity to obtain safety training. Funds are redistributed to logger employers through an
assessment collected from the wood mills upon completion of safety training by their employees.

ÿ Labor Management Safety Committee Program – This program emphasizes the labor-management safety
committee structure through a joint effort with the Bureau of Mediation Services. This program reinforces the
importance of labor-management cooperation in workplace safety issues and helps prevent workplace
injuries.

ÿ Safety Hazard Abatement Grant Program – The assigned risk safety account was established to allow
businesses to receive grants to assist in covering the cost of: 1) obtaining safety equipment; 2) operating and
maintaining equipment; or 3) purchasing or renting real property to meet criteria established by on-site safety
inspections.

ÿ Workplace Violence Prevention Program – This program helps employers and employees deal with the
increasing incidence of violence in the workplace. The program develops common sense preventive
measures and informs employers and employees about how to prevent violence and what to do when
confronted with a violent situation.

ÿ MNSHARP – The MNSHARP provides incentives and support to smaller, high-hazard employers to work with
their employees to develop, implement, and continuously improve the effectiveness of their workplace safety
and health programs. The goal of the program is to reduce injury and illness rates below the national average
for their industry.

ÿ Ergonomic Outreach Program – This program offers assistance and resources to employers and
employees focusing on the identification and elimination of workplace risk factors associated with work-
related musculoskeletal disorders (WMSDs). Consultants work with employers and industry groups,
conducting on-site ergonomic assessments and providing training in an effort to improve safety management
techniques, workplace safety practices, and working conditions.

Activity at a Glance

FFY 2004:
♦ $2.7 million penalty savings for employers
♦ 792 outreach sessions and 23,598

participants
♦ 963 on-site consultation inspections
♦ 85,920 workers impacted by on-site

consultation inspections
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ÿ Safety and Health Educational Outreach Program – This program offers workshops to help educate
employers and employees about workplace safety and health hazards, and the OSHA standards addressing
them. Its aim is to assist employers in implementing and maintaining effective safety and health programs,
with the goals of lowering injury and illness rates and reducing workplace injury costs.

Key Measures
WSC efforts in the area of safety and health have: 1) resulted in greater voluntary safety and health efforts and
improved worker protection through non-adversarial means; 2) led to better allocations of OSHA resources by
minimizing duplications of work between enforcement and consultation staff; and 3) enabled MNOSHA
consultants to concentrate on workplaces and to assist employers in controlling or eliminating hazards,
establishing effective safety and health programs, and reducing workers’ compensation costs.

Activity Funding
WSC is financed by a federal grant that is matched with funding from the assigned risk safety account in the
Workers’ Compensation Fund. The Loggers’ Safety Education program is funded by an assessment paid by
wood mills.

Contact
For more information, contact Workplace Safety Consultation by phone at (651) 284-5060 or 1-800-DIAL-DLI
(1-800-342-5354) or e-mail at OSHA.Consultation@state.mn.us or visit online at http://www.doli.state.mn.us.
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Expenditures by Fund
Statutory Appropriations

Special Revenue 7 10 10 10 20
Federal 964 939 950 978 1,928
Workers Compensation 2,941 3,080 2,880 2,880 5,760

Total 3,912 4,029 3,840 3,868 7,708

Expenditures by Category
Total Compensation 1,344 1,500 1,487 1,529 3,016
Other Operating Expenses 610 645 558 544 1,102
Local Assistance 1,958 1,884 1,795 1,795 3,590
Total 3,912 4,029 3,840 3,868 7,708

Full-Time Equivalents (FTE) 18.6 21.2 19.2 19.2
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Activity Description
Workplace Services Administration (WSA) provides
leadership and support to the division’s program units as
they work to prevent workplace injuries and illnesses,
promote fair wages and working conditions, ensure the
safety of boiler and high-pressure-piping systems, and
assure a highly skilled and educated workforce.

Population Served
This activity manages the five units of the Workplace Services Division so that stakeholders—including
employees, employers, and owners and operators of boilers, pressure vessels, charter boats, and high-pressure-
piping systems—receive prompt and efficient service.

Services Provided
The Workplace Services Division’s regulatory activities help to keep Minnesota workers safe by
♦ providing information and education to employees, employers, community-based and trade organizations;
♦ conducting safety inspections;
♦ providing workplace safety information and resources to prevent injuries; and
♦ providing administrative assistance to ensure a highly skilled workforce.

In addition to providing leadership to the Workplace Services Division, WSA supports the activities of the
Occupational Safety and Health Act (OSHA) Advisory Council.

Activity Funding
The WSA activity is financed by appropriations from the general, workforce development, and workers’
compensation funds.

Contact
For more information, contact the Workplace Services Division by phone at (651) 284-5018 or 1-800-DIAL-DLI
(1-800-342-5354) or e-mail at DLI.Communications@state.mn.us or visit online at http://www.doli.state.mn.us.

Activity at a Glance

♦ Direct the activities of 145 division employees
through five operating units.

♦ Administer division budget of $16 million for
FY 2005.

mailto:dli.communications@state.mn.us
http://www.doli.state.mn.us
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Expenditures by Fund
Direct Appropriations

General 30 208 36 36 72
Workforce Development 7 8 8 8 16
Workers Compensation 108 256 177 177 354

Total 145 472 221 221 442

Expenditures by Category
Total Compensation 131 137 169 173 342
Other Operating Expenses 14 335 52 48 100
Total 145 472 221 221 442

Full-Time Equivalents (FTE) 1.5 2.0 2.0 2.0
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Program Description
The General Support Division supports internal customers
in six management areas: 1) research and statistics; 2)
information technology development and support; 3) legal
advice and litigation; 4) financial management; 5)
communications; and 6) human resources.

Population Served
This division provides leadership to other agency activities
serving workers and employers in Minnesota.

Services Provided
The Research and Statistics unit collects, analyzes, and
reports workplace safety and workers’ compensation data.
It conducts surveys of employers to estimate work-related
injury and illness incidence rates. It produces two major statistical reports, conducts performance measurement,
satisfaction survey, and public policy research projects.

The Information Technology Services unit provides technology and telecommunications support to Department of
Labor and Industry (DLI) operations. It manages and leads all computer systems development for DLI and
systems shared with the Office of Administrative Hearings and the Workers’ Compensation Court of Appeals.

The Legal Services unit serves DLI activities as in-house legal counsel, responding to requests for legal advice
from agency staff in the performance of their duties. Legal advice requests include issues involving the
administration of a state agency, data practices, workers’ compensation, occupational safety and health, labor
standards, prevailing wage, and high-pressure-piping and boiler code. The unit conducts rulemaking and
provides specialized litigation services for matters involving the Special Compensation Fund, Compliance
Services, and Occupational Safety and Health Act (OSHA) compliance. The unit also provides assistance directly
to the public, other government entities, and the legislature.

The Financial Services unit provides all aspects of agency financial management services, including budgeting,
accounting, payroll, purchasing, and financial reporting.

The Communications unit manages DLI’s communications program, including all internal and external
publications, media relations, and Internet/intranet pages.

The Human Resources unit manages all labor relations, employee development, staffing, job classification,
compensation and benefits, safety, and affirmative action functions.

Program at a Glance

♦ Provides support to 355 agency employees
located in eight offices statewide

♦ Administers $122 million budget for FY 2005
♦ 863,000 web site visits in CY 2004
♦ Maintains federal survey response rate of

100%
♦ Responds to 100 requests for statistical data

annually
♦ Represents DLI programs in more than 480

cases annually
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Key Measures
ÿ Expanding and enhancing use of electronic data interchange and submission.

Program Funding
The program is financed by an appropriation from the Workers’ Compensation Fund, and indirect cost revenue
recovered from the agency’s other programs. The program also administers two federal research grants from the
Bureau of Labor Statistics.

Contact
For more information, contact DLI communications director by phone at (651) 284-5080 or 1-800-DIAL-DLI
(1-800-342-5354) or e-mail at DLI.communications@state.mn.us or visit online at http://www.doli.state.mn.us.

Expanding and Enhancing Use of Electronic Data
Interchage and Submission
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Direct Appropriations by Fund
Workers Compensation

Current Appropriation 5,592 5,287 5,287 5,287 10,574
Subtotal - Forecast Base 5,592 5,287 5,287 5,287 10,574

Total 5,592 5,287 5,287 5,287 10,574

Expenditures by Fund
Direct Appropriations

Workers Compensation 5,388 5,498 5,287 5,287 10,574
Open Appropriations

Workers Compensation 175 173 173 173 346
Statutory Appropriations

Special Revenue 969 1,185 1,185 1,185 2,370
Federal 141 153 151 151 302

Total 6,673 7,009 6,796 6,796 13,592

Expenditures by Category
Total Compensation 4,965 5,198 5,330 5,361 10,691
Other Operating Expenses 1,708 1,811 1,466 1,435 2,901
Total 6,673 7,009 6,796 6,796 13,592

Expenditures by Activity
General Support Division 6,673 7,009 6,796 6,796 13,592
Total 6,673 7,009 6,796 6,796 13,592

Full-Time Equivalents (FTE) 68.5 68.2 68.1 66.1
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Non Dedicated Revenue:
Departmental Earnings:

General 2,575 2,673 3,083 3,083 6,166
Workers Compensation 543 545 545 545 1,090

Other Revenues:
General 55 56 56 56 112
Workers Compensation 112,341 107,108 103,848 103,848 207,696

Total Non-Dedicated Receipts 115,514 110,382 107,532 107,532 215,064

Dedicated Receipts:
Departmental Earnings:

Special Revenue 351 298 298 298 596
Workers Compensation 3,104 3,110 3,110 3,110 6,220

Grants:
Federal 5,034 5,335 5,262 5,414 10,676

Other Revenues:
Special Revenue 1,209 1,277 1,307 1,277 2,584
Workers Compensation 35 30 30 30 60
Miscellaneous Agency 15 15 15 15 30

Total Dedicated Receipts 9,748 10,065 10,022 10,144 20,166

Agency Total Revenue 125,262 120,447 117,554 117,676 235,230
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Federal Program
($ in Thousands)

Related
SFY 2004
Spending

Primary
Purpose

SFY 2004
Revenues

SFY 2005
Revenues

Estimated
SFY 2006
Revenues

Estimated
SFY 2007
Revenues

OSHA Compliance $3,010 SO $3,881 $4,205 $4,115 $4,239

OSHA Consultation 569 SO 970 933 950 978

Bureau of Labor Statistics 91 SO 107 111 109 109

OSHA Survey 0 SO 34 42 42 42
Veteran’s Administration –
Apprenticeship 0 SO 40 46 46 46

Agency Total $3,670 $5,032 $5,337 $5,262 $5,414

Key:
Primary Purpose
SO = State Operations
GPS = Grants to Political Subdivision
GI = Grants to Individuals
GCBO = Grants to Community Based Organizations

The OSHA Compliance and OSHA Consultation grants are essential to continue the downward trend in
occupational fatalities, injuries, and illnesses, and thereby reduce the suffering of workers and families and
contain workers’ compensation costs. The Bureau of Labor Statistics and OSHA Survey grants provide the
funding necessary to conduct surveys to collect, analyze, and report data on workplace injuries. The Veteran’s
Administration – Apprenticeship grant provides funding necessary to review and approve eligible veteran
apprenticeship and on-the-job training programs.

Federal funding contributes to 5% of the agency’s expenditures. Federal funds received through the OSHA
Compliance and Bureau of Labor Statistics programs require matching state funds of 50%. The OSHA
Consultation program requires matching state funds of 10%. The required state match is provided by the
Workers’ Compensation fund. The OSHA Survey and Veteran’s Administration – Apprenticeship programs are
100% federally funded.
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Program Name
Federal or State

or Both (citation) Purpose
Recipient Type (s)
Eligibility Criteria

Budgeted
FY 2005

Most Recent
Federal Award

(cite year)

Safety Hazard Abatement
State
M.S. 79.253

To make grants or loans to
employers for the cost of
implementing safety
recommendations.

Employers $1,015,000 N/A

Labor Education and
Advancement Program
State
M.S. 178.11

To facilitate the participation
of women and minorities in
apprenticeship trades and
occupations.

Community-based
organizations $100,000 N/A

Vinland Center
State
Laws of 2003, Chapter 128,
Article 10, Section 5, Subd. 2

To provide specialized
rehabilitation services for
injured and disabled workers

Vinland Center $125,000 N/A
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Agency Purpose
The Legislative Commission on Minnesota Resources (LCMR) was created in 1963 to provide the legislature with
the background necessary to evaluate programs proposed to preserve, develop, and maintain Minnesota’s
natural resources.

M.S. 116P and an adopted strategic plan guide LCMR expenditure recommendations from the LCMR to the
Minnesota Legislature for natural resource projects.

Recommendations are from four funding sources, the Environment and Natural Resources Trust Fund, LAWCON
Receipts, Oil Overcharge money and the Great Lakes Protection Account. Funding recommendations are for
new, innovative, or accelerated natural resource projects designed to help sustain, enhance, and utilize
Minnesota’s natural resources.

Core Functions
Strategic Plan : Every two years, the Commission adopts a comprehensive strategic plan and issues a request
for proposal (RFP) that is open to everyone. The RFP was adopted in December 2003.

Review Process : For the two-year funding beginning 7-1-05, 221 proposals for over $240 million were received.
The Commission evaluated them based on the criteria and priority funding strategies set forth in the RFP. In
addition, the Citizens Advisory Committee advised the Commission regarding allocations from the Environment
and Natural Resource Trust Fund.

After an initial review of all proposals, the Commission selected 93 proposals that best fit the priority funding
strategies and criteria. The project managers for the selected proposals were invited to present their proposals
before Commission members at a series of public hearings during eight days in June 2004.

Recommendations : For the biennium beginning 7-1-05, the Commission will recommend to the 2005
Legislature funding for 94 projects totaling $39.3 million.

Operations
The LCMR is comprised of 20 members consisting of the chairs of the house and senate committees on
environment and natural resources (or designees appointed for the terms of the chairs), the chairs of the house
and senate committees on environment and natural resources finance (or designees appointed for the terms of
the chairs), the chairs of the house Ways and Means and senate Finance Committees (or designees appointed
for the terms of the chairs), seven members of the senate appointed by the Subcommittee on Committees of the
Committee on Rules and Administration and seven members of the house appointed by the Speaker. At least
three members from the senate and three members from the house must be from the minority caucus. The
members elect their officers, rotating the chair from the senate to the house every two years. The LCMR employs
a full-time professional and support staff of four full-time employees. In 2004-05 there also was an allocation of
$150,000 to the Department of Natural Resources (DNR) to administer the contracts of all pass through non-state
agency appropriations.

The Commission uses a number of approaches to assess the status of the state’s natural resources and identify
important issues and needs. These approaches include: site visits to public and private sector natural resource
projects, regional forums at which citizens advise Commission members of their concerns regarding natural
resources, and a web survey soliciting input from citizens. In addition to these activities, the Commission is
advised by a Citizens Advisory Committee (appointed by the governor) regarding priorities for expenditures from
the Environment and Natural Resources Trust Fund.

Additionally, all proposed research projects selected for funding recommendations undergo a scientific peer
review. The Commission oversees and evaluates project progress and completion through work program review.
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FY 2004-2005 Budget
Environment and Natural Resources Trust Fund $37,658,000
LAWCON Receipts per 116P.14 $ 1,600,000
Great Lakes Protection Account $ 28,000

TOTAL for FY 2004-05 $39,286,500

All appropriation for funded projects are made through state agencies; for both direct agency spending and
agreements with others (nonprofits, local government, etc.)

Contact

FY 2006-07 Project Funding Recommendations, the 2005 RFP and abstracts of funded
projects since 1991 are available on the LCMR web site.
http://www.lcmr.leg.mn

Contact: John Velin, Director
Legislative Commission on Minnesota Resources
Room 65 State Office Building
Saint Paul, Minnesota 55155
(651) 296-2406
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State of Minnesota  2006-07 Biennial Budget 
 Governor’s Recommendation 1/21/2005 

January 25, 2005 
 
 
The Minnesota Legislature 
State Capitol 
St. Paul, Minnesota 
 
To the 2005 Legislature: 
 
I respectfully submit for your consideration the Governor’s FY 2006-07 budget proposal for the judicial branch 
agencies, including the Supreme Court, the Court of Appeals, the Trial Courts, the Legal Profession Boards, and 
the Board of Public Defense.  The Governor respects the separation of powers and the desire of constitutional 
officers and officials in the judicial and legislative branches to independently present their budget requests directly 
to the legislature without specific recommendations from the Governor.  However, since the Governor is required 
by law to submit a balanced budget to the legislature, it is necessary to identify funding for those offices as part of 
preparing a complete budget. 
 
For the judicial branch, the Governor recommends an increase of $20 million to recognize current caseload 
increases and other cost pressures in the criminal justice area.  The funding recommendation has been pro-rated 
among the judicial branch agencies supported by the general fund.  The Legal Profession Boards are fully funded 
by fees collected under court rules. 
 
The Governor recommends funding for significant changes in the sentencing of sex and methamphetamine 
offenders.  His budget includes $22.2 million for additional trial and other court-related costs anticipated for the 
Trial Courts and the Board of Public Defense as a result of these sentencing changes. 
 
The Governor recommends $15.4 million for the Board of Public Defense relating to the funding deficiency in the 
agency’s FY 2005 budget as a result of the determination that the public defender co-pay statute is 
unconstitutional.  He has separately recommended funding of the current year deficiency in legislation that he has 
requested the legislature pass early in the current session. 
 
Finally, the Governor recommends a $10 increase in the criminal/traffic surcharge the state currently collects, 
raising it from $60 to $70.  This increase is expected to raise $11.4 million for the general fund in the FY 2006-07 
biennium, which will help fund public safety and criminal justice initiatives in his budget. 
 
Sincerely, 

 
Peggy Ingison 
Commissioner 
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Expenditures by Fund
Statutory Appropriations

Special Revenue 4,492 5,063 4,933 5,183 10,116
Total 4,492 5,063 4,933 5,183 10,116

Expenditures by Category
Total Compensation 2,399 2,784 2,963 3,157 6,120
Other Operating Expenses 1,883 2,064 1,748 1,797 3,545
Local Assistance 210 215 222 229 451
Total 4,492 5,063 4,933 5,183 10,116

Expenditures by Program
Continuing Legal Education Bd 4,492 5,063 4,933 5,183 10,116
Total 4,492 5,063 4,933 5,183 10,116

Full-Time Equivalents (FTE) 36.5 36.4 36.4 36.4
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Agency Purpose
he Minnesota Supreme Court exercising its inherent
constitutional authority regulates the practice of law in
Minnesota.

The Supreme Court exercises its regulatory authority so
that within the state the public is well served by admitting to
practice competent attorneys who continuously revitalize
their knowledge of the law by attending continuing
education programs, by appropriately disciplining after
careful investigation those who have been found to have
violated the Minnesota Rules of Professional Conduct, and
by reimbursing clients under specified circumstances who
have lost funds because of attorney misfeasance. The
court has implemented a statewide lawyer assistance
program to direct lawyers to appropriate and necessary
counseling.

Core Functions
The Supreme Court has established regulatory boards to
assist in key areas of the regulation of the practices of law.

ÿ The Continuing Legal Education Board certifies 6,000
programs annually in a wide variety of legal subjects to
promote professional growth for the state’s 23,000
attorneys and monitors each attorney’s compliance with
continuing education regulations.

ÿ The Lawyers Professional Responsibility Board,
working in conjunction with district ethics committees throughout the state, investigates complaints of
unprofessional conduct against lawyers, and recommends discipline where appropriate.

ÿ The Legal Certification Board certifies agencies, which certify lawyers having specified experience and
training as specialists.

ÿ The Client Security Board reviews claims from clients who have experienced monetary loss because of
attorney dishonesty and, where the claim meets criteria established by the board, reimburses the client for the
loss up to $150,000.

ÿ The Board of Law Examiners reviews the credentials of applicants for admission to the practice of law in
Minnesota and administers the bar examination.

ÿ A lawyer assistance program directs lawyers who are suffering from chemical and substance abuse or
emotional distress to appropriate treatment.

Operations
The boards, consisting of lawyers and lay members, are appointed by the Supreme Court to carry out the
functions identified above within the rules for each board promulgated by the Supreme Court. Each board is
authorized to hire staff. The Client Security Board contracts with the Board of Professional Responsibility for legal
services to examine claims and pursue subrogation claims. The Board of Law Examiners, Continuing Legal
Education, and Legal Certification have a single director and share staff.

Budget
Dedicated revenue fully funds the activities of the boards. No General Fund monies support the operations of
these boards. The Supreme Court assesses each lawyer admitted to practice law in Minnesota an annual
registration fee which funds these activities. The registration fee revenue is divided among the boards as
determined by the Court after public hearing. The Board of Law Examiners assesses a bar examination fee to
each applicant for the bar examination. The boards of Continuing Legal Education and Legal Certification assess
various administrative fees. The fees for those boards are included in the Department Earnings Report.

At A Glance

Anticipated Revenue – FY 2006-07
♦ Continuing Legal Education Board: $797,000
♦ Lawyers Professional Responsibility Board:

$5,196,000
♦ Legal Certification Board: $95,000
♦ Client Security Board: $544,000
♦ Board of Law Examiners: $2,041,000

Business Functions:
♦ The Board of Law Examiners tests

approximately 900 applicants to the bar
annually, and recommends for admission to
the bar those persons who establish legal
competence and good character.

♦ The Board of Continuing Legal Education
accredits 6,000 legal education courses
annually and monitors 23,000 Minnesota-
Licensed attorneys’ completion of continuing
legal education.

♦ The Board of Legal Certification has
accredited five legal organizations which
certify a total of 859 attorneys as specialist in
nine defined specialty fields of law.

T
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The boards have 36.35 full-time equivalent employees.

Contact

Minnesota Supreme Court
Minnesota Judicial Center

25 Rev. Dr. Martin Luther King Jr. Boulevard
Saint Paul, Minnesota 55155

Sue Dosal
State Court Administrator
Phone: (651) 296-2474
Fax: (651) 297-5636

Home page: http://www.courts.state.mn.us

http://www.courts.state.mn.us
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Non Dedicated Revenue:
Total Non-Dedicated Receipts 0 0 0 0 0

Dedicated Receipts:
Departmental Earnings:

Special Revenue 4,396 4,246 4,314 4,369 8,683
Other Revenues:

Special Revenue 55 92 90 94 184
Other Sources:

Special Revenue 16 18 19 20 39
Total Dedicated Receipts 4,467 4,356 4,423 4,483 8,906

Agency Total Revenue 4,467 4,356 4,423 4,483 8,906
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January 25, 2005

The Minnesota Legislature
State Capitol
St. Paul, Minnesota

Dear Legislators,

I respectfully submit for your consideration the Governor’s FY 2006-07 budget proposal for the Legislature. The
Governor respects the separation of powers and the desire of constitutional officers and officials in the judicial and
legislative branches to independently present their budget requests directly to the legislature without specific
recommendations from the Governor. However, since the Governor is required by law to submit a balanced
budget to the legislature, it is necessary to identify funding for those offices as part of preparing a complete
budget.

For the Legislature, the Governor’s recommendation is $56.597 million in General Fund appropriations for the
FY 2006-07 biennium. This budget recommendation reflects a biennial reduction of $2.902 million, which is a
2.5% reduction from the FY 2006-07 General Fund forecast base budget and is consistent with the
recommendations for constitutional officers. The Governor’s recommendation also includes a one-time direct
General Fund reduction of accumulated carry forward funds of $9.577 million in FY 2006, and a one-time transfer
to the General Fund from the special revenue fund of $1.764 million in unspent fees dedicated to the Electronic
Real Estate Recording Task Force. This task force expired on June 30, 2004.

Sincerely,

Peggy Ingison
Commissioner
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Direct Appropriations by Fund
General

Current Appropriation 58,200 58,048 58,048 58,048 116,096
Recommended 58,200 58,048 56,597 56,597 113,194

Change 0 (1,451) (1,451) (2,902)
% Biennial Change from 2004-05 -2.6%

Health Care Access
Current Appropriation 128 128 128 128 256
Recommended 128 128 128 128 256

Change 0 0 0 0
% Biennial Change from 2004-05 0%

Expenditures by Fund
Carry Forward

General 3,018 10,485 (8,656) 0 (8,656)
Direct Appropriations

General 54,650 62,438 56,597 56,597 113,194
Health Care Access 128 128 128 128 256
Special Revenue 642 0 0 0 0
Federal 22 0 0 0 0
Gift 0 63 0 0 0

Statutory Appropriations
Special Revenue 0 100 0 0 0
Miscellaneous Agency 299 440 291 291 582

Total 58,759 73,654 48,360 57,016 105,376

Expenditures by Category
Total Compensation 10,524 10,990 10,095 10,095 20,190
Other Operating Expenses 48,235 62,664 38,265 46,921 85,186
Total 58,759 73,654 48,360 57,016 105,376

Expenditures by Program
House Of Representatives 25,592 31,908 21,433 25,494 46,927
Senate 18,064 25,561 15,147 18,976 34,123
Legislative Coordinating Cmsn 9,975 10,746 7,033 7,799 14,832
Legislative Audit Comm 5,128 5,439 4,747 4,747 9,494
Total 58,759 73,654 48,360 57,016 105,376

Full-Time Equivalents (FTE) 139.4 139.3 139.3 139.3
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Fund: GENERAL
FY 2005 Appropriations 58,048 58,048 58,048 116,096

Subtotal - Forecast Base 58,048 58,048 58,048 116,096

Change Items
Budget Reduction 0 (1,451) (1,451) (2,902)

Total Governor's Recommendations 58,048 56,597 56,597 113,194

Fund: HEALTH CARE ACCESS
FY 2005 Appropriations 128 128 128 256

Subtotal - Forecast Base 128 128 128 256
Total Governor's Recommendations 128 128 128 256

Fund: GENERAL
Planned Statutory Spending 10,485 0 0 0

Change Items
Deplete Carry Forward Account Balances 0 (8,656) 0 (8,656)

Total Governor's Recommendations 10,485 (8,656) 0 (8,656)

Fund: SPECIAL REVENUE
Planned Statutory Spending 100 0 0 0
Total Governor's Recommendations 100 0 0 0

Fund: MISCELLANEOUS AGENCY
Planned Statutory Spending 440 291 291 582
Total Governor's Recommendations 440 291 291 582
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Fiscal Impact ($000s) FY 2006 FY 2007 FY 2008 FY 2009

General Fund
Expenditures ($1,451) ($1,451) ($1,451) ($1,451)
Revenues 0 0 0 0

Other Fund
Expenditures 0 0 0 0
Revenues 0 0 0 0

Net Fiscal Impact ($1,451) ($1,451) ($1,451) ($1,451)

Recommendation
The Governor recommends a direct General Fund appropriation of $56.597 million in FY 2006 and FY 2007, a
reduction of $1.451 million annually.

Background
The Governor respects the separation of powers and the desire of constitutional officers and officials in the
judicial and legislative branches to independently present their budget requests directly to the legislature without
specific recommendations from the Governor. However, since the Governor is required by law to submit a
balanced budget to the legislature, it is necessary to identify funding for those offices as part of preparing a
complete balanced budget.

As with the executive branch, the Governor suggests that these offices and institutions individually redesign their
operations to increase efficiencies while minimizing the disruption to public services. They should also consider
collaboration with other agencies to consolidate operations, co-locate facilities, or otherwise cooperate to share
services in order to reduce costs.

Relationship to Base Budget
The Governor’s recommendation reflects an annual reduction of $1.451 million, which is a 2.5% reduction from
the FY 2006-07 General Fund forecast base budget and is consistent with the recommendations for constitutional
officers.
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Fiscal Impact ($000s) FY 2006 FY 2007 FY 2008 FY 2009

General Fund
Expenditures ($8,656) $0 $0 $0
Revenues 0 0 0 0

Other Fund
Expenditures 0 0 0 0
Revenues 0 0 0 0

Net Fiscal Impact ($8,656) $0 $0 $0

Recommendation
The Governor recommends a one-time direct General Fund reduction of the legislature’s accumulated carry
forward funds, totaling $8.656 million as of February 2005. Because the carry forward authority granted in M.S.
16A.281 is unique to the legislature, it cannot be directly compared to other state agencies or constitutional
officers.

Background
The Governor respects the separation of powers and the desire of constitutional officers and officials in the
judicial and legislative branches to independently present their budget requests directly to the legislature without
specific recommendations from the Governor. However, since the Governor is required by law to submit a
balanced budget to the legislature, it is necessary to identify funding for those offices as part of preparing a
complete balanced budget.

M.S. 16A.281 provides authority for the legislature to carry forward unexpended funds from one biennium into the
next biennium. The carry forward funds are credited to special accounts to be used for nonrecurring expenditures
on investments that enhance efficiency or improve effectiveness, to pay expenses associated with special
sessions, interim activities, public hearings, or other public outreach efforts and related activities; and to pay
severance costs of involuntary terminations. The accumulated balances in these special accounts dropped to a
low of $3 million in FY 2000, but have consistently been above $8.7 million since FY 2003.

As with the executive branch, the Governor suggests that these offices share in the solution of delivering a
balanced budget for the state of Minnesota by offering up this one-time accumulated balance.

Relationship to Base Budget
The Governor’s recommendation reflects a one-time reduction of $8,656,000, which is 7.38% of the
recommended General Fund forecast FY 2006-07 base budget.

Statutory Change : M.S. 16A.281
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Fiscal Impact ($000s) FY 2006 FY 2007 FY 2008 FY 2009

General Fund
Expenditures 0 $0 $0 $0
Revenues (Transfer in) $1,764 0 0 0

Other Fund
Expenditures 0 0 0 0
Revenues 0 0 0 0

Net Fiscal Impact $1,764 $0 $0 $0

Recommendation
The Governor recommends a one-time transfer to the General Fund from the special revenue fund of unspent
fees dedicated to the Electronic Real Estate Recording Task Force (ERER) that expired on 6-30-04. The
additional $.50 fee that was imposed on real estate recording transactions to fund the work of the task force has
unexpended funds of $1.764 million.

Background
The Minnesota Legislature enacted the statute that authorized creation of the ERER Task Force in Laws 2000
Chapter 391, with an effective date of 8-1-2000. The mission of the task force was to study the paper based real
estate record system and make recommendations on electronic filing of real estate documents. The task force
was composed of members representing both public and private stakeholders. The original legislation creating
the ERER Task Force imposed a 6-30-03 expiration date, however the ERER Task Force was extended in Laws
2002, Chapter 365 until 6-30-04. The ERER Task Force spent an estimated $1.2 million prior to its expiration.

Relationship to Base Budget
The Governor’s recommendation reflects a one-time special revenue reduction of $1.764 million in FY 2006.
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Agency Purpose
he legislature is one of the three principal branches of
state government (the others are the executive and
judicial branches), created by the constitution of the

state of Minnesota. The legislative branch is responsible
for the enactment and revision of state laws, establishing a
state budget and tax policy, electing regents of the
University of Minnesota, overseeing the work of state
government, as well as proposing amendments to the state
constitution. The Minnesota Legislature consists of two
bodies: the house of representatives and the senate. In
addition, the house and the senate have jointly created
various commissions and joint offices that serve specific
purposes described more fully below.

Operations
The house and senate employ separate staff to serve the
separate bodies and maintain the structural checks and
balances of the bicameral system. As provided by M.S.
Chapter 3.305, the legislature has also authorized a number of joint offices and commissions. The various
commissions and offices are generally chaired by legislators and are charged with doing in-depth analysis on
specific issues and policy areas as well as reviewing related laws, rules, and finances. They serve as advisory
groups to the legislature and may employ staff.

House of Representatives
House of representatives staff works in one of six non-partisan departments or in one of the caucus departments.

The GOP Caucus and the DFL Caucus departments each provide legislative services to their respective
members. Services provided include legislative management, member administrative support, committee
administration and support services, constituent and communication/media services, and caucus research
services. (Staffing: 143 permanent, 15 session only.)

The Chief Clerk’s Office provides assistance and advice to the speaker and members of the house of
representatives in meeting the legal and parliamentary requirements of the lawmaking process and to record the
history of that process in a clear, unbiased, and accurate manner. The chief clerk, first and second assistant
clerks, index clerk, and chaplain are elected officers of the house. (Staffing: 26 permanent, three session only.)

The House Research Department provides research and legal services to the house and its members and
committees. The work of House Research focuses on legislative decision-making: helping house members and
committees develop and evaluate government policies and laws. The department is an agency of the house of
representatives as a whole, rather than a committee or caucus. House Research is non-partisan. Its services are
available to all members of the house without regard to partisan affiliation or legislative position. The department
strives to be politically neutral and impartial on the issues. Its staff does not advocate, endorse, promote, or
oppose legislation or legislative decision. (Staffing: 35.4 permanent, three session only.)

The Fiscal Analysis Department provides professional, nonpartisan, and confidential services for all members of
the house of representatives, as well as providing assistance to the house finance and tax committees on state
budgetary and fiscal legislation. Department staff analyze spending requests, aid committees in developing and
analyzing budgetary options, draft legislation to implement budget decisions, track legislative decisions, and
provide analysis for legislative oversight of enacted budgets. Fiscal analysts respond to requests from individual
members needing analyses or information on state budgetary issues or government finances. The Fiscal
Analysis Department researches, prepares, and distributes publications providing information on state budget
issues and government finances. (Staffing: 11 permanent)

At A Glance

♦ 67 senators and 134 representatives
compose the Minnesota Legislature.

♦ Senators serve four-year terms, and
representatives serve two-year terms.

♦ The constitution provides that the legislature
may meet for up to 120 days during a two-
year period. (A legislative day is counted
when a quorum of either the house or senate
is present to conduct business as a body.)

♦ For the 2003-04 biennial legislative session
and 2003 special session, 3,282 bills were
introduced in the house, and 3,120 bills were
introduced in the senate. Of those, 319 bills
were presented to the governor for signing.

T
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The House Public Information Department is a contact point to help the public connect to the legislature. The
mission of this department is to inform the general public of legislative actions, to educate the public about the
legislative process, and to encourage public participation in the Minnesota Legislature. It produces numerous
publications and provides televised access to the legislative process. In conjunction with Senate Media Services,
it produces live and taped coverage of house floor sessions and some committee hearings, and provides that
programming to the public. Some services offered are television broadcasts and computer delivery of live and
taped proceedings of house floor session and committee meetings, pool feeds of legislative meetings to media
outlets, and VHS dubs of house floor sessions and committee hearings. Legislative broadcasts of house and
senate proceedings can be seen weekdays from 8:00 a.m. to 5:00 p.m. in the Minneapolis/St. Paul metro area on
KTCI, Channel 17, beginning with the start of each legislative session. Programming is delivered via satellite to
cable systems throughout greater Minnesota.

The office produces and distributes “Session Weekly,” committee schedules, committee rosters, lists of members
and staff, full legislative directories, “New Laws” and various publications that explain the state’s symbols,
governmental structure, and lawmaking process. (Staffing: 10.5 permanent, seven session only.)

The House Administrative Services Department performs the financial, human resources, computer
technology and facility management functions for the house. Financial functions include: accounting, budgeting,
staff and member payroll, accounts payable and expense reimbursements. Human resources function includes
compensation and benefit administration, personnel policy development and communication and house staffing
management. Computer technology functions include planning and purchasing desktop and notebook computer
systems, planning and managing a secure local area network, purchasing and managing application programs.
Facility management responsibilities include supply and equipment purchases and maintenance and telephone
system management. (Staffing: 15 permanent.)

The Sergeant-At-Arms Office provides temporary support staff (pages), parking, transportation, security, post
office, duplication and printing, and educational program services for members, staff, and the public. The speaker
appoints the chief sergeant. The assistant sergeants, postmaster, and assistant postmaster are elected by house
members to serve with the chief sergeant as officers of the house. Pages serve as support staff for all house and
conference committee hearings and aid all departments in accomplishing their duties. (Staffing: seven
permanent, 26 session only.)

Senate
In addition to the functions listed under agency purpose, the senate also has the responsibility to advise and
consent to governor’s appointments.

Joint Offices
The Legislative Coordinating Commission (LCC) – General Support, 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. It determines the employee benefits for all staff of the legislature, and health benefits
for legislators. The commission reviews budget requests and establishes staffing levels for all commissions and
joint agencies under its jurisdiction. The LCC also sets the compensation for all employees under its jurisdiction.
The president of the senate and the speaker of the house alternately serve as chairperson on an annual basis.
The commission provides staff support for the Compensation Council, the Regent Candidate Advisory Council,
the Board of Trustees Candidate Advisory Council, and the Joint House-Senate Subcommittee on Claims. The
LCC coordinates the provision of sign language interpreters at legislative hearings and meetings for citizens who
are deaf or hard of hearing. The LCC serves as the first point of contact in scheduling meetings and arraigning
itineraries for visiting international and state delegations seeking to discuss policy issues and learn more about
the legislative process in Minnesota. Geographic Information Services staff develops and maintains spatial
databases and produce maps, reports, and web applications. The commission employs 6.5 FTE staff members.

The Legislative Reference Library (LRL), established in 1969, collects, indexes, and makes available public
policy information to members and staff of the legislature. The library’s main clientele are legislators and
legislative staff. LRL also serves executive agencies and the public. State law requires six copies of all
publications of state agencies, boards, commissions, etc., and one copy of all state-funded consultants’ reports to
be deposited with LRL. Rules of the house and senate assign the director a custodial role with respect to the floor



Background

LEGISLATURE Agency Profile

State of Minnesota Page 9 2006-07 Biennial Budget
Background 1/25/2005

and committee tape recordings and accompanying minutes and logs. Public access to these materials is also
required by rule. The LRL employs 18 FTEs.

The Revisor of Statutes is a nonpartisan, professional joint legislative office providing drafting, editing,
publication, and computer services to the legislature, executive departments, and to the governor and other
constitutional officers. Drafting services are provided on a confidential basis and consist primarily of bills and
administrative rules. Publications produced by the office include: Laws of Minnesota, Minnesota Statutes,
Minnesota Rules, and other miscellaneous publications of legislative and public interest. The computer system
supports the drafting, editing, and publishing work of the legislature. The office has been under the jurisdiction of
the LCC since 1973, and has 52 permanent and nine seasonal employees.

The Mississippi River Parkway Commission promotes development of the Great Lakes basin, plans water
resource development, makes maximum possible use of navigational aids and other public works, and secures
balanced use of the basin. The compact was signed by Illinois, Indiana, Michigan, Minnesota, New York, Ohio,
Pennsylvania, Wisconsin, and Ontario.

The Legislative Commission on Planning and Fiscal Policy was established in 1987 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.
Staff is provided by the house, senate, and the LCC.

The Legislative Commission on Pensions and Retirement 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. The
commission currently employs 3.5 FTE.

The Great Lakes Commission promotes the orderly, integrated, and comprehensive development, use, and
conservation of the water resources of the Great Lakes Basin, which consists of eight Great Lakes states,
Canada, and all water interconnections between them. There is currently no staff funded for the commission.

The LCC Subcommittee on Employee Relations was originally established in 1979 and now exists as a
subcommittee of the LCC. It assists the legislature by monitoring the collective bargaining process between the
state and its employees, and providing interim approval of negotiated agreements and arbitrated awards. The
commission also reviews and approves the Commissioner’s Plan, Managerial Plan, Minnesota State Colleges &
Universities (MnSCU) Personnel Plan for Administrators, and Higher Education Services Offices (HESO)
Unclassified Compensation Plan for unrepresented employees of the state. In addition, the governor’s salary
proposal for agency heads is reviewed for ratification. Other duties include the monitoring of the state civil service
system, conducting research as directed, and performing other functions as delegated by the legislature. The
subcommittee has a budget for one FTE.

The Legislative Commission on the Economic Status of Women (LCESW) was established in 1976 to study
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 education and vocational training; employment
opportunities; contributions of women to the economy; access to state-provided benefits and services; laws and
business practices that constitute barriers to full participation in the economy; and the adequacy of programs and
services for families, including single parent families. The non-partisan commission consists of five
representatives and five senators. The commission is staffed by three FTEs.

The Electric Energy Task Force was established under M.S. 216C.051 to make recommendations to the
legislature regarding an environmentally and economically sustainable and advantageous electric energy supply.
It consists of ten members of the senate and ten members of the house of representatives. Under M.S.
216C.051, Sub. 9, the Electric Energy Task Force expires 6-30-07. Staff is provided by the house, senate, and
the LCC.



Background

LEGISLATURE Agency Profile

State of Minnesota Page 10 2006-07 Biennial Budget
Background 1/25/2005

The Electronic Real Estate Recording Task Force was established under 2000 Session Law, Chapter 391, to
make recommendations to the legislature regarding implementation of a system for electronic filing and recording
of real estate documents. The task force consists of representatives of county recorders, other county
government officials, real estate attorneys, title and mortgage companies, legislators, and other stakeholders.
Staff support is provided by the Secretary of State’s office and the LCC. Although legislation to continue the Task
Force was considered during the 2004 session, no legislation was adopted. As a result, the Task Force, and pilot
electronic recording projects in several counties, ceased on 6-30-04. However, efforts are continuing in this area
and reauthorization and allocation of the funds currently held in legislative accounts for this Task Force may be
pursued in the 2005 legislative session.

The mission of the Office of the Legislative Auditor and Legislative Audit Commission is to strengthen
accountability in state government. The office completes 50 to 60 financial audit reports and six to eight program
evaluation reports each year with a staff of 62. The office is nonpartisan, and its chief goal is to produce audit and
evaluation reports that are accurate and objective. The legislative auditor, who is appointed for a six-year term by
the Legislative Audit Commission, directs the office. The bipartisan commission consists of 16 legislators (eight
representatives and eight senators).

The Legislative Commission on Minnesota Resources (LCMR) advises the legislature on the allocations for
certain dedicated funding sources for projects that will preserve, protect, develop, and maintain the state’s natural
resources. The commission consists of 10 representatives and 10 senators. The governing statute is M.S.
Chapter 116P. Complete information and the funding for LCMR is provided within the Environment and Natural
Resources budget.

Budget
The state legislature receives its funding as direct appropriations from the General Fund.

Contact

House of Representatives Legislative Coordinating Commission
Paul Schweizer, Controller Greg Hubinger, Director
198 State Office Building 51 State Office Building
St. Paul, Minnesota 55155 St. Paul, Minnesota 55155
Phone: (651) 296-6648 Phone: (651) 296-9002
Web site: http://www.house.mn/ Web site: http://www.commissions.leg.mn/

Senate
Pat Flahaven, Secretary of the Senate
231 State Capitol
St. Paul, Minnesota 55155
Phone: (651) 296-2344

Legislature
Fy 2004-05 Biennial Budget

(Total: $116.4 million)

Senate
33%

House
45% LCC & Other Offices

14%

Legislative Auditor
8%

http://www.house.mn/
http://www.commissions.leg.mn/
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Direct Appropriations by Fund
General

Current Appropriation 58,200 58,048 58,048 58,048 116,096
Recommended 58,200 58,048 56,597 56,597 113,194

Change 0 (1,451) (1,451) (2,902)
% Biennial Change from 2004-05 -2.6%

Health Care Access
Current Appropriation 128 128 128 128 256
Recommended 128 128 128 128 256

Change 0 0 0 0
% Biennial Change from 2004-05 0%

Expenditures by Fund
Carry Forward

General 3,018 10,485 (8,656) 0 (8,656)
Direct Appropriations

General 54,650 62,438 56,597 56,597 113,194
Health Care Access 128 128 128 128 256
Special Revenue 642 0 0 0 0
Federal 22 0 0 0 0
Gift 0 63 0 0 0

Statutory Appropriations
Special Revenue 0 100 0 0 0
Miscellaneous Agency 299 440 291 291 582

Total 58,759 73,654 48,360 57,016 105,376

Expenditures by Category
Total Compensation 10,524 10,990 10,095 10,095 20,190
Other Operating Expenses 48,235 62,664 38,265 46,921 85,186
Total 58,759 73,654 48,360 57,016 105,376

Expenditures by Program
House Of Representatives 25,592 31,908 21,433 25,494 46,927
Senate 18,064 25,561 15,147 18,976 34,123
Legislative Coordinating Cmsn 9,975 10,746 7,033 7,799 14,832
Legislative Audit Comm 5,128 5,439 4,747 4,747 9,494
Total 58,759 73,654 48,360 57,016 105,376

Full-Time Equivalents (FTE) 139.4 139.3 139.3 139.3
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Direct Appropriations by Fund
General

Current Appropriation 25,993 25,993 25,993 25,993 51,986
Subtotal - Forecast Base 25,993 25,993 25,993 25,993 51,986

Governor's Recommendations
Budget Reduction 0 (650) (650) (1,300)

Total 25,993 25,993 25,343 25,343 50,686

Expenditures by Fund
Carry Forward

General 781 4,386 (4,061) 0 (4,061)
Direct Appropriations

General 24,652 27,334 25,343 25,343 50,686
Statutory Appropriations

Miscellaneous Agency 159 188 151 151 302
Total 25,592 31,908 21,433 25,494 46,927

Expenditures by Category
Other Operating Expenses 25,592 31,908 21,433 25,494 46,927
Total 25,592 31,908 21,433 25,494 46,927

Expenditures by Activity
House Of Representatives 25,592 31,908 21,433 25,494 46,927
Total 25,592 31,908 21,433 25,494 46,927
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Direct Appropriations by Fund
General

Current Appropriation 19,319 19,319 19,319 19,319 38,638
Subtotal - Forecast Base 19,319 19,319 19,319 19,319 38,638

Governor's Recommendations
Budget Reduction 0 (483) (483) (966)

Total 19,319 19,319 18,836 18,836 37,672

Expenditures by Fund
Carry Forward

General 597 4,059 (3,829) 0 (3,829)
Direct Appropriations

General 17,327 21,311 18,836 18,836 37,672
Statutory Appropriations

Miscellaneous Agency 140 191 140 140 280
Total 18,064 25,561 15,147 18,976 34,123

Expenditures by Category
Other Operating Expenses 18,064 25,561 15,147 18,976 34,123
Total 18,064 25,561 15,147 18,976 34,123

Expenditures by Activity
Senate 18,064 25,561 15,147 18,976 34,123
Total 18,064 25,561 15,147 18,976 34,123



LEGISLATURE
Program: LEGISLATIVE COORDINATING CMSN Program Summary

Dollars in Thousands
Current Governor Recomm. Biennium

FY2004 FY2005 FY2006 FY2007 2006-07

State of Minnesota Page 14 2006-07 Biennial Budget
Background Revised March 2005

Direct Appropriations by Fund
General

Current Appropriation 8,265 8,113 8,113 8,113 16,226

Technical Adjustments
Approved Transfer Between Appr (245) (245) (490)

Subtotal - Forecast Base 8,265 8,113 7,868 7,868 15,736

Governor's Recommendations
Budget Reduction 0 (197) (197) (394)

Total 8,265 8,113 7,671 7,671 15,342

Health Care Access
Current Appropriation 128 128 128 128 256

Subtotal - Forecast Base 128 128 128 128 256
Total 128 128 128 128 256

Expenditures by Fund
Carry Forward

General 1,640 2,040 (766) 0 (766)
Direct Appropriations

General 7,543 8,454 7,671 7,671 15,342
Health Care Access 128 128 128 128 256
Special Revenue 642 0 0 0 0
Federal 22 0 0 0 0
Gift 0 63 0 0 0

Statutory Appropriations
Miscellaneous Agency 0 61 0 0 0

Total 9,975 10,746 7,033 7,799 14,832

Expenditures by Category
Total Compensation 5,807 6,091 5,725 5,725 11,450
Other Operating Expenses 4,168 4,655 1,308 2,074 3,382
Total 9,975 10,746 7,033 7,799 14,832

Expenditures by Activity
Legislative Television 337 383 360 360 720
Lcc-Leg Reference Library 1,048 1,122 1,048 1,048 2,096
Lcc-Revisors Office 6,050 6,485 4,633 4,734 9,367
Lcc-Miss River Pkwy Cmsn 42 31 31 31 62
Lcc-Other 294 338 293 293 586
Lcc-Pensions & Retirements 460 313 313 313 626
Lcc-Great Lakes Cmsn 49 52 52 52 104
Lcc-Employee Relations 80 80 80 80 160
Lcc-Commission Operations 741 1,719 16 681 697
Lcc-Economic Status Of Women 207 207 207 207 414
Lcc-Electric Energy Task 25 16 0 0 0
Lcc-Elect Real Estate Record 642 0 0 0 0
Total 9,975 10,746 7,033 7,799 14,832

Full-Time Equivalents (FTE) 77.4 77.3 77.3 77.3
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Direct Appropriations by Fund
General

Current Appropriation 4,623 4,623 4,623 4,623 9,246

Technical Adjustments
Approved Transfer Between Appr 245 245 490

Subtotal - Forecast Base 4,623 4,623 4,868 4,868 9,736

Governor's Recommendations
Budget Reduction 0 (121) (121) (242)

Total 4,623 4,623 4,747 4,747 9,494

Expenditures by Fund
Direct Appropriations

General 5,128 5,339 4,747 4,747 9,494
Statutory Appropriations

Special Revenue 0 100 0 0 0
Total 5,128 5,439 4,747 4,747 9,494

Expenditures by Category
Total Compensation 4,717 4,899 4,370 4,370 8,740
Other Operating Expenses 411 540 377 377 754
Total 5,128 5,439 4,747 4,747 9,494

Expenditures by Activity
Legislative Audit Comm 3 18 0 0 0
Legislative Auditor 5,125 5,421 4,747 4,747 9,494
Total 5,128 5,439 4,747 4,747 9,494

Full-Time Equivalents (FTE) 62.0 62.0 62.0 62.0
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2004-09 Budget
Agency Fiscal Report

($ in thousands)

Actual Budget Budget Budget Budget
FY2004 Budget 2006 2007 2008 2009
Audited FY2005 Projected Projected Projected Projected

Revenue
Scratch Ticket Sales $215,696 $248,000 $248,000 $248,000 $248,000 $248,000
Online Ticket Sales 171,224 160,000 171,800 179,900 179,900 179,900

Total Sales Revenue 386,920 408,000 419,800 427,900 427,900 427,900

Less In-Lieu-of-Sales Tax 25,150 26,520 27,287 27,814 27,814 27,814

Gross Receipts 361,770 381,480 392,513 400,087 400,087 400,087
Non-operating Income 571 698 700 704 704 704

Gross Revenue 362,341 382,178 393,213 400,791 400,791 400,791

Direct Costs
Prize Expense 225,529 240,027 246,147 250,182 250,020 250,020
Unclaimed Prizes Paid to State Treasury 6,961 7,734 8,155 8,391 8,553 8,553
Compulsive Gambling from Prize Fund 1,896 1,896 1,896 1,896 1,896 1,896
Retailer Commissions and Incentives 22,924 25,100 25,771 26,238 26,238 26,238
Ticket Costs 4,650 4,512 4,247 4,411 4,411 4,411
Online/Generation 3 Vendor Expense 10,507 9,827 10,552 11,049 11,049 11,049

Total Direct Costs 272,467 289,096 296,768 302,168 302,168 302,168

Operating Expense
Advertising 5,070 5,923 6,000 6,000 6,000 6,000
Promotions 2,564 2,305 2,300 2,300 2,300 2,300
Game Development/New Initiatives 0 0 1,000 1,000 1,000 1,000
Salaries and Benefits 11,004 10,363 11,000 11,600 11,600 11,600
Occupancy Costs 1,932 1,740 1,700 1,700 1,700 1,700
Communications 470 601 600 600 600 600
Purchased Services 865 1,312 1,400 1,400 1,400 1,400
Depreciation 538 582 600 650 650 650
Supplies and Materials 562 989 1,100 1,100 1,100 1,100
Contrib: Public Safety Enforcement 0 0 0 0 0 0
Other 165 977 1,000 1,000 1,000 1,000

Total Operating Expense 23,170 24,790 26,700 27,350 27,350 27,350

Net Proceeds $ 66,705 $ 68,291 $ 69,745 $ 71,273 $ 71,273 $ 71,273

Total Full Time Equivalent (FTE) 166 166 166 166 166 166
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Actual Budget Budget Budget Budget Budget
FY2004 2005 2006 2007 2008 2009
Audited Projected Projected Projected Projected Projected

PAID TO STATE BENEFICIARY
General Fund
In-Lieu-of-Sales Tax $ 6,934 $ 7,312 $ 7,523 $ 7,668 $ 7,668 $ 7,668
Net Proceeds 40,022 40,974 41,847 42,764 42,764 42,764
Unclaimed Prizes 6,961 7,734 8,155 8,391 8,553 8,553
Compulsive Gambling from Prize Fund 1,896 1,896 1,896 1,896 1,896 1,896
Gambling Enforcement from Operations 0 0 0 0 0 0

Total General Fund 55,814 57,916 59,421 60,719 60,881 60,881

Envir. and Natural Resources Fund
Net Proceeds 26,682 27,316 27,898 28,509 28,509 28,509
Unclaimed Prizes 0 0 0 0 0 0

Total Envir and Natural Resources Fund 26,682 27,316 27,898 28,509 28,509 28,509

Game and Fish Fund 9,108 9,604 9,882 10,073 10,073 10,073
Natural Resources Fund 9,108 9,604 9,882 10,073 10,073 10,073

TOTAL PAID TO STATE BENEFICIARY $100,711 $104,439 $107,082 $109,372 $109,534 $109,534

% of sales to State 26% 26% 26% 26% 26% 26%

Unclaimed Prizes (formerly unclaimed prizes available for new games) Held In Trust for the State of $2,187 not included in any of the

numbers above.
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Fiscal Impact ($000s) FY 2006 FY 2007 FY 2008 FY 2009

General Fund
Expenditures 0 0 0 0
Transfer In $1,312 0 0 0

Other Fund
Transfer In
Environment and Natural
Resources Trust Fund

875 0 0 0

Transfer Out
Lottery Corpus Account (2,187) 0 0 0

Net Fiscal Impact $0 $0 $0 $0

Recommendation
The Governor recommends that all lottery unclaimed prize money accumulated prior to 7-1-03 cancel in
accordance with the allocation formula in statute at that time. After 30% of unclaimed prize funds are returned to
the basic prize pool, the remaining funds are redistributed 60% to the General Fund and 40% to the environment
and natural resources trust fund.

Background
Upon initiating lottery games, a specific amount of money is set aside to pay prizes claimed against each game.
People have one year from the drawing or from the final day of game sales to redeem winning tickets for prizes.
After that date, all claims on prize money are forfeited. Under current law, all unclaimed prizes at the end of each
fiscal year must be transferred from the lottery cash flow account to the General Fund. Because the $2.187
million accumulated prior to the law change in 2003, the recommended redistribution is in accordance with the
allocation formula in statute at that time.

Relationship to Base Budget
This change will not affect the operating budget of the Lottery. The change will simply provide additional non-
dedicated revenues to the General Fund and the environment and natural resources trust fund.
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Agency Purpose
he Minnesota State Lottery exists to provide revenue
for state programs as identified by the Minnesota
Constitution and the legislature. The Lottery does so

by offering games of chance to Minnesota adults in
accordance with M.S. Chapter 349A.

Core Functions
To accomplish this purpose, the Lottery must:
♦ design, distribute, and promote games that will appeal

to the general public in a manner consistent with
statutory guidelines and the dignity of the state;

♦ maintain security procedures that ensure the integrity of
the games will not be compromised;

♦ manage a large network of private sector retailers who
sell lottery products; and

♦ accurately process numerous financial transactions,
including payment of prizes to winners, commissions to
retailers, proceeds to the state, and the purchase of
goods and services necessary for lottery operations.

Operations
Lottery tickets are sold through a network of approximately 3,000 retailers located in more than 650 Minnesota
cities. These retailers earn a commission on every ticket sold and can earn additional income by redeeming
winning tickets and participating in various incentive programs. Each retailer has a computer terminal that is
connected to central lottery computers through a secure telecommunications network. Retailers are the primary
contact for the ticket-buying public. More than two out of every three Minnesota adults have purchased a lottery
ticket.

The Lottery is managed by a director appointed by the governor with the advice and consent of the senate.

The Lottery is organized into six divisions:
ÿ Executive includes the director, legislative relations, and research and planning.
ÿ Finance provides accounting and budget services.
ÿ Legal includes legal services, human resources, and purchasing and contracting.
ÿ Marketing is responsible for retailer service, promotions, advertising, customer relations, and public relations.
ÿ Operations provides computer and telecommunications services, conducts drawings, and is responsible for

product design and distribution.
ÿ Security protects against internal and external lottery fraud and prevents compromise of the games.

Key Measures
Lottery success is primarily measured by the revenue returned to the state for the designated beneficiaries. In
seeking to maximize revenue, the Lottery must also consider security, integrity, and the broader policy concerns
of the state. Other measures include administrative efficiency and player participation and satisfaction.

Budget
The Lottery may not spend more than 15% of gross revenue on operations. For FY 2005, the Lottery’s operating
budget must not exceed $27.419 million.

Major administrative expenses include salaries and benefits, payments to the online ticket vendor, advertising and
promotions, scratch ticket printing, telecommunications, and computer maintenance. The Lottery has
approximately 145 full-time permanent employees located at its headquarters in Roseville and its four regional
offices statewide.

At A Glance

♦ In FY 2004, the Minnesota State Lottery
generated $100 million for state programs
from sales of $386 million.

♦ More than two out of three Minnesota adults
have purchased a lottery ticket.

♦ Prizes in FY 2004 exceeded $225 million.
♦ Scratch games account for 56% of lottery

sales. Powerball accounts for another 30%.
♦ Since its inception in 1990, Minnesotans have

purchased over $5 billion in lottery tickets,
returning more than $1.2 billion to the state.

♦ Factors such as weather, gasoline prices,
local and state economies, and competition
for discretionary dollars can all affect lottery
sales and proceeds.

T
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Contact

Minnesota State Lottery
2645 Long Lake Road

Roseville, Minnesota 55113

http://www.mnlottery.com

Phone: (651) 635-8211
Fax: (651) 297-7496
E-mail: lottery@winternet.com

http://www.mnlottery.com


Govern or’s Recommen dat ions

MARRIAGE & FAMILY THERAPY BD Agency Overview

Dollars in Thousands
Current Governor Recomm. Biennium

FY2004 FY2005 FY2006 FY2007 2006-07

State of Minnesota Page 1 2006-07 Biennial Budget
Governor’s Recommendation 1/25/2005

Direct Appropriations by Fund
State Government Spec Revenue

Current Appropriation 118 118 118 118 236
Recommended 118 118 118 118 236

Change 0 0 0 0
% Biennial Change from 2004-05 0%

Expenditures by Fund
Direct Appropriations

State Government Spec Revenue 106 130 118 118 236
Open Appropriations

State Government Spec Revenue 2 3 3 3 6
Total 108 133 121 121 242

Expenditures by Category
Total Compensation 83 90 86 85 171
Other Operating Expenses 25 43 35 36 71
Total 108 133 121 121 242

Expenditures by Program
Marriage And Family Therapy, B 108 133 121 121 242
Total 108 133 121 121 242

Full-Time Equivalents (FTE) 1.5 1.6 1.4 1.4
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Agency Purpose
.S. 148B.01, 148B.175 and 148B.29 and Minnesota
Rules 5300.0100-0360 mandate the Minnesota
Board of Marriage & Family Therapy the

responsibility to act as the official licensure agency for
marriage and family therapists.

Core Functions
The purpose of the board is to protect the public by
ensuring that licensed marriage and family therapists
comply by the board's rules and practice in a professional,
legal, and ethical manner.

Their core functions are:
♦ granting licensure to individuals who meet the statutory

education, employment, and ethical requirements and
who pass both the national and oral examination as
required by rule;

♦ establishing and implementing procedures designed to assure that licensed marriage and family therapists
will comply with the board's rules;

♦ reviewing complaints of alleged violations of statutes and rules, holding disciplinary conferences with
licensees, and taking legal action to suspend or revoke the licenses of therapists who fail to meet standards;

♦ studying and investigating the practice of marriage and family therapy within the state in order to improve the
standards imposed for the licensing of marriage and family therapists and to improve the procedures and
methods used for enforcement of the board's standards; and

♦ providing information and education about licensure requirements and standards of practice to the public and
other interested parties.

Operations
ÿ Licensure affects marriage and family therapists who are mental health professionals trained in

psychotherapy and family systems, and licensed to diagnose and treat mental and emotional disorders within
the context of marriage, couples, and family systems.

ÿ The board consists of seven members and normally meets on the third Friday of each month.
ÿ A newsletter regarding licensure matters and disciplinary actions is available on the board’s web site.

Budget
The board’s total direct and indirect expenses for FY 2004-05 biennium are $269,000. The board staff includes
1.50 full-time equivalent employees.

Of the total budget for the biennium, $318,000 will be collected as non-dedicated revenue, which is deposited into
the state government special revenue fund. The board collects fees charged to applicants, prospective
applicants, licensees, and sponsors of continuing education programs approved by the board. The board is
responsible to collect enough revenue to recover all direct and indirect costs.

The board is responsible for the costs of services received from the Attorney General’s Office, Health
Professional Services Program, and the Administrative Services Unit. A direct appropriation is given to each of
these programs from the state government special revenue fund. The board must ensure that sufficient revenue
is collected through its fees to fund their portion of these programs costs.

At A Glance

Biennial Budget – FY 2004-05:

Total Estimated Expenses: $269,000

Total Estimated Revenues : $318,000

Staff: 1.50 Full-time equivalent employees

Minnesota Licensed Marriage & Family
Therapist Statistics

(As of June 30, 2004):

Total Licensed : 950

M
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Contact

Board of Marriage & Family Therapy
2829 University Avenue Southeast,

Suite 330
Minneapolis, Minnesota 55414-3222

The website at: http://www.bmft.state.mn.us gives visitors easy access to useful information
about marriage and family therapy. Types of information available through the website
include: regulatory news and updates, rules and Minnesota statues, public notices, and
forms.

Robert Butler, Executive Director
E-mail: Robert.Butler@state.mn.us
Phone: (612) 617-2220
Fax: (612) 617-2221

http://www:bmft.state.mn.us
mailto:robert.butler@state.mn.us


MARRIAGE & FAMILY THERAPY BD Agency Revenue Summary

Dollars in Thousands
Actual Budgeted Governor’s Recomm. Biennium
FY2004 FY2005 FY2006 FY2007 2006-07

State of Minnesota Page 4 2006-07 Biennial Budget
Appendix 1/25/2005

Non Dedicated Revenue:
Departmental Earnings:

State Government Spec Revenue 169 149 179 180 359
Total Non-Dedicated Receipts 169 149 179 180 359

Dedicated Receipts:
Total Dedicated Receipts 0 0 0 0 0

Agency Total Revenue 169 149 179 180 359
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MAYO FOUNDATION Agency Overview

Dollars in Thousands
Current Governor Recomm. Biennium

FY2004 FY2005 FY2006 FY2007 2006-07

State of Minnesota Page 1 2006-07 Biennial Budget
Governor’s Recommendation 1/25/2005

Direct Appropriations by Fund
General

Current Appropriation 1,391 1,391 1,391 1,391 2,782
Recommended 1,391 1,391 1,391 1,391 2,782

Change 0 0 0 0
% Biennial Change from 2004-05 0%

Expenditures by Fund
Direct Appropriations

General 1,332 1,391 1,391 1,391 2,782
Total 1,332 1,391 1,391 1,391 2,782

Expenditures by Category
Local Assistance 1,332 1,391 1,391 1,391 2,782
Total 1,332 1,391 1,391 1,391 2,782

Expenditures by Program
Mayo Medical School 514 514 514 514 1,028
Mayo Family & Residency 472 531 531 531 1,062
St Cloud Hospital/Family Med 346 346 346 346 692
Total 1,332 1,391 1,391 1,391 2,782
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Agency Purpose
ayo Foundation aspires to provide the highest
quality, compassionate patient care at a reasonable
cost through a physician-led team of diverse people

working together in clinical practice, education and
research in a unified multi-campus system.

Mayo aims to conduct its interdependent programs of
medical care, research, and education in keeping with the
highest standards of ethics and quality. Fundamental to this
pledge is the need to combine the science and art of
medicine and technology with personalized care.
Excellence in all endeavors with respect for the individual
— both patient and employee — is the primary goal.

Core Functions
Mayo Foundation operates clinics and hospitals in three
locations: Jacksonville, Florida; Rochester, Minnesota; and
Scottsdale, Arizona. The Mayo Foundation actively
engages in competitive, prioritized, coordinated research
programs, which enhance the care of the patient and
decrease the burden of disease. In addition to patient care and research activities, Mayo Foundation provides
education in the medical sciences amidst a scholarly environment. Mayo Foundation’s education of future
physicians, medical scientists, and allied health staff contributes to the quality of healthcare at Mayo Clinic and in
communities throughout the state of Minnesota and worldwide. The educational activities of Mayo Clinic staff are
a key component of Mayo's continuing excellence.

Operations
Mayo Foundation clinics and hospitals served more than a half-million patients in 2003. The state of Minnesota
has provided Mayo Medical School with financial aid for its Minnesota students in the form of capitation support
since the opening of the school in 1972. In the FY 2004–05 biennium each Minnesota student has received
$14,405 per year in state funding to reduce the cost of tuition.

The Mayo School of Graduate Medical Education Family Practice Program was established in 1978. The
program prepares the prospective family physician for primary care practice in all settings with a special emphasis
on rural and underserved communities. Funding provided by the state of Minnesota offsets by approximately
$22,125 the cost of resident stipends that average $41,144 per year. Additionally, Mayo Foundation is a sponsor
of the Family Practice Residency Program at the St. Cloud Hospital, where 10 – 12 residents have begun training
each year since the start of the program in 1996.

Budget
Income from current activities, the best indicator of Mayo Foundation’s success in funding its overall mission, was
$132 million in 2003. Mayo Foundation continues to invest in education and research. Total commitment to
education increased to $154 million in 2003, with Mayo funds accounting for $116 million of this amount. Total
expenditure on research reached $351 million in the same year. Mayo contributed $133 million to research
endeavors.

Contact

Mayo Foundation for Medical Education and Research
200 First Street Southwest
Rochester, Minnesota 55906
Phone: (507) 284-2511 Website: http://www.mayo.edu

At A Glance

♦ Patient Care – Physicians, scientists, and
allied health staff collaboratively providing
healthcare.

♦ Medical Education – one of the largest
graduate education centers in the country,
training physicians in more than 100
specialties.

♦ Research – Strong biomedical research
programs in both basic and patient oriented
area.

♦ Over half of the 1147 graduates of Mayo
Medical School are Minnesotans.

♦ The Mayo Family Practice Residency
Program has graduated over 150 physicians.
Consistently, over half of these doctors
choose to practice in Minnesota.

M

http://www.mayo.edu


MAYO FOUNDATION Agency Overview

Dollars in Thousands
Current Governor Recomm. Biennium

FY2004 FY2005 FY2006 FY2007 2006-07

State of Minnesota Page 3 2006-07 Biennial Budget
Background 1/25/2005

Direct Appropriations by Fund
General

Current Appropriation 1,391 1,391 1,391 1,391 2,782
Recommended 1,391 1,391 1,391 1,391 2,782

Change 0 0 0 0
% Biennial Change from 2004-05 0%

Expenditures by Fund
Direct Appropriations

General 1,332 1,391 1,391 1,391 2,782
Total 1,332 1,391 1,391 1,391 2,782

Expenditures by Category
Local Assistance 1,332 1,391 1,391 1,391 2,782
Total 1,332 1,391 1,391 1,391 2,782

Expenditures by Program
Mayo Medical School 514 514 514 514 1,028
Mayo Family & Residency 472 531 531 531 1,062
St Cloud Hospital/Family Med 346 346 346 346 692
Total 1,332 1,391 1,391 1,391 2,782



MAYO FOUNDATION
Program: MAYO MEDICAL SCHOOL Narrative
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Background 1/25/2005

Program Description
The mission of the Mayo Medical School is to enroll
outstanding students, and to offer them a curriculum
designed to foster their individual strengths and talents, and
to take full advantage of the unique integrated research,
education, and practice resources of Mayo Foundation.
The school seeks to provide access to a medical education
to all students regardless of socioeconomic background.
The school also strives to promote and eliminate barriers
that may inhibit students from entering the historically lower paying primary care specialties. Finally, Mayo
Medical School provides students the opportunity to obtain an excellent medical education that is delivered in a
cost efficient manner, and allows these students to graduate unencumbered by a large debt-load.

Population Served
Graduates of undergraduate colleges and universities who are seeking a high quality, affordable medical
education are served by this activity.

Services Provided
Mayo Medical School (MMS) was founded in 1972. The small class size, 42 students per class, facilitates a
personalized course of instruction characterized by extensive clinical interaction and the integration of basic and
clinical sciences throughout all segments of the curriculum. A balance is sought to produce physicians interested
in medical subspecialties as well as the primary care disciplines of general internal medicine, family medicine,
pediatrics, and obstetrics/gynecology. As part of their education, each Mayo Medical School student lives with a
family practice physician who is in private practice in a rural Minnesota community to experience first-hand the
challenges and rewards of primary care medicine.

Historical Perspective
Mayo Medical School has graduated 1,147 physicians since 1976 and of those, 405 (36%) currently practice
medicine in Minnesota. Of the 628 graduates who were originally from Minnesota (and received capitation
grants), 306 (76%) have stayed to practice in Minnesota. Since 1972, the legislature has provided grants to
Minnesota residents. These capitation grants provided by the state are used to offset tuition paid by Minnesota
medical school students. All state monies are directly given to Minnesota students to reduce their tuition
payment. Tuition for 2004-2005 is $23,500. The FY 2004 state appropriation provided capitation grants of
$12,850 for up to 40 students.

Key Measures
ÿ As of July 2003, 628 (63%) of the total matriculants to Mayo Medical School were Minnesota residents.
ÿ 42% is the five-year average for Mayo Medical School graduates entering primary care residency programs.
ÿ As of July 2003, 380 (36%) total graduates of Mayo Medical School are practicing medicine in Minnesota

Number of Mayo Medical School Graduates Choosing Primary Care Residency Training Programs

Graduates of
MMS 2000

Graduates of
MMS 2001

Graduates of
MMS 2002

Graduates of
MMS 2003

Graduates of
MMS 2004

14 for 39% 16 for 41% 14 for 36% 19 for 44% 14 for 35%

Program at a Glance

As of July 2003:
♦ 63% of matriculants to the Mayo Medical

School were from Minnesota.
♦ 35% of Mayo Medical School graduates are

practicing medicine in Minnesota.
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Contact
Assistant Dean Barbara L. Porter
Mayo Medical School
200 First Street SW
Rochester, Minnesota 55906
Phone: (507) 284-3627
Fax: (507) 284-2634
E-mail: bporter@mayo.edu

mailto:bporter@mayo.edu


MAYO FOUNDATION
Program: MAYO MEDICAL SCHOOL Program Summary

Dollars in Thousands
Current Governor Recomm. Biennium

FY2004 FY2005 FY2006 FY2007 2006-07

State of Minnesota Page 6 2006-07 Biennial Budget
Background 1/25/2005

Direct Appropriations by Fund
General

Current Appropriation 514 514 514 514 1,028
Subtotal - Forecast Base 514 514 514 514 1,028

Total 514 514 514 514 1,028

Expenditures by Fund
Direct Appropriations

General 514 514 514 514 1,028
Total 514 514 514 514 1,028

Expenditures by Category
Local Assistance 514 514 514 514 1,028
Total 514 514 514 514 1,028

Expenditures by Activity
Mayo Medical School 514 514 514 514 1,028
Total 514 514 514 514 1,028
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Program: MAYO FAMILY Narrative
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Program Description
The Mayo Department of Family Medicine Residency
program educates and inspires residents and fellows to
pursue careers as family physicians by emphasizing rural
primary care augmented by subspeciality training.

Population Served
The program has provided the state of Minnesota with 83
family physicians, with 42% of these practicing in rural
communities. The program is located at the Mayo Family
Clinic – Kasson, a rural community in Dodge County,
serving a population area of close to 18,000.

Services Provided
The residency-training program prepares the prospective family physician for primary care medicine in all
settings, with special emphasis on rural or smaller communities. The residents in training spend a major portion
of their training providing ambulatory, primary, and continuity care. The residents participate fully in the
department’s population management initiatives to improve the quality, and decrease the cost of
employee/dependent healthcare.

Historical Perspective
The three-year training program was established in 1978, beginning with four residents. It has included a
maximum of 25 resident trainees. Over time it has grown in size and success, with all training positions being
filled for the past 23 years. The program has graduated 154 family physicians. The Minnesota capitation
appropriation has supported residents’ training stipends since 1978-79.

Key Measures
ÿ Percent of Family Medicine Graduates Practicing in Minnesota.
ÿ Graduates Practicing in Family Medicine Since Program Beginning.

Program at a Glance

♦ All positions filled for the last 23 years.
♦ 54% of program graduates practicing in

Minnesota.
♦ 23% practice in rural areas in Minnesota.
♦ Graduating residents consistently score above

average on board exams with a 99% pass
rate on the first attempt.

Family Medicine Graduates Practicing in
Minnesota
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Program Funding
The program’s calendar year 2004 operating expense budget is $2,168,864. (For calendar year 2003, Mayo
Clinic supported 74% of the program and the state capitation appropriation of $529,663 supported 26% of the
program cost.) The appropriation for the 2004-2005 biennium is $531,000 each year. The appropriation supports
$22,125 of the stipend for each of the 24 residents.

Contact
Dr. Robert T. Flinchbaugh
Residency Program Director
200 First Street South West
Rochester, Minnesota 55906
Phone: (507) 284-6805
E-mail: flinchbaugh.robert@mayo.edu

Mark Rieder
Administrator
200 First Street South West
Rochester, Minnesota 55906
Phone: (507) 284-2904
E-mail: rieder.mark@mayo.edu

Graduates Practicing in Family Medicine Since
the Beginning of the Program (1981)
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Program: MAYO FAMILY & RESIDENCY Program Summary

Dollars in Thousands
Current Governor Recomm. Biennium

FY2004 FY2005 FY2006 FY2007 2006-07

State of Minnesota Page 9 2006-07 Biennial Budget
Background 1/25/2005

Direct Appropriations by Fund
General

Current Appropriation 531 531 531 531 1,062
Subtotal - Forecast Base 531 531 531 531 1,062

Total 531 531 531 531 1,062

Expenditures by Fund
Direct Appropriations

General 472 531 531 531 1,062
Total 472 531 531 531 1,062

Expenditures by Category
Local Assistance 472 531 531 531 1,062
Total 472 531 531 531 1,062

Expenditures by Activity
Mayo Family & Residency 472 531 531 531 1,062
Total 472 531 531 531 1,062
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Program Description
Since 1996 the mission of the St. Cloud Hospital/Mayo
Family Medicine Residency Program is to train family
physicians to practice in rural communities. This 4/4/4
program (four residents in each class of a three-year
program) is the only residency at St. Cloud Hospital, and
the only residency in central and western Minnesota. The
program has been fully accredited by the Accreditation
Council for Graduate Medical Education (ACGME).

Population Served
The program is located at the Mid-Minnesota Family Practice Center in St. Cloud, and serves all patients
regardless of their ability to pay. The residency clinic sees 20,000 visits each year and is the safety-net provider
for all of central Minnesota. The clinic and faculty have been recognized in their dedication of medical services to
the underserved by state and local government agencies. In the short history of this residency, 68% of all
graduates are practicing in Minnesota, and 60% of all graduates are practicing in a rural community in Minnesota.

Services Provided
The residency program trains family physicians for primary care medicine in all settings, especially in small and
rural communities. The residents train in hospitals and clinics in St. Cloud and throughout central Minnesota.
Obstetrical care and procedures needed in smaller communities are emphasized.

Historical Perspective
The program was launched with a $120,000 state appropriation in 1997. The legislature intends that “the
program shall prepare doctors to practice primary care medicine in the rural areas of the state, and will improve
healthcare in rural communities, provide affordable access to appropriate medical care, and manage the
treatment of patients in a more cost-effective manner.” The state appropriation goes directly to the residency
program participants to provide stipend support. The three-year training program has a maximum of 12 residents,
with four in class. The program has graduated 22 family physicians and all remain in practice.

Key Measures
ÿ Sixty-eight percent of Family Medicine graduates practicing in Minnesota
ÿ All 22 graduates practicing in Family Medicine since program beginning
ÿ Residents have scored above average on board exams

Program Funding
The program’s current annual operating budget is $2,062,880. St. Cloud Hospital supports 72% of the program.
Eleven percent of the program’s funding came through the medical education and research costs (MERC) fund
that is administered by the Minnesota Department of Heath, and the state capitation grant supported the
remaining 17% of program. The capitation grant appropriation for each year of the FY 2004-05 biennium is
$345,996 (or $28,833 for each of the 12 residents).

Contact
Diane Buschena–Brenna, Program Administrator
1520 Whitney Court, Suite 200
St. Cloud, Minnesota 56303
Phone: (320) 240-3157
E-mail: buschena-brennad@centracare.com

Program at a Glance

♦ First class in 1996; all positions filled since
program began.

♦ Only residency in central Minnesota.
♦ 68% of program graduates practicing in

Minnesota.
♦ 60% of those practicing in Minnesota practice

in rural areas.

mailto:buschena-brennad@centracare.com
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Dollars in Thousands
Current Governor Recomm. Biennium

FY2004 FY2005 FY2006 FY2007 2006-07
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Direct Appropriations by Fund
General

Current Appropriation 346 346 346 346 692
Subtotal - Forecast Base 346 346 346 346 692

Total 346 346 346 346 692

Expenditures by Fund
Direct Appropriations

General 346 346 346 346 692
Total 346 346 346 346 692

Expenditures by Category
Local Assistance 346 346 346 346 692
Total 346 346 346 346 692

Expenditures by Activity
St Cloud Hospital/Family Med 346 346 346 346 692
Total 346 346 346 346 692
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BUREAU OF MEDIATION SERVICES
State of Minnesota

BMS
January 25, 2005

To the 2005 Minnesota Legislature:

On behalf of Governor Pawlenty, I am pleased to submit the Bureau of Mediation Service's budget
recommendation for the FY 2006-07 budget. This budget includes a total of $3,546,000 in expenditures from the
state's General Fund.

With this budget recommendation, we will be able to maintain our commitment to delivering quality services to
state agencies and to the public. The proposed budget will support our statutory and core functions, which
include:

• Assisting parties in resolving collective bargaining disputes.
• Resolving questions of labor union representation and bargaining unit structure.
• Supporting, training and facilitating joint labor management committees.
• Providing technical training.
• Developing and maintaining a roster of labor arbitrators.
• Promoting the use of alternative dispute resolution and mediation programs by state agencies for non-

labor disputes.

The need for the labor-management cooperative efforts and services that the Bureau provides has increased in
many areas as the complexity of labor-management issues has grown.

This budget recommendation will assist us in accomplishing our mission of promoting stable and constructive
labor-management relations throughout the state.

I would appreciate your support and consideration of this budget request. Please feel free to contact me if you
have any questions, or if there is any other information that I can provide.

Sincerely,

James A. Cunningham, Jr.
Commissioner
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MEDIATION SERVICES BUREAU Agency Overview

Dollars in Thousands
Current Governor Recomm. Biennium

FY2004 FY2005 FY2006 FY2007 2006-07

State of Minnesota Page 2 2006-07 Biennial Budget
Governor’s Recommendation 1/25/2005

Direct Appropriations by Fund
General

Current Appropriation 1,773 1,773 1,773 1,773 3,546
Recommended 1,773 1,773 1,773 1,773 3,546

Change 0 0 0 0
% Biennial Change from 2004-05 0%

Expenditures by Fund
Direct Appropriations

General 1,865 1,794 1,773 1,773 3,546
Statutory Appropriations

Special Revenue 3 3 3 3 6
Total 1,868 1,797 1,776 1,776 3,552

Expenditures by Category
Total Compensation 1,433 1,404 1,392 1,392 2,784
Other Operating Expenses 338 290 284 284 568
Local Assistance 97 103 100 100 200
Total 1,868 1,797 1,776 1,776 3,552

Expenditures by Program
Mediation Services 1,868 1,797 1,776 1,776 3,552
Total 1,868 1,797 1,776 1,776 3,552

Full-Time Equivalents (FTE) 17.0 17.0 17.0 17.0
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Agency Purpose
he mission of the Minnesota Bureau of Mediation
Services (BMS) is to promote stable and constructive
labor-management relations and the use of

alternative dispute resolution and collaborative processes in
areas other than labor-management (M.S. Chapters 179
and 179A).

Core Functions
ÿ Assisting parties in resolving collective bargaining

disputes.
ÿ Resolving questions of labor union representation and

bargaining unit structure.
ÿ Supporting, training, and facilitating joint labor

management committees.
ÿ Providing technical training.
ÿ Developing and maintaining a roster of labor arbitrators.
ÿ Promoting the use of alternative dispute resolution and mediation programs by state agencies for non-labor

disputes.

Operations
The primary clientele of BMS includes labor organizations and employers (public, nonprofit, and private). Agency
services are delivered through:
♦ mediating collective bargaining disputes;
♦ determining bargaining units;
♦ conducting and certifying union representation elections;
♦ facilitating labor-management committees and awarding grants to area/industry labor-management councils;

and
♦ training practitioners in labor relations.

Key Measures FY 2004
ÿ Percentage of collective bargaining contract and grievance disputes that are

settled through mediation. 82%

ÿ Percentage of bargaining unit and representation disputes requiring elections
that are processed within 90 days. 94%

ÿ Number of joint labor-management councils and worksite committees
developed and/or supported to increase cooperation. Approx. 61

For updated information and a more complete list of the key measures by which BMS monitors its results, see
http://www.departmentresults.state.mn.us/bms.

Budget
The department’s primary source of funding is a direct appropriation from the General Fund. Current staff
includes 17 full-time equivalent employees.

At A Glance

Minnesota Public Sector Union Representation in
2003:

Employees
Represented
By Unions

%Employees
Represented
By Unions

State 42,000 93
Local 65,000 57
U of M 6,000 29
K-12 85,000 70
Other 5,000 86
Total 203,000 67

T

http://www.dapertmentalresults.state.mn.us/bms
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Contact

Bureau of Mediation Services
1380 Energy Lane, Suite #2

Saint Paul, Minnesota 55108-5253

World Wide Web Home Page: http://www.BMS.state.mn.us

James A. Cunningham, Jr., Commissioner
Phone: (651) 649-5433
Fax: (651) 643-3013

http://www.bms.state.mn.us


Govern or’s Recommen dat ions

MEDICAL PRACTICE BOARD Agency Overview

Dollars in Thousands
Current Governor Recomm. Biennium

FY2004 FY2005 FY2006 FY2007 2006-07

State of Minnesota Page 1 2006-07 Biennial Budget
Governor’s Recommendation 1/25/2005

Direct Appropriations by Fund
State Government Spec Revenue

Current Appropriation 3,498 3,498 3,498 3,498 6,996
Recommended 3,498 3,498 3,404 3,404 6,808

Change 0 (94) (94) (188)
% Biennial Change from 2004-05 -2.7%

Expenditures by Fund
Direct Appropriations

State Government Spec Revenue 2,410 2,847 3,404 3,404 6,808
Open Appropriations

State Government Spec Revenue 48 58 58 58 116
Statutory Appropriations

Special Revenue 0 1 1 1 2
Total 2,458 2,906 3,463 3,463 6,926

Expenditures by Category
Total Compensation 1,421 1,539 1,398 1,393 2,791
Other Operating Expenses 1,037 1,367 1,240 1,245 2,485
Transfers 0 0 825 825 1,650
Total 2,458 2,906 3,463 3,463 6,926

Expenditures by Program
Medical Practice, Board Of 2,458 2,906 3,463 3,463 6,926
Total 2,458 2,906 3,463 3,463 6,926

Full-Time Equivalents (FTE) 23.4 26.0 22.0 21.0



MEDICAL PRACTICE BOARD Change Summary

Dollars in Thousands
Governor’s Recomm. Biennium

FY2005 FY2006 FY2007 2006-07

State of Minnesota Page 2 2006-07 Biennial Budget
Governor’s Recommendation 1/25/2005

Fund: STATE GOVERNMENT SPEC REVENUE
FY 2005 Appropriations 3,498 3,498 3,498 6,996

Technical Adjustments
One-time Appropriations (94) (94) (188)

Subtotal - Forecast Base 3,498 3,404 3,404 6,808
Total Governor's Recommendations 3,498 3,404 3,404 6,808

Fund: STATE GOVERNMENT SPEC REVENUE
Planned Open Spending 58 58 58 116
Total Governor's Recommendations 58 58 58 116

Fund: SPECIAL REVENUE
Planned Statutory Spending 1 1 1 2
Total Governor's Recommendations 1 1 1 2
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Agency Purpose
innesota Statues mandate that the Board of
Medical Practice protects the public. In the interest
of public health, safety, and welfare, and to protect

the public from the unprofessional, improper, incompetent,
and unlawful practice of medicine, it is necessary to provide
laws and regulations to govern the granting and
subsequent use of the license to practice medicine.

ÿ The board protects the public by granting qualified
applicants the privilege to practice in Minnesota.

ÿ The board investigates complaints relating to the
competency or behavior of individual licensees or
registrants.

Core Functions
The board enforces the Medical Practice Act by:
♦ ensuring that applicants for credentials have met all statutory requirements for license or registration;
♦ investigating and responding to public and agency inquiries, complaints, and reports regarding licensed and

registered practitioners;
♦ implementing educational or disciplinary action with impaired or incompetent practitioners, thus ensuring that

standards of care are met; and
♦ providing information and education about licensure requirements and standards of practice to the public and

other interested audiences.

Operations
The board is made up of 11 physicians and five public members, all of whom are appointed by the governor. The
board also regulates acupuncturists, athletic trainers, physician assistants, respiratory care practitioners,
midwives, and professional firms.

Approximately 24 board staff are employed to process licensing and complaint information for the board’s review
and to handle administrative functions. Historically, the board has licensed or registered 2,100 new practitioners
each year. On average, the board receives 700 – 900 complaints per year, resulting in approximately 66
disciplinary orders or corrective action agreements during that time frame.

Budget
Total direct and indirect expenses for the FY 2004-05 biennium are estimated to be $7.524 million. The board
staff includes 24.0 full-time equivalent employees.

Of the total budget for the FY 2004-05 biennium, an estimated $8.418 million will be collected as non-dedicated
revenue and deposited into the state government special revenue fund. The board collects fees charged to
physicians, physician assistants, acupuncturists, athletic trainers, professional firms, midwives, and respiratory
care practitioners. The dedicated revenue is from fees collected for seminars sponsored by the board. The board
is responsible to collect enough revenue to recover all direct and indirect costs.

The board is responsible for the costs of services received from the Attorney General’s Office (AGO), Health
Professional Services Program, Department of Health HIV/HBV/HCV program, and the Administrative Services
Unit. Currently, the board has a partnership agreement with the AGO. Payments are made directly to the AGO
on a quarterly basis. A direct appropriation is given to the Health Professional Services Program, HIV/HBV/HCV
program, and the Administrative Services Unit from the state government special revenue fund. The board must
ensure that sufficient revenue is collected through its fees to fund their portion of these programs costs.

At A Glance

Biennial Budget – FY 2004-05:

Total Estimated Expenses: $7.524 million

Total Estimated Revenues: $8.418 million

Staff: 24.0 Full-time equivalent employees

Minnesota Board of Medical Practice
License Statistics

(As of July 15, 2004)

Total Licensed : 21,164

M
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Contact

Minnesota Board of Medical Practice
2829 University Avenue Southeast, Suite 400

Minneapolis, Minnesota 55414-3246

The website at: http://www.bmp.state.mn.us gives visitors easy access to useful information
about medical practice. Types of information available through the website include;
regulatory news and updates, rules and Minnesota statutes, public notices, and forms.

Robert Leach, Executive Director
E-mail: Robert.Leach@state.mn.us
Phone: (612) 617-2130
Fax: (612) 617-2166

http://www:bmp.state.mn.us
mailto:robert.leach@state.mn.us


MEDICAL PRACTICE BOARD Agency Revenue Summary

Dollars in Thousands
Actual Budgeted Governor’s Recomm. Biennium
FY2004 FY2005 FY2006 FY2007 2006-07

State of Minnesota Page 5 2006-07 Biennial Budget
Appendix 1/25/2005

Non Dedicated Revenue:
Departmental Earnings:

State Government Spec Revenue 4,218 4,200 4,200 4,200 8,400
Total Non-Dedicated Receipts 4,218 4,200 4,200 4,200 8,400

Dedicated Receipts:
Departmental Earnings:

Special Revenue 0 1 1 1 2
Total Dedicated Receipts 0 1 1 1 2

Agency Total Revenue 4,218 4,201 4,201 4,201 8,402
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Metropolitan Council

January 25, 2005

To the 2005 Legislature:

On behalf of Governor Pawlenty, I am pleased to submit the Metropolitan Council’s recommendation for regional
parks operating and maintenance funding for the FY 2006-07 budget.

This budget consists of $8.3 million from Lottery in Lieu of Sales Tax revenues, and $6.6 million from the state
General Fund.

The Twin Cities regional park system consists of 52,000
acres, of which 21,000 have been acquired with State and
Metropolitan Council funds. In 2003, there were over 30.5
million visits. Forty percent of those visits are by persons
residing outside the jurisdiction of the ten local agencies
that own and operate the park system. Those agencies are
Anoka, Carver, Dakota, Ramsey, Scott and Washington
Counties; the cities of Bloomington and St. Paul; the
Minneapolis Park & Recreation Board; and Three Rivers
Park District.

The Metropolitan Council distributes State appropriations to
supplement local property taxes and user fees to operate
and maintain the regional parks in the metropolitan area. In SFY 2004 and 2005, these funds provided about
10% of the total operating and maintenance costs of these regional assets.

In the 2004/2005 biennium, this appropriation was handled through the DNR budget. To streamline operations,
this appropriation is being made directly to the Metropolitan Council in the 2006/2007 biennium.

We look forward to working with the legislature in the coming months.

Sincerely,

Peter Bell
Chair, Metropolitan Council

Metropolitan Council - Regional Parks
$14.9 Million FY 2006-07 Funds

Lottery in
Lieu of Sales

Taxes
56%

General
Fund
44%



Govern or’s Recommen dat ions

METROPOLITAN COUNCIL Agency Overview

Dollars in Thousands
Current Governor Recomm. Biennium

FY2004 FY2005 FY2006 FY2007 2006-07

State of Minnesota Page 2 2006-07 Biennial Budget
Governor’s Recommendation 1/25/2005

Direct Appropriations by Fund
General

Current Appropriation 0 0 0 0 0
Recommended 0 0 3,300 3,300 6,600

Change 0 3,300 3,300 6,600
% Biennial Change from 2004-05 n.m.

Natural Resources
Current Appropriation 0 0 0 0 0
Recommended 0 0 4,152 4,152 8,304

Change 0 4,152 4,152 8,304
% Biennial Change from 2004-05 n.m.

Expenditures by Fund
Direct Appropriations

General 0 0 3,300 3,300 6,600
Natural Resources 0 0 4,152 4,152 8,304

Total 0 0 7,452 7,452 14,904

Expenditures by Category
Local Assistance 0 0 7,452 7,452 14,904
Total 0 0 7,452 7,452 14,904

Expenditures by Program
Metro Parks 0 0 7,452 7,452 14,904
Total 0 0 7,452 7,452 14,904



METROPOLITAN COUNCIL Change Summary

Dollars in Thousands
Governor’s Recomm. Biennium

FY2005 FY2006 FY2007 2006-07

State of Minnesota Page 3 2006-07 Biennial Budget
Governor’s Recommendation 1/25/2005

Fund: GENERAL
FY 2005 Appropriations 0 0 0 0

Technical Adjustments
Transfers Between Agencies 3,300 3,300 6,600

Subtotal - Forecast Base 0 3,300 3,300 6,600
Total Governor's Recommendations 0 3,300 3,300 6,600

Fund: NATURAL RESOURCES
FY 2005 Appropriations 0 0 0 0

Technical Adjustments
Transfers Between Agencies 4,152 4,152 8,304

Subtotal - Forecast Base 0 4,152 4,152 8,304
Total Governor's Recommendations 0 4,152 4,152 8,304
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Agency Purpose
he Metropolitan Council is a political subdivision of

the state governed by a chairperson and 16 council
members representing districts and appointed by the

governor. The mission of the Metropolitan Council is to
develop, in cooperation with local communities, a
comprehensive regional planning framework, focusing on
transportation, wastewater, parks, and aviation systems
that guide the efficient growth of the metropolitan area. The
council operates transit and wastewater services and
administers housing and other grant programs.

The seven-county metropolitan area is an economically
stable region that is expected to grow by 966,000 people,
471,000 households, and 563,000 jobs by 2030. In recent
years, traffic congestion levels have been growing in the
region and are projected to continue to increase.
Congestion is an important issue of concern to citizens and
will influence the region’s future economic competitiveness.
The council is supporting transportation improvements and
transit-oriented development to help alleviate congestion.

Core Functions
The council’s main functions are:
♦ providing long-range comprehensive planning for

transportation, airports, and wastewater;
♦ operating the regional transit system;
♦ operating the regional wastewater treatment system;
♦ coordinates system-wide planning and capital improvement funding for regional parks system; and
♦ operating a regional housing and redevelopment authority that provides assistance to low-income families in

the region.

Operations
The council works to manage its services and infrastructure development to ensure a competitive and livable
region in the future.

The Community Development Division includes functions such as Planning and Technical Assistance,
Research, Geographic Information Systems, the Metropolitan Housing and Redevelopment Authority, and Livable
Communities. It also coordinates the Regional Parks Program.

♦ administers regional park planning by designating lands to be acquired by cities, counties, and special parks
districts as regional recreation open space under MS 473.147; distributes state appropriations to these
agencies to acquire land and develop recreation facilities under MS 473.315; and distributes state
appropriations to supplement local property taxes and user fees to operate and maintain the regional park
system under MS 473.351.

The regional park system consists of 52,000 acres, of which 21,000 have been acquired with state and
Metropolitan Council funds since 1974. Approximately $225 million of state and Metropolitan Council funds
have been invested to develop new parks and trails and rehabilitate existing parks and trails since 1974.
Since 1985, the State has appropriated $78 million of General Fund and Lottery-in-Lieu-of-Sales-Tax
revenues to help finance the operations and maintenance of the regional park system. In 2003, there were
over 30.5 million visits to the regional parks system.

At A Glance

All Council Functions:
♦ 3,718 Employees
♦ $424 million Annual Operating Budget
♦ 300 million gallons of wastewater treated
♦ 6,000 families in the Section 8 program
♦ 193 local government comprehensive plans

reviewed

Transportation Functions:
♦ 2,718 Employees
♦ $304 million Annual Operating Budget
♦ $112.1 million Biennial State General Fund

appropriation
♦ $110 million annual projected Motor Vehicle

Sales Tax (MVST) ($133 with opt-outs)

Regional Park System:
♦ 52,000 acres
♦ 30.5 million visits a year
♦ administered by ten local agencies: Anoka,

Carver, Dakota, Ramsey, Washington,
Bloomington, Minneapolis, St. Paul, Three
Rivers, and Scott

T
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♦ administers the Livable Communities Act, which has awarded $112.3 million in grants to metropolitan area
communities to help them clean up polluted land for redevelopment and new jobs, create efficient, cost-
effective development and redevelopment and provide affordable housing opportunities.

The Environmental Services Division owns and maintains approximately 600 miles of regional sewers and
treats an average of almost 300 million gallons of wastewater daily at eight regional treatment plants for a total of
96 billion gallons treated in 2003. The division maintains near-perfect compliance with clean water discharge
permits. In 2003, all eight treatment plants received significant awards. The division is fully fee funded, and its
rates are below national average. In addition, the division works with about 800 industrial clients in the metro
area to reduce pollution and provides water resources monitoring and analysis for the entire region.

The Transportation Division is responsible for regional transportation planning including aviation, highway, and
transit systems as well as transit operations. The state of Minnesota provides about 60% of the funding for the
council’s transportation function. The function is funded by state General Fund dollars, Motor Vehicle Sales Tax,
federal revenue, and fares. The division:
ÿ Develops transportation policy for the metropolitan region, and implements transportation policy through its

own programs and through coordination with the federal, state, and local governments.
ÿ Develops and updates the five-year transit plan, and the federal Transportation Improvement Program (TIP)

for the metropolitan area. Acts as the federally designated Metropolitan Planning Organization and manages
the allocation of federal transportation funds.

ÿ Operates Metro Transit, the largest transit provider in the region, with more that 67 million rides in 2003.
Metro Transit opened the Hiawatha Light Rail line in 2004. Provides Metro Mobility, the region's Americans
with Disabilities paratransit service. Manages contracted regular route and dial-a-ride services.

ÿ Promotes transit and other alternative modes of transportation through Metro Commuter Services programs
and with travel demand management organizations

Budget
The council adopts an annual budget for its operations. The 2004 annual adopted operating budget is $424
million. Organization staff includes 3,718 full-time equivalents.

Of the total council budget, $304 million is for transportation, $104 million for environmental services and $17
million for planning and administration.

2004 Total Operating Budget by Functions

Metro Transit
38%

Regional
Administration

1%

Transportation
Services

12%

Debt Services
18%

Pass-Through
12%

Community
Development

2%

Environmental
Services

17%

2004 Transportation Operating
Budget By Funding

Other
1%

M VST
40%

P ro perty
Tax
11%

Fares
21%

State GF
18%

Federal
9%
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Contact

Metropolitan Council
230 East Fifth Street

Saint Paul, Minnesota 55101

Peter Bell, Chair Tom Weaver, Regional Administrator
Phone: (651) 602-1453 Phone: (651) 602-1723
Fax: (651) 602-1358 Fax: (651) 602-1358
Home Page: http://www.metrocouncil.org

For information on how this agency measures whether it is meeting its statewide goals,
please refer to http://www.departmentresults.state.mn.us/.

http://www.metrocouncil.org
http://www.dapertmentalresults.state.mn.us
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State of Minnesota Page 1 2004-05 Biennial Budget
Governor’s Recommendation 1/25/2005

Metropolitan Council

January 25, 2005

To the 2005 Legislature:

On behalf of Governor Pawlenty, I am pleased to submit the Metropolitan Council’s recommendation for
metropolitan transit operations for the FY 2006-07 budget.

This budget consists of $106.906 million from the
state’s General Fund for bus transit; $255.721 million
from the state Motor Vehicle Sales Tax (MVST) for bus
transit; and $9.350 million from the state’s General
Fund for light rail transit. This includes a 40% increase
($2.65 million) for the recently opened Hiawatha Light
Rail line. The Governor is not recommending any
changes to these current law funding levels. State
funds represent approximately 62% of the total
operating funds used for metropolitan transit programs,
with fares comprising 24%, and other sources making
up the balance.

As the graphic indicates, there are six transit programs in the Twin Cities, which provided over 73.1 million rides in
2003. These programs:

• Provide access to jobs, primarily during peak traffic periods, as 80% of riders are going to or from work.

• Mitigate congestion in heavily traveled corridors during peak traffic, carrying the equivalent of up to one and a
half lanes of traffic on key congested highways at peak periods.

• Provide mobility for citizens regardless of economic status or physical ability.

• Support disabled and elderly persons living outside of institutional settings.

We look forward to working with the legislature in the coming months.

Sincerely,

Peter Bell
Chair, Metropolitan Council

Metropolitan Council - Transit
$372.0 Million FY 2006-07

Metro
Transit Bus

66%

Metro
Transit Rail

3%

Opt Out
12%

Metro
Mobility

13%
Other*

6%

* Contracted Regular Routes, Committee
Programs, and Transportation Planning



Govern or’s Recommen dat ions

METROPOLITAN COUNCIL Agency Overview

Dollars in Thousands
Current Governor Recomm. Biennium

FY2004 FY2005 FY2006 FY2007 2006-07

State of Minnesota Page 2 2006-07 Biennial Budget
Governor’s Recommendation Revised March 2005

Direct Appropriations by Fund
General

Current Appropriation 56,810 57,910 57,910 57,910 115,820
Recommended 56,810 57,910 57,503 58,753 116,256

Change 0 (407) 843 436
% Biennial Change from 2004-05 1.3%

Expenditures by Fund
Direct Appropriations

General 55,893 56,173 57,503 58,753 116,256
Statutory Appropriations

Metro Area Transit 127,672 122,120 120,766 126,055 246,821
Total 183,565 178,293 178,269 184,808 363,077

Expenditures by Category
Local Assistance 183,565 178,293 178,269 184,808 363,077
Total 183,565 178,293 178,269 184,808 363,077

Expenditures by Program
Met Council Transit 183,565 178,293 178,269 184,808 363,077
Total 183,565 178,293 178,269 184,808 363,077



METROPOLITAN COUNCIL Change Summary

Dollars in Thousands
Governor’s Recomm. Biennium

FY2005 FY2006 FY2007 2006-07

State of Minnesota Page 3 2006-07 Biennial Budget
Governor’s Recommendation Revised March 2005

Fund: GENERAL
FY 2005 Appropriations 57,910 57,910 57,910 115,820

Technical Adjustments
Current Law Base Change (407) 843 436

Subtotal - Forecast Base 57,910 57,503 58,753 116,256
Total Governor's Recommendations 57,910 57,503 58,753 116,256

Fund: METRO AREA TRANSIT
Planned Statutory Spending 122,120 120,766 126,055 246,821
Total Governor's Recommendations 122,120 120,766 126,055 246,821
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Agency Purpose
he Metropolitan Council is a political subdivision of

the state governed by a chairperson and 16 council
members representing districts and appointed by the

governor. The mission of the Metropolitan Council is to
develop, in cooperation with local communities, a
comprehensive regional planning framework, focusing on
transportation, wastewater, parks, and aviation systems
that guides the efficient growth of the metropolitan area.
The council operates transit and wastewater services, and
administers housing and other grant programs.

The seven-county metropolitan area is an economically
stable region that is expected to grow by 966,000 people,
471,000 households, and 563,000 jobs by 2030. In recent
years, traffic congestion levels have been growing in the
region and are projected to continue to increase.
Congestion is an important issue of concern to citizens and
will influence the region’s future economic competitiveness.
The council is supporting transportation improvements and
transit-oriented development to help alleviate congestion.

Core Functions
The council’s main functions are:
♦ providing long-range comprehensive planning for

transportation, airports, and wastewater;
♦ operating the regional transit system;
♦ operating the regional wastewater treatment system;
♦ coordinates system-wide planning and capital improvement funding for regional parks system; and
♦ operating a regional housing and redevelopment authority that provides assistance to low-income families in

the region.

Operations
The council works to manage its services and infrastructure development to ensure a competitive and livable
region in the future.

The Transportation Division is responsible for regional transportation planning including aviation, highway, and
transit systems as well as transit operations. The state of Minnesota provides about 60% of the funding for the
council’s transportation function. The function is funded by state General Fund dollars, Motor Vehicle Sales Tax,
federal revenue and fares. The division:
ÿ Develops transportation policy for the metropolitan region, and implements transportation policy through its

own programs and through coordination with the federal, state, and local governments.
ÿ Develops and updates the five-year transit plan, and the federal Transportation Improvement Program (TIP)

for the metropolitan area. Acts as the federally designated Metropolitan Planning Organization and manages
the allocation of federal transportation funds.

ÿ Operates Metro Transit, the largest provider of regular-route service in the region with more that 67 million
rides in 2004 on 130 local, express, and contract bus routes. Metro Transit opened the state’s first light-rail
line in 2004. It also manages corporate transit programs for more than 100 employers. Provides Metro
Mobility, the region's Americans with Disabilities paratransit service. Manages contracted regular route and
dial-a-ride transit services.

ÿ Promotes transit and other alternative modes of transportation through Metro Commuter Services programs
and with travel demand management organizations

At A Glance

All Council Functions:
♦ 3,718 Employees
♦ $424 million Annual Operating Budget
♦ 300 million gallons of wastewater treated
♦ 6,000 families in the Section 8 program
♦ 193 local government comprehensive plans

reviewed

Transportation Functions:
♦ 2,718 Employees
♦ $304 million Annual Operating Budget
♦ $112.1 million Biennial State General Fund

appropriation
♦ $110 million annual projected Motor Vehicle

Sales Tax (MVST) ($133 with opt-outs)

Regional Park System:
♦ 52,000 acres
♦ 30.5 million visits a year
♦ administered by ten local agencies: Anoka,

Carver, Dakota, Ramsey, Washington,
Bloomington, Minneapolis, St. Paul, Three
Rivers, and Scott

T
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The Environmental Services Division owns and maintains approximately 600 miles of regional sewers, and
treats an average of almost 300 million gallons of wastewater daily at eight regional treatment plants for a total of
96 billion gallons treated in 2003. The division maintains near-perfect compliance with clean water discharge
permits. In 2003, all eight treatment plants received significant awards. The division is fully fee funded, and its
rates are below national average. In addition the division works with about 800 industrial clients in the metro area
to reduce pollution, and provides water resources monitoring, and analysis for the entire region.

The Community Development Division includes functions such as Planning and Technical Assistance,
Research, Geographic Information Systems, the Metropolitan Housing and Redevelopment Authority, and Livable
Communities. It also coordinates the Regional Parks Program.

♦ administers regional park planning by designating lands to be acquired by cities, counties, and special parks
districts as regional recreation open space under MS 473.147; distributes state appropriations to these
agencies to acquire land and develop recreation facilities under MS 473.315; and distributes state
appropriations to supplement local property taxes and user fees to operate and maintain the regional park
system under MS 473.351.

The regional park system consists of 52,000 acres, of which 21,000 have been acquired with state and
Metropolitan Council funds since 1974. Approximately $225 million of state and Metropolitan Council funds
have been invested to develop new parks and trails and rehabilitate existing parks and trails since 1974.
Since 1985, the State has appropriated $78 million of General Fund and Lottery-in-Lieu-of-Sales-Tax
revenues to help finance the operations and maintenance of the regional park system. In 2003, there were
over 30.5 million visits to the regional parks system.

♦ administers the Livable Communities Act, which has awarded $112.3 million in grants to metropolitan area
communities to help them clean up polluted land for redevelopment and new jobs, create efficient, cost-
effective development and redevelopment and provide affordable housing opportunities.

Budget
The council adopts an annual budget for its operations. The 2004 annual adopted operating budget is $424
million. Organization staff includes 3,718 full-time equivalents.

Of the total council budget, $304 million is for transportation, $104 million for environmental services, and $17
million for planning and administration.

2004 Total Operating Budget by Functions
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Contact

Metropolitan Council
230 East Fifth Street

Saint Paul, Minnesota 55101

Peter Bell, Chair Tom Weaver, Regional Administrator
Phone: (651) 602-1453 Phone: (651) 602-1723
Fax: (651) 602-1358 Fax: (651) 602-1358
Home Page: http://www.metrocouncil.org

For information on how this agency measures whether it is meeting its statewide goals,
please refer to http://www.departmentresults.state.mn.us/.

http://www.metrocouncil.org
http://www.departmentresults.state.mn.us
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DEPARTMENT OF MILITARY AFFAIRS
MINNESOTA ARMY AND AIR NATIONAL GUARD

Transmittal Letter

State of Minnesota Page 1 2006-07 Biennial Budget
Governor’s Recommendation 1/25/2005

STATE OF MINNESOTA
OFFICE OF THE ADJUTANT GENERAL VETERANS SERVICE BUILDING

20 WEST 12TH STREET ST. PAUL, MINNESOTA 55155-2098

January 25, 2005

The 2005 Minnesota Legislature:

On behalf of Governor Pawlenty, the 12,773 members of the Minnesota Army and Air National Guard, and the
department’s 258 state employees, I am pleased to submit the Department of Military Affairs budget
recommendation for fiscal years 2006 and 2007. This
budget consists of approximately $132 million in federal
funding, a request for $35.258 million from the state’s
general fund, and $1 million in dedicated receipts.

This budget reflects increases from our Fiscal Year 2004
– 2005 budget in the area of enlistment incentives for
members of the Minnesota National Guard. The
department should be able to provide funding for the next
two years absent extraordinary tuition increases at the
University of Minnesota. (Reimbursements are capped at
the cost of tuition for lower division programs at the
University of Minnesota.) Overhead costs to support this
program remain extremely low – less that 1% of the total
appropriation is used for employee compensation and
administrative support.

The other areas of the budget have remained stable. The core activities of the department are related to:
implementation and execution of a series of cooperative agreements with the federal government; and operating,
maintaining, and repairing state owned facilities used by the National Guard.

The cooperative agreements require human resources support for the 230 department employees whose salaries
are at least partially reimbursed by the federal government, purchasing and contracting services to execute the
$35 to $40 million dollars in federal funds received annually for construction and repair of supported facilities, and
accounting and budgeting services. This budget maintains that support.

Finally, the proposed budget at least minimally provides the resources necessary to operate and maintain the
facilities used to maintain the readiness of the soldiers and airmen of the Minnesota National Guard. We expect
some shortfalls that will require reprioritizing facility support, but we expect to operate and maintain our facilities at
a clean, safe, and functional level.

Larry W. Shellito
Major General, MN Army National Guard
The Adjutant General

Department of Military Affairs
$32.1 Million FY 2006-07 General Fund

Maintenance
of Training
Facilities

35%

Enlistment
Incentives

54%

General
Support

11%
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MILITARY AFFAIRS DEPT Agency Overview

Dollars in Thousands
Current Governor Recomm. Biennium

FY2004 FY2005 FY2006 FY2007 2006-07

State of Minnesota Page 2 2006-07 Biennial Budget
Governor’s Recommendation Revised March 2005

Direct Appropriations by Fund
General

Current Appropriation 12,354 12,204 12,204 12,204 24,408
Recommended 12,354 12,204 17,554 17,554 35,108

Change 0 5,350 5,350 10,700
% Biennial Change from 2004-05 43%

Expenditures by Fund
Direct Appropriations

General 12,252 13,808 17,554 17,554 35,108
Open Appropriations

General 144 730 382 471 853
Statutory Appropriations

General 62 60 60 60 120
Special Revenue 658 661 667 672 1,339
Federal 27,034 46,787 47,753 48,147 95,900
Gift 0 0 675 1,710 2,385

Total 40,150 62,046 67,091 68,614 135,705

Expenditures by Category
Total Compensation 13,852 14,588 15,502 15,963 31,465
Other Operating Expenses 20,349 25,957 23,183 23,210 46,393
Capital Outlay & Real Property 258 15,972 17,136 17,136 34,272
Payments To Individuals 5,366 5,023 10,764 11,799 22,563
Local Assistance 325 506 506 506 1,012
Total 40,150 62,046 67,091 68,614 135,705

Expenditures by Program
Maint Training Facilities 31,949 53,586 53,398 53,794 107,192
General Support 2,254 2,588 2,429 2,432 4,861
Enlistment Incentives 5,653 5,142 10,882 11,917 22,799
Emergency Services 294 730 382 471 853
Total 40,150 62,046 67,091 68,614 135,705

Full-Time Equivalents (FTE) 250.9 249.2 249.2 249.2
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Governor’s Recomm. Biennium

FY2005 FY2006 FY2007 2006-07
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Fund: GENERAL
FY 2005 Appropriations 12,204 12,204 12,204 24,408

Technical Adjustments
Biennial Appropriations 75 75 150

Subtotal - Forecast Base 12,204 12,279 12,279 24,558

Change Items
100% Tuition Reimbursement 0 3,850 3,850 7,700
Eliminate Emergency Service Direct Appr 0 (75) (75) (150)
Reenlistment Bonus 0 1,500 1,500 3,000

Total Governor's Recommendations 12,204 17,554 17,554 35,108

Fund: GENERAL
Planned Open Spending 730 307 396 703

Change Items
Eliminate Emergency Service Direct Appr 0 75 75 150

Total Governor's Recommendations 730 382 471 853

Fund: GENERAL
Planned Statutory Spending 60 60 60 120
Total Governor's Recommendations 60 60 60 120

Fund: SPECIAL REVENUE
Planned Statutory Spending 661 667 672 1,339
Total Governor's Recommendations 661 667 672 1,339

Fund: FEDERAL
Planned Statutory Spending 46,787 47,753 48,147 95,900
Total Governor's Recommendations 46,787 47,753 48,147 95,900

Fund: GIFT
Planned Statutory Spending 0 0 0 0

Change Items
Support Our Troops 0 675 1,710 2,385

Total Governor's Recommendations 0 675 1,710 2,385
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Fiscal Impact ($000s) FY 2006 FY 2007 FY 2008 FY 2009

General Fund
Expenditures $3,850 $3,850 $3,850 $3,850
Revenues 0 0 0 0

Other Fund
Expenditures 0 0 0 0
Revenues 0 0 0 0

Net Fiscal Impact $3,850 $3,850 $3,850 $3,850

Recommendation
The Governor recommends increasing the appropriation for tuition reimbursement from its current $4.857 million
to $8.707 million – an increase of $3.85 million per year. This increase will allow the department to reimburse
Minnesota National Guard members at the 100% level as authorized by state statute.

Background
The number one goal for the Minnesota National Guard is to maintain its personnel strength. The National Guard
incentives program is used to help attract and retain soldiers and airmen qualified to perform their federal, state,
and community missions. It has been an excellent tool, enabling the Minnesota National Guard to achieve its
recruiting and retention goals and to attract and retain women and minority members. Minnesota has been
ranked number 1 in non-prior service recruiting for the last several years. The cornerstone of this program is the
tuition reimbursement program.

This increase is important to avoiding erosion in personnel strength coupled with increased difficulties in attracting
and retaining female and minority members. Personnel strength is the prime determinant in federal funding for
most programs associated with the National Guard. Loss of personnel strength reduces funding and also
negatively impacts the ability of its members to perform their federal, state, and community missions.

The department competes for National Guard members not only with other employers and programs within the
state, but also with bordering states. Currently both Wisconsin and North Dakota offer tuition assistance to
National Guard members at a level equivalent to 100% reimbursement when coupled with other programs.

Due to budgetary constraints, the department currently pays only about 80% of the lower division rate. This
increase would allow the department to pay the 100% rate allowed under statute and adjusts for projected
increases in the tuition rates of about 5.5% per year.

Relationship to Base Budget
This represents a $3.85 million increase in the base appropriation for tuition reimbursement.

Key Measures
Funding at the requested levels will assist the National Guard in meeting its personnel strength objectives. These
objectives are measurable by comparing year-end strength levels. The department also closely monitors and
reports on its female and minority participation rates. We would expect these to continue to rise as reported in the
budget narrative.

Alternatives Considered
Other incentives/changes considered include low interest home improvement loans, child care vouchers, other tax
credits, and bonuses for services, however, the tuition reimbursement program is the departments number one
tool for enlistment incentives and is our first priority.
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Fiscal Impact ($000s) FY 2006 FY 2007 FY 2008 FY 2009

General Fund
Expenditures

Direct Appropriation ($75) ($75) ($75) ($75)
Open Appropriation 75 75 75 75

Other Fund
Expenditures 0 0 0 0
Revenues 0 0 0 0

Net Fiscal Impact $0 $0 $0 $0

Recommendation
The Governor recommends increasing the open appropriation for emergency services from the General Fund of
$75,000 annually to Military Affairs for FY 2006 and FY 2007 and reducing the direct appropriation from the
General Fund by the same amount.

Background
The provisions of M.S. 192.52 provide open appropriation authority to pay the costs incurred by military personnel
ordered to active service duty by the Governor. The statute requires the adjutant general to prepare a memo
outlining how previous funds for the current biennium were spent, any reimbursements that have been made to
the General Fund, as well as the current request to cover costs associated with the activation. This
recommendation will simplify the process of tracking and forecasting expenditures associated with emergency
services.

Relationship to Base Budget
The Governor’s recommendation will not affect the operating budget of the Military Affairs Department.
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Fiscal Impact ($000s) FY 2006 FY 2007 FY 2008 FY 2009

General Fund
Expenditures $1,500 $1,500 $1,500 $1,500
Revenues 0 0 0 0

Other Fund
Expenditures 0 0 0 0
Revenues 0 0 0 0

Net Fiscal Impact $1,500 $1,500 $1,500 $1,500

Recommendation
The Governor recommends expanding the National Guard Incentives Program to include a reenlistment bonus for
mid-career enlisted members.

Background
The current enlistment incentives program for the Minnesota National Guard consists of the Tuition
Reimbursement program. That program is focused on bringing new recruits into the Minnesota National Guard.

One of the comments both the Governor and National Guard leadership has heard from those National Guard
members currently serving is the lack of a program to provide incentives for them to extend their enlistments in
the organization. It is critical that the National Guard is able to retain those mid-career personnel (24 to 32 years
old) who are making career decisions.

Since 9-11-01, over 5,950 Minnesota National Guard Soldiers and Airmen have been activated in support of
military operations around the world, putting their personal lives and careers on hold. This is unprecedented.
They have also responded to the call of the Governor, and in 2004 performed 1,195 days of state active duty for
homeland security, natural disasters, and missing person searches. Guard members also contributed 34,567
hours of community service during 2004.

This program will be aimed at those personnel who have completed their initial six-year enlistment but have fewer
than 12 years of creditable service. The rate currently anticipated will be $1,000 per year with a maximum of
$5,000 per member. It is anticipated that the funding of $1.5 million per year for the program will be sufficient for
the next few years if the department has carry forward authority in this appropriation.

Relationship to Base Budget
This would be an addition of $3 million to our base biennial budget.

Key Measures
To date, the impact of multiple deployments on the ability of the Minnesota National Guard to retain its trained
soldiers and airmen is unknown. We expect this reenlistment bonus will, at a minimum, provide a tool to
encourage continuing service by members and help maintain personnel strength. Every member lost prior to
retirement represents another demand on the recruiting operations to maintain personnel strength. The National
Guard’s current goal for attrition (the measure of losses in the enlisted ranks) is 14% annually. This program will
enhance the department’s ability to meet that goal.

Alternatives Considered
Other incentives/changes considered include low interest home improvement loans, child care vouchers, other tax
credits, and bonuses for services, however, the bonus program is seen as a critical tool in maintaining required
personnel strength and encouraging reenlistment by our trained soldiers and airmen.
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Preliminary Proposal
Fiscal Impact ($000s) FY 2006 FY 2007 FY 2008 FY 2009

General Fund
Expenditures 0 0 0 0
Revenues 0 0 0 0

Other Fund
Expenditures 675 1,710 2,265 2,640
Revenues 0 0 0 0

Net Fiscal Impact 675 1,710 2,265 2,640

Recommendation
The Governor recommends the creation of a “Support Our Troops” fund to assist members of the National Guard,
Reserves, and their dependents experiencing financial difficulties.

Background
When Minnesota members of the National Guard and Reserves are called to active service, they may experience
financial hardships caused by the separation of the family members and/or changes in work patterns or roles. The
Adjutant General will manage the fund and make appropriate distributions based on rules established by the
legislature and state statute.

Relationship to Base Budget
This change will provide grants to those members or the National Guard and Reserves and their families, who are
experiencing financial hardships caused by the service to their state and nation.

Key Measures
The key measure for this program will be the ability to respond to those in need and will be directly related to the
ability of the program to generate sufficient funds to accommodate those needs.

Alternatives Considered
Although this would be a new program at the state level, there are national and local programs in place that
provide various types of relief to military service members and their families and could be used as a model.

Statutory Change : M.S. 190
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Agency Purpose
he Minnesota Department of Military Affairs, also
known as the Minnesota National Guard, “is
comprised of and includes the military forces of the

state, the office of the adjutant general, all military
reservations, military installations, armories, air bases, and
facilities owned or controlled by the state for military
purposes, and civilians employed by the state for the
administration of the military department.” (M.S. Ch.190.05)

ÿ Federal Mission: As a federal entity, military members
of the Minnesota National Guard serve as a reserve
force for the United States Army and Air Force. They
are subject to be called to federal active duty for
extended periods of time by the President.

ÿ State Mission: As a state entity, the Minnesota National
Guard provides support to local law enforcement
agencies during natural disasters and other
emergencies at the direction of the governor.

ÿ Community Mission: The Minnesota National Guard is
also involved in community support projects throughout the state. These projects give our soldiers a chance
to “give back to the community.”

The vision of the Department of Military Affairs is to provide leadership, resources, and support to the National
Guard to assist in accomplishing these three missions.

Core Functions
The Department of Military Affairs provides the structure and resources to accomplish the four core programs that
support the Minnesota National Guard:
♦ Maintenance of Training Facilities
♦ Enlistment Incentives
♦ Emergency Services
♦ General Support

Operations
The department’s customer base is the 12,773 members of the Minnesota Army and Air National Guard, the
directors and managers responsible for the execution of the federal-state cooperative agreements, and the
citizens of the state and nation during emergencies.

The Maintenance of Training Facilities Program is the primary staff section responsible for maintaining the
state’s facilities used to train and house the members of the Minnesota National Guard and to protect the state’s
investment in facilities. Each Air National Guard Base also has a Civil Engineering function that is responsible for
the maintenance of the federal facilities that are supported with state dollars.

The Enlistment Program is responsible for managing the department’s enlistment incentives and tuition
reimbursement programs. These programs provide incentives to the men and women who enlist and maintain
their memberships in the Army and Air National Guard.

Emergency Services is managed by the Military Support directorate of the state staff. They provide the
command and control services to the governor when the National Guard is activated in response to state
emergencies.

General Support provides the general administrative, financial, accounting, budgeting, and human resource
support necessary for the operation of the department.

At A Glance

♦ There are currently 12,773 military members
of the Minnesota National Guard.

♦ The Department of Military Affairs manages
2.4 million square feet (SF) of facilities within
1,450 buildings on 53,000 acres at Camp
Ripley; 588,200 SF in 64 National Guard
Logistical facilities; and 1.7 million SF in 63
National Guard Training and Community
Centers (armories).

♦ The agency annually supports 2,500 National
Guard men and women through its tuition
reimbursement program.

♦ The department has overseen 63,243
National Guard man-days in response to state
emergencies since 1998.

T
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Budget
Of the department’s total budget, 67.3% comes from the federal government through cooperative agreements for
facilities maintenance, telecommunications, security, firefighting, distance learning, and the STARBASE
educational program. The state General Fund accounts for 31.1%, and approximately 1.6% comes from other
sources (local government, facility sales, housing operations, etc.).

The Department of Military Affairs is also responsible for an additional approximately $340 million, received from
the federal government during the state’s biennium. These funds come directly from the federal government, do
not pass through the state treasury, and are paid to individuals and vendors for federal-related activities.

The department’s staff includes 258 employees who approximate 256 full-time equivalents. Only 28 of these
employees are 100% state-funded. The remainder are predominantly federally funded -- some at 100% and most
others at 75% or 80%.

Contact
Department of Military Affairs

Veterans Service Building
20 West 12th Street

Saint Paul, Minnesota 55155

World Wide Web Home Page:
http://www.dma.state.mn.us

Major General Larry W. Shellito
The Adjutant General

Phone: (651)268-8924
Fax: (651)282-4541

For information on how this agency measures whether it is meeting its statewide goals,
please refer to http://www.departmentresults.state.mn.us/

http://www.dma.state.mn.us
http://www.departmentresults.state.mn.us/
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Direct Appropriations by Fund
General

Current Appropriation 12,354 12,204 12,204 12,204 24,408
Recommended 12,354 12,204 17,554 17,554 35,108

Change 0 5,350 5,350 10,700
% Biennial Change from 2004-05 43%

Expenditures by Fund
Direct Appropriations

General 12,252 13,808 17,554 17,554 35,108
Open Appropriations

General 144 730 382 471 853
Statutory Appropriations

General 62 60 60 60 120
Special Revenue 658 661 667 672 1,339
Federal 27,034 46,787 47,753 48,147 95,900
Gift 0 0 675 1,710 2,385

Total 40,150 62,046 67,091 68,614 135,705

Expenditures by Category
Total Compensation 13,852 14,588 15,502 15,963 31,465
Other Operating Expenses 20,349 25,957 23,183 23,210 46,393
Capital Outlay & Real Property 258 15,972 17,136 17,136 34,272
Payments To Individuals 5,366 5,023 10,764 11,799 22,563
Local Assistance 325 506 506 506 1,012
Total 40,150 62,046 67,091 68,614 135,705

Expenditures by Program
Maint Training Facilities 31,949 53,586 53,398 53,794 107,192
General Support 2,254 2,588 2,429 2,432 4,861
Enlistment Incentives 5,653 5,142 10,882 11,917 22,799
Emergency Services 294 730 382 471 853
Total 40,150 62,046 67,091 68,614 135,705

Full-Time Equivalents (FTE) 250.9 249.2 249.2 249.2
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Program Description
The purpose of the Maintenance of Training Facilities program is to protect the state’s investment in state owned
facilities; provide for operating costs of both state and federally supported facilities; and to provide the resources
necessary to construct training facilities in partnership with the federal government.

Budget Activities Included:
ÿ Camp Ripley/Holman
ÿ Armory Maintenance
ÿ Air Base Maintenance – Twin Cities
ÿ Air Base Maintenance – Duluth
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Dollars in Thousands
Current Governor Recomm. Biennium

FY2004 FY2005 FY2006 FY2007 2006-07
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Direct Appropriations by Fund
General

Current Appropriation 5,590 5,590 5,590 5,590 11,180
Subtotal - Forecast Base 5,590 5,590 5,590 5,590 11,180

Total 5,590 5,590 5,590 5,590 11,180

Expenditures by Fund
Direct Appropriations

General 4,774 6,746 5,590 5,590 11,180
Statutory Appropriations

General 62 60 60 60 120
Special Revenue 379 473 475 477 952
Federal 26,734 46,307 47,273 47,667 94,940

Total 31,949 53,586 53,398 53,794 107,192

Expenditures by Category
Total Compensation 12,242 12,982 13,989 14,404 28,393
Other Operating Expenses 19,704 24,782 22,423 22,404 44,827
Capital Outlay & Real Property 0 15,822 16,986 16,986 33,972
Payments To Individuals 3 0 0 0 0
Total 31,949 53,586 53,398 53,794 107,192

Expenditures by Activity
Camp Ripley/Holman 19,847 21,607 21,205 21,415 42,620
Armory Maintenance 7,018 25,301 25,129 25,142 50,271
Air Base Maint-Twin Cities 1,528 2,433 2,549 2,608 5,157
Air Base Maint-Duluth 3,556 4,245 4,515 4,629 9,144
Total 31,949 53,586 53,398 53,794 107,192

Full-Time Equivalents (FTE) 234.0 232.3 232.3 232.3
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Activity Description
This activity provides for the daily operation, maintenance,
and repair of training facilities located at Camp Ripley,
Arden Hills, Holman Field in St. Paul, and various other
logistical facilities located in nine other communities around
the state. Under the provisions of M.S. 190.11, the
Adjutant General is charged with operation, care, and
preservation of facilities and installations. The Adjutant
General may also, under M.S. 190.16, cooperate with the
federal government to construct and maintain facilities
required for training and housing the military forces of the
state.

This activity also provides the structure for acceptance of
significant federal funding for construction, environmental
programs, range operations, and base security. Some
special funds (dedicated revenue) pass through this activity for operational leases of Camp Ripley facilities.

Population Served
This activity primarily serves the 12,773 members of the Minnesota Army and Air National Guard, providing
training, maintenance, and housing facilities. It also serves members of other active and reserve military
components, military members from other nations, and state employees from the departments of Natural
Resources (DNR) and Public Safety – Camp Ripley is the home for the State Patrol’s Rookie Camp and the DNR
Enforcement Training. The Education Center is also used by many other state agencies for training.

Services Provided
This activity provides the state share required to pay for the operation, maintenance, and utility costs for a
multitude of facilities. It also provides some of the staff required to construct and repair facilities throughout the
state.

Historical Perspective
Since FY 2000, the Army National Guard has added 1,225 acres to our supported sites. This is predominantly
the acquisition of additional training area space at Arden Hills. We have also added 140,000 square feet of state
supported facilities. This is due to the replacement of the old Combined Support Maintenance Shop at Camp
Ripley with a new, state of the art facility.

All these facilities support the training of soldiers and repair of equipment used by the Minnesota Army National
Guard which directly affects the readiness posture of the Army National Guard.

Key Measures
We expect the state funds to be used efficiently to support the federal and state missions of the National Guard.
We also expect a high standard of facility maintenance so that employees and military members can focus on
accomplishing their work and so we can provide facilities for civilian use when not required for military use.

A pertinent measure is civilian use of the National Guard Training Facilities at Camp Ripley. Our ability to expand
the use of facilities at Camp Ripley to state government, community agencies, schools, and civic organizations,
reduces the need to build similar facilities in other locations, showcases the outstanding training and educational
facilities, and provides another opportunity for the Minnesota National Guard to give back to the citizens of the
state.

The goal for FY 2003 was 140,000 civilian days. The agency was not able to meet this goal primarily because of
the majority of civilian usage has been related to official government training. As budgets at all levels of
government have been reduced, funds available for training have been severely restricted.

Activity at a Glance

Training Sites – Camp Ripley and Arden Hills
♦ 54,225 acres
♦ 2.5 million square feet of facilities
♦ 1,450 buildings

Logistical Facilities
♦ 64 Structures
♦ 588,200 total square feet; 147,050 state-

supported square feet
♦ 20 acres
♦ $57.4 million investment in facilities
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Activity Funding
Most of the facilities at Camp Ripley are supported 100% with federal funds. However, some square footage is
predominantly used by the state and some support activities must be paid for by the state. The state’s portion
receives a direct appropriation from the General Fund. Some special funds are also generated through the use of
Camp Ripley.

Contact
Facilities Management Office
15000 Highway 15
Little Falls, Minnesota 56345-4173
Phone: (320) 632-7314.
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Dollars in Thousands
Current Governor’s Recomm. Biennium

FY2004 FY2005 FY2006 FY2007 2006-07
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Expenditures by Fund
Direct Appropriations

General 842 933 1,105 1,092 2,197
Statutory Appropriations

General 62 60 60 60 120
Special Revenue 313 400 400 400 800
Federal 18,630 20,214 19,640 19,863 39,503

Total 19,847 21,607 21,205 21,415 42,620

Expenditures by Category
Total Compensation 7,239 7,785 8,378 8,601 16,979
Other Operating Expenses 12,605 13,822 12,827 12,814 25,641
Payments To Individuals 3 0 0 0 0
Total 19,847 21,607 21,205 21,415 42,620

Full-Time Equivalents (FTE) 134.7 134.7 134.7 134.7
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Activity Description
This activity provides the funding for the daily operation,
maintenance, and repair of armories located throughout the
state. Under the provisions of M.S. 190.11, the Adjutant
General is charged with operation, care, and preservation
of facilities and installations. It also provides the structure
for receipt of federal funds for construction, cooperative
agreement funding for federal and community use of
facilities, and federal funding for telecommunications costs.

Population Served
The population served by this program is the Army National Guard soldiers, employees of the department, and to
some extent, citizens of the communities where National Guard facilities are located.

Services Provided
Under this program, Military Affairs operates and maintains 63 National Guard Training and Community Centers
(armories). This activity provides funding for utilities, maintenance and repair, and various inspections. It also
provides funding for some essential facility maintenance equipment. We partner with local government in several
locations to leverage resources to operate and maintain facilities.

These facilities provide space for administrative and logistical support and training for the 10,600 Army National
Guard soldiers located in Minnesota, stationing and support of soldiers called to state active duty by the governor
in response to emergencies, events and programs of government and community organizations, and individuals
including the new Distance Learning programs. Armories also serve as emergency shelters during weather
emergencies.

Historical Perspective
Due to budget constraints and loss of federally supported staffing, the department closed 12 armories in 1991.
Since that time, the National Guard’s strength in Minnesota has increased significantly from a low of
approximately 8,900 in 1991 to 12,500 today. Most recently, the department laid off its state-funded general
maintenance worker staff, leaving most state owned facilities without custodial services.

The National Guard has been called upon to perform a greater role in the defense of the nation and state since
9-11-01. This has resulted in extremely high operations pace in the military organizations throughout the state
creating a greater burden on the facilities and personnel.

Key Measures
One of the measures of the effectiveness of our preventative maintenance program is the level of maintenance
backlog. This measure is directly affected by the amount of money available for major repairs through the capital
budget program, but an effective preventative maintenance program can prevent minor repairs becoming much
more expensive major repairs. The following chart shows the actual backlog as measured on January 1 of each
year. The backlog has increased due to aging facilities, reduced funding for major repairs, loss of custodial
support, and increased facility use.

Activity at a Glance

Support provided for operation of:
♦ 63 facilities;
♦ 1.7 million square feet of building space;
♦ 251 acres of supporting property; and
♦ $249.4 million of investment in facilities.
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Activity Funding
The state is responsible for maintenance, operation, and upkeep of armory facilities. Some funds are received
from the federal government where we share with or lease space to other military organizations, and some local
funds are provided where we partner with local government in the operation, maintenance, and use of facilities.
We also receive federal funds under cooperative agreements whereby the federal government provides 75% of
the basic costs of facility construction. The federal government pays 100% of the telecommunications costs for
these facilities.

The state received increased federal funding in FY 2002 and FY 2003 related to completion of the Training and
Community center in Mankato and anticipated projects including the design of a maintenance facility in Arden
Hills. Prior to FY 2002, some federal construction dollars were tracked under a different accounting structure.

Contact
Bill Kuesel, Division of Public Works
Facilities Management Office
15000 Highway 115
Little Falls, Minnesota 56345-4173
Phone: (320) 632-7310
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Dollars in Thousands
Current Governor’s Recomm. Biennium
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Expenditures by Fund
Direct Appropriations

General 3,201 4,987 3,631 3,631 7,262
Statutory Appropriations

Special Revenue 66 73 75 77 152
Federal 3,751 20,241 21,423 21,434 42,857

Total 7,018 25,301 25,129 25,142 50,271

Expenditures by Category
Total Compensation 394 458 478 491 969
Other Operating Expenses 6,624 9,021 7,665 7,665 15,330
Capital Outlay & Real Property 0 15,822 16,986 16,986 33,972
Total 7,018 25,301 25,129 25,142 50,271

Full-Time Equivalents (FTE) 6.6 6.4 6.4 6.4
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Activity Description
The Adjutant General may, under M.S. 190.16, cooperate
with the federal government to construct and maintain
facilities required for training and housing the military forces
of the state. This activity provides for that cooperation in
operating and maintaining the 133rd Air Wing, Minnesota
Air National Guard base, located at the Minneapolis-St.
Paul International Airport.

Population Served
This activity predominantly serves the 1,400 members of
the 133rd Air Wing, Minnesota Air National Guard. It also
serves the citizens of the state when natural disasters strike
and in times of national emergencies. The mission of the 133rd is to provide the nation with a wing of eight C-
130H model transport aircraft, ready for immediate deployment for state, national, or international emergencies.

Services Provided
The state partners with the federal government, to provide for facility operational costs, maintenance and repair
costs, and also base security and fire protection. Activities are regulated on the federal side and the budget and
state human resource activities are monitored and approved by the state agency.

Historical Perspective
The 133rd Air Wing participated in several missions during the statewide snow removal operations and floods of
1997, providing snow removal and water pumping equipment and personnel, and airlifting equipment and
sandbags to those areas hit by the flood.

In the spring of 2001, the wing also provided assistance statewide for flood response. Most recently, the 133rd
Airlift Wing activated hundreds of members to provide essential services to the residents of the state veteran’s
homes during the October 2001 state employee strike.

Since the 9-11-01 crisis, the operational pace of the 133rd Airlift Wing has increased dramatically. The wing is
currently providing in-theater airlift and is maintaining a heightened state of alert.

Key Measures
Funding constraints on the federal side drive the state’s obligations. The federal employees of the air wing
develop budgets and apply for federal funding under the terms and conditions established by the federal
government. The key measure may be whether or not the state is able to provide the required 25% match and
acquire the federal funding. For the last two biennia, we have been able to provide 100% funding for this activity.

Much of the federal funding is driven by the wing’s flying hour program. As illustrated in the following chart, there
was a substantial increase in flying hours and sorties (missions) in response to 9-11-01. Increased activities
place a much greater strain on facilities.

Activity at a Glance

Facilities supported represent:
♦ 419,221 square feet;
♦ 39 buildings and 46 other facilities; on
♦ 125 acres.

These facilities support:
♦ 8 C-130H model transport airplanes; and
♦ 1400 air guard members.



MILITARY AFFAIRS DEPT
Program: MAINT TRAINING FACILITIES
Activity: AIR BASE MAINT-TWIN CITIES Narrative

State of Minnesota Page 19 2006-07 Biennial Budget
Background 1/25/2005

Activity Funding
The costs for providing facility operations and maintenance are shared with the federal government. The federal
government provides 75% of the costs for operations, maintenance, and airfield lease costs. The state must
provide the other 25%. The federal government also pays 100% of the costs of base security and the operational
costs for a C-130 regional flight simulator. Federal funding for base security and operations has increased since
9-11-01.

Contact
Headquarters, Minnesota Air National Guard
Veterans Service Building
20 West 12th Street
St. Paul, Minnesota 55155-2098
Phone: (651) 268-8966.

You may also visit the 133rd’s web site at http://www.dma.state.mn.us/airguard/main.htm
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Expenditures by Fund
Direct Appropriations

General 367 439 444 450 894
Statutory Appropriations

Federal 1,161 1,994 2,105 2,158 4,263
Total 1,528 2,433 2,549 2,608 5,157

Expenditures by Category
Total Compensation 1,306 1,421 1,541 1,604 3,145
Other Operating Expenses 222 1,012 1,008 1,004 2,012
Total 1,528 2,433 2,549 2,608 5,157

Full-Time Equivalents (FTE) 25.8 24.3 24.3 24.3
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Activity Description
The Adjutant General may, under M.S. 190.16, cooperate
with the federal government to construct and maintain
facilities required for training and housing the military forces
of the state. This activity provides for that cooperation in
operating and maintaining the 148th Fighter Wing,
Minnesota Air National Guard base, located at the Duluth
International Airport.

Population Served
This activity predominantly serves the 1,100 members of
the 148th Fighter Wing, Minnesota Air National Guard. It also serves the citizens of the state when natural
disasters strike and in times of national emergencies. The mission of the 148th is to provide the nation with a wing
of 18 F-16C model fighter aircraft, ready for immediate deployment for state, national, or international
emergencies.

Services Provided
Through a series of cooperative agreements with the federal government, the state partners to provide for facility
operational costs, maintenance and repair costs, and also base security and fire protection. Activities are
regulated on the federal side, and the budget and state human resource activities are monitored and approved by
the state agency.

Historical Perspective
The 148th Fighter Wing has participated in many federal missions. It also provided security, medical, aircraft
refueling and services support, as well as vehicle maintenance technicians and heavy equipment operators for
state active duty call-ups.

Since the 9-11-01 crisis, the operational pace of the 148th Fighter Wing has increased dramatically. The wing is
currently providing air defense at numerous locations on an ongoing basis both here in Minnesota and at
deployed locations around the nation. Since 10-1-03, the wing has been performing a 24-hour alert mission.

Key Measures
Funding constraints on the federal side drive the state’s obligations. The federal employees of the air wing
develop budgets and apply for federal funding under the terms and conditions established by the federal
government. The key measure may be whether or not the state is able to provide the required 20% match and
acquire the federal funding. For the last two biennia, we have been able to provide 100% funding for this activity.

The flying hour program drives much of the federal funding the agency receives. The chart below illustrates the
substantial increase in hours and sorties (missions) flown in response to 9-11-01. The hours flown in FY 2002 are
a record for the 148th Fighter Wing. These activities put a strain on facilities due to much higher use.

Activity at a Glance

Facilities supported represent:
♦ 463,246 square feet of facilities; in
♦ 61 separate structures.

That support:
♦ 1100 Air National Guard members; and
♦ 18 F-16C fighter jets.
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Activity Funding
The costs for providing facility operations and maintenance are shared with the federal government. The federal
government provides 80% of the costs for operations, maintenance, and airfield lease costs. The state must
provide the other 20%. The federal government also pays 100% of the costs of a real property manager, base
security, and airfield firefighting. Federal funding for security, firefighting, and operational costs have increased
since 9-11-01.

Contact
Headquarters, Minnesota Air National Guard
Veterans Service Building
20 West 12th Street
St. Paul, Minnesota 55155-2098
Phone: (651) 268-8966.

You may also visit the 148th ’s web site at http://www.dma.state.mn.us/airguard/main.htm
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Expenditures by Fund
Direct Appropriations

General 364 387 410 417 827
Statutory Appropriations

Federal 3,192 3,858 4,105 4,212 8,317
Total 3,556 4,245 4,515 4,629 9,144

Expenditures by Category
Total Compensation 3,303 3,318 3,592 3,708 7,300
Other Operating Expenses 253 927 923 921 1,844
Total 3,556 4,245 4,515 4,629 9,144

Full-Time Equivalents (FTE) 66.9 66.9 66.9 66.9
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Program Description
The purpose of the General Support program is to provide the leadership, administrative, and technical support
for the department. It also provides the support for members of the National Guard called to State Active Duty by
the governor. It includes the operating costs for the department headquarters in St. Paul including rent for the
Veterans Service Building.

Budget Activities Included:
ÿ Administrative Services
ÿ Auxiliary Services
ÿ STARBASE Minnesota
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Direct Appropriations by Fund
General

Current Appropriation 1,757 1,757 1,757 1,757 3,514
Subtotal - Forecast Base 1,757 1,757 1,757 1,757 3,514

Total 1,757 1,757 1,757 1,757 3,514

Expenditures by Fund
Direct Appropriations

General 1,675 1,920 1,757 1,757 3,514
Statutory Appropriations

Special Revenue 279 188 192 195 387
Federal 300 480 480 480 960

Total 2,254 2,588 2,429 2,432 4,861

Expenditures by Category
Total Compensation 1,123 1,163 1,198 1,204 2,402
Other Operating Expenses 548 769 575 572 1,147
Capital Outlay & Real Property 258 150 150 150 300
Local Assistance 325 506 506 506 1,012
Total 2,254 2,588 2,429 2,432 4,861

Expenditures by Activity
Administrative Services 1,696 1,958 1,799 1,802 3,601
Auxiliary Services 258 150 150 150 300
Starbase Minnesota 300 480 480 480 960
Total 2,254 2,588 2,429 2,432 4,861

Full-Time Equivalents (FTE) 16.0 16.0 16.0 16.0
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Activity Description
The Adjutant General is the military chief of staff to the
governor and is the department head. The assistant
Adjutant General, and other key members of his staff, are
charged with policy development, management,
supervision, and support of the Minnesota Army and Air
National Guard. This activity provides the leadership,
technical, and administrative support for the state agency. It
also provides the structure for one-time funding for some programs authorized by the legislature.

Population Served
The administrative services activity provides support to the Adjutant General’s staff, the department directors
responsible for the cooperative agreements with the federal government, the state employees of the department,
and, in times of state declared emergencies, the members of the Minnesota Army and Air National Guard called
to state active duty.

Services Provided
Areas of policy guidance and support include:
♦ strategic planning;
♦ administration and training;
♦ facility maintenance and management;
♦ acquisition of funding for new construction;
♦ personnel and recruiting; and
♦ military operational readiness.

Some of the administrative and management services provided include:
♦ senior leadership and management;
♦ budget and accounting functions;
♦ fiscal management of the state/federal cooperative agreement;
♦ internal audit and management controls;
♦ payroll and logistical support to personnel called to state active duty;
♦ human resources support services for our 255 state employees; and
♦ processing payments for departmental operations.

Historical Perspective
The workload for this part of the agency has generally increased over the past few years, mostly in response to
call-up of the Minnesota National Guard for state active duty and also due to increases in federal funding for
specific programs.

Key Measures
One of the measures we use to evaluate our efficiency is the percentage of invoices that are paid promptly as
defined by Minnesota statutes. If there is no early payment discount period, the invoice must be paid within 30
days following the receipt of the invoice, merchandise, or service, whichever is later. The data below shows that
measure from FY 1998 through FY 2004. The state goal is 97%. Factors that affect our performance include
additional workloads caused by National Guard State Active duty callouts and employee illnesses.

Activity at a Glance

This activity provides support to:
♦ 258 state employees; and
♦ 12,773 members of the Minnesota National

Guard.
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Activity Funding
Funding for this activity is predominantly state General Fund. Some special revenue is recognized as part of an
employee sharing agreement with the Minnesota State Armory Building Commission.

Contact
Comptroller, Department of Military Affairs
20 West 12th Street
St. Paul, Minnesota 55155-2098
Phone: (651) 268-8948.

You may also visit the department’s web site at http://www.dma.state.mn.us/.
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Expenditures by Fund
Direct Appropriations

General 1,675 1,920 1,757 1,757 3,514
Statutory Appropriations

Special Revenue 21 38 42 45 87
Total 1,696 1,958 1,799 1,802 3,601

Expenditures by Category
Total Compensation 1,123 1,163 1,198 1,204 2,402
Other Operating Expenses 548 769 575 572 1,147
Local Assistance 25 26 26 26 52
Total 1,696 1,958 1,799 1,802 3,601

Full-Time Equivalents (FTE) 16.0 16.0 16.0 16.0



MILITARY AFFAIRS DEPT
Program: GENERAL SUPPORT
Activity: AUXILIARY SERVICES Narrative

State of Minnesota Page 29 2006-07 Biennial Budget
Background 1/25/2005

Activity Description
This activity provides the accounting and budgeting
structure for receipts of payments for sale of closed
armories under the provisions of M.S. 193.36.

Population Served
The department and other local government entities.

Services Provided
This activity serves as a pass through for the receipt and dispersal of proceeds from the sale of closed armories.

Key Measures
There are no measures associated with this activity. Occasionally, armories are replaced and the old facility is
sold to help finance the construction of the new facility.

Activity Funding
FY 2001 revenue was from sale of unused parcels in Duluth and a contract for deed payment for the sale of the
old Montevideo armory. FY 2002 revenue was from the final two contract for deed payments from the sale of the
old Montevideo armory and the sale of an unused parcel in Dawson, Minnesota. FY 2003 revenue was from
down-payment on a contract for deed from the old Long Prairie armory, and FY 2004 revenue was from sale of
the old Mankato armory. Both of these facilities have been replaced and in accordance with state statute, the
revenue will be used to defray the costs of the replacement facilities.

Contact
Comptroller, Department of Military Affairs
20 West 12th Street
St. Paul, Minnesota 55155
Phone: (651) 268-8948.

Additional information may also be accessed at the department’s web site at www.dma.state.mn.us.

Activity at a Glance

♦ Serves as “pass through” only for funds from
sale of closed armories.

http://www.dma.state.mn.us
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Expenditures by Fund
Statutory Appropriations

Special Revenue 258 150 150 150 300
Total 258 150 150 150 300

Expenditures by Category
Capital Outlay & Real Property 258 150 150 150 300
Total 258 150 150 150 300
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Activity Description
This activity exists to provide a “pass through” for federal
funding for the STARBASE program. The acronym
STARBASE stands for Science and Technology Academies
Reinforcing Basic Aviation and Space Exploration.

Population Served
Each year, STARBASE serves 2,500 to 2,600 inner city
youth primarily from Minneapolis and St. Paul public
schools.

Services Provided
The goal of STARBASE is to increase the knowledge, skills, and interests of inner city youth in science,
mathematics, and technology through aerospace education. By providing a mix of hands-on, real world learning
activities, and scientific experimentation and exploration, students are inspired to learn from unique educational
experiences rarely found in traditional classroom settings. STARBASE provides educational services to 4th, 6th,
and 8th grade students throughout the year and summer through 20-hour, standards based programs. Pre and
post assessments measure student gains in knowledge, skills, and attitudes in science, math, and technology and
in their awareness of careers.

Historical Perspective
The STARBASE program was started in 1993 serving just under 1,000 students. The interest in STARBASE and
the support of its programs has steadily increased and by June 2004 STARBASE has served over 12,000
students.

Key Measures
STARBASE uses a multi-pronged assessment and evaluation process in order to measure the effectiveness of
programs in meeting the STARBASE mission. By third quarter FY 2004, graduates of the program improved their
knowledge and application of math and science skills by the percentages indicated in the table below. The data
for 8th grade is omitted since this was a remedial 12 hour program during this period:

Activity at a Glance

STARBASE is an accredited educational program
providing;
♦ a 20-hour program serving; to
♦ over 2,500 inner city school students each

year.
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Activity Funding
Annual funding for this activity is 100% federal.

Contact
Executive Director, STARBASE
659 Mustang Avenue
St. Paul, Minnesota 55111-4128
Phone: (612) 713-2530.

You may also visit the organization’s web site at http://www.starbasemn.org/.

http://www.starbasemn.org/
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Expenditures by Fund
Statutory Appropriations

Federal 300 480 480 480 960
Total 300 480 480 480 960

Expenditures by Category
Local Assistance 300 480 480 480 960
Total 300 480 480 480 960
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Program Description
Incentives for Minnesota citizens to join and remain in the
National Guard are authorized by M.S. 192.501, enacted by
the legislature in 1989 and amended by the legislature in
1993, 1996, 2001, and again in 2004.

Population Served
This activity provides the funding for the state’s enlistment
incentives program for 12,773 members of the Minnesota Army and Air National Guard.

Services Provided
The tuition reimbursement program has not only helped the Minnesota Army and Air National Guard enlist and
retain members, it has provided educational opportunities to many members who may not otherwise be financially
able to attend school. National Guard members must be prepared to perform a military mission if called, but more
practically, they add more value to their state and community if they pursue post secondary education. In order to
be reimbursed, students must maintain their membership by participating satisfactorily in the National Guard and
must attain a minimum grade of C in their course(s).

Commissioning Bonuses are also paid to some members. A commissioning bonus is designed to attract and
encourage quality members of the Minnesota National Guard to become officers or warrant officers within the
organization. The state offers a $1,000 bonus to enlisted members receiving a commission through federal OCS
(Officer Candidate School), state OCS, or Air Guard COTS (Commissioned Officer Training School). This
program was previously suspended due to insufficient funding.

Historical Perspective
The keystone of the incentives program is the tuition reimbursement program. Prior to legislative amendment in
2001, the statutes allowed for up to 75% of the University of Minnesota (U of M) undergraduate rate at the Twin
Cities campus for tuition paid at public or private post-secondary educational institutions. The rate of
reimbursement varied from year to year with a low of 50% in FY 2001. The 2001 amendment increased the
maximum reimbursement to 80% and the program was funded to that level in FY 2002. A 2004 statute change
increased the maximum reimbursement to 100%, however, the program is not funded for that level in 2005.
During FY 2004 about 20% (2,500) of our total assigned National Guard members utilized tuition reimbursement
even though many were subject to deployment during that period.

Enlistment incentives are now more critical to our program than ever before. Minnesota National Guard members
are being called to active service in numbers greater than any in recent history. These activations often place
great strains on work and family life. Incentives are needed to encourage members to maintain their affiliation
with the National Guard.

Key Measures
The state tuition reimbursement has proven effective in attracting women and minorities. The following tables
show the increase in minority and female membership in the Army National Guard and total personnel strengths
of the Army National Guard over the past five years. The numbers show a positive correlation between the
incentives program and the recruitment and retention of members in general and of females and minorities in
particular.

Program at a Glance

This program provides enlistment incentives used
in FY 2004 by:
♦ 2,500 (20%) of Minnesota National Guard

Members.
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Program Funding
All of the funding for this program is provided from the state General Fund. 98% of the funding is spent on tuition
reimbursement, 1% on bonuses, and 1% on overhead costs – primarily salary.

Contact
Incentive and Educational Services Officer
Department of Military Affairs
20 West 12th Street
St. Paul, Minnesota 55155-2098
Phone: (651) 282-4508

Additional information is also available at the department’s web site at http://www.dma.state.mn.us/
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Direct Appropriations by Fund
General

Current Appropriation 4,857 4,857 4,857 4,857 9,714
Subtotal - Forecast Base 4,857 4,857 4,857 4,857 9,714

Governor's Recommendations
100% Tuition Reimbursement 0 3,850 3,850 7,700
Reenlistment Bonus 0 1,500 1,500 3,000

Total 4,857 4,857 10,207 10,207 20,414

Expenditures by Fund
Direct Appropriations

General 5,653 5,142 10,207 10,207 20,414
Statutory Appropriations

Gift 0 0 675 1,710 2,385
Total 5,653 5,142 10,882 11,917 22,799

Expenditures by Category
Total Compensation 290 118 118 118 236
Other Operating Expenses 0 1 0 0 0
Payments To Individuals 5,363 5,023 10,764 11,799 22,563
Total 5,653 5,142 10,882 11,917 22,799

Expenditures by Activity
Enlistment Incentives 5,653 5,142 10,882 11,917 22,799
Total 5,653 5,142 10,882 11,917 22,799

Full-Time Equivalents (FTE) 0.9 0.9 0.9 0.9
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Program Description
Statutes require that the National Guard be available for
state active duty when the governor orders the Guard to
support local law enforcement authorities in time of civil
disorder, natural disaster, or other emergencies (M.S.
190.02).

Population Served
This program serves the governor, the Department of Public Safety, local law enforcement agencies, and the
citizens of the state in times of emergencies.

Services Provided
The department is able to partner with and leverage all of the resources of the Army and Air National Guard. The
training and equipping of the National Guard is funded totally by federal dollars. Over $1 billion worth of federally
owned military aircraft and other equipment is available to the governor to support the state in times of
emergency. There is no expense to the state for this equipment except for operating costs, and repair or replace-
ment if damaged during emergency operations.

Typical services provided include rescue, security, transport of supplies and equipment, and some work to limit
further destruction of public and personal property.

Historical Perspective
Over the last several years, the National Guard has been called to state active duty much more often than ever
before for a variety of missions including: floods, missing person searches, storms/tornados, firefighting, and
providing essential health and care services to residents of state regional treatment center, veterans’ homes, and
community-based residences.

National Guard Support
FY 1998 FY 1999 FY 2000 FY 2001 FY 2002 FY 2003 FY 2004

Man-days 31,075 726 1,091 4,241 22,342 2,573 1,195

Key Measures
One of the measures of effective activity performance is the satisfaction survey that is filled out by supported
organizations/agencies. On a scale of one to five (one being poor and five being excellent), respondents are
asked a series of questions which gauge their satisfaction with the response of the National Guard to the
supported activities. The following chart shows the average of the responses for the last five state fiscal years:

Program at a Glance

Since FY 1998, the National Guard has
responded to:
♦ 41 calls to state active duty; providing

63,243 man-days of support.

Satisfaction Index

4.75
4.48

4.85 4.79
5.00

0

1

2

3

4

5

1999 2000 2001 2002 2003

Fiscal Years

S
at

is
fa

ct
io

n



MILITARY AFFAIRS DEPT
Program: EMERGENCY SERVICES Narrative

State of Minnesota Page 38 2006-07 Biennial Budget
Background 1/25/2005

Program Funding
The Department of Military receives a biennial appropriation of $150,000. If these funds are exhausted, the
department requests additional funds through an open appropriation under M.S. 192.52. When emergencies are
declared federal disasters, the department applies for federal reimbursement on behalf of the state. Costs are
then reimbursed at varying levels (75% to 100%) and when received are transferred to the state's General Fund.

Contact
Military Support Officer, Department of Military Affairs
20 West 12th Street
St. Paul, Minnesota 55155-2098
Phone: (651) 282-4554.

Additional information may be accessed at the department’s web site at http://www.dma.state.mn.us/.

http://www.dma.state.mn.us/
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Direct Appropriations by Fund
General

Current Appropriation 150 0 0 0 0

Technical Adjustments
Biennial Appropriations 75 75 150

Subtotal - Forecast Base 150 0 75 75 150

Governor's Recommendations
Eliminate Emergency Service Direct Appr 0 (75) (75) (150)

Total 150 0 0 0 0

Expenditures by Fund
Direct Appropriations

General 150 0 0 0 0
Open Appropriations

General 144 730 382 471 853
Total 294 730 382 471 853

Expenditures by Category
Total Compensation 197 325 197 237 434
Other Operating Expenses 97 405 185 234 419
Total 294 730 382 471 853

Expenditures by Activity
Emergency Services 294 730 382 471 853
Total 294 730 382 471 853
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Non Dedicated Revenue:
Other Sources:

General 2 2 2 2 4
Total Non-Dedicated Receipts 2 2 2 2 4

Dedicated Receipts:
Grants:

Special Revenue 400 511 517 522 1,039
Federal 26,985 46,782 47,748 48,142 95,890

Other Revenues:
General 62 60 60 60 120
Special Revenue 258 150 150 150 300
Federal 47 5 5 5 10

Total Dedicated Receipts 27,752 47,508 48,480 48,879 97,359

Agency Total Revenue 27,754 47,510 48,482 48,881 97,363
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Dollars in Thousands
Current Governor Recomm. Biennium

FY2004 FY2005 FY2006 FY2007 2006-07
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Governor’s Recommendation 1/25/2005

Direct Appropriations by Fund
General

Current Appropriation 20 20 20 20 40
Recommended 20 20 25 25 50

Change 0 5 5 10
% Biennial Change from 2004-05 25%

Expenditures by Fund
Direct Appropriations

General 20 20 25 25 50
Total 20 20 25 25 50

Expenditures by Category
Local Assistance 20 20 25 25 50
Total 20 20 25 25 50

Expenditures by Program
Military Order Purple Heart 20 20 25 25 50
Total 20 20 25 25 50
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Dollars in Thousands
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Fund: GENERAL
FY 2005 Appropriations 20 20 20 40

Subtotal - Forecast Base 20 20 20 40

Change Items
Veterans Claims Processing 0 5 5 10

Total Governor's Recommendations 20 25 25 50
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Fiscal Impact ($000s) FY 2006 FY 2007 FY 2008 FY 2009

General Fund
Expenditures $5 $5 $5 $5
Revenues 0 0 0 0

Other Fund
Expenditures 0 0 0 0
Revenues 0 0 0 0

Net Fiscal Impact $5 $5 $5 $5

Recommendation
The Governor recommends an additional $5,000 per year for the Military Order of the Purple to be used to staff
and maintain their claims office, bringing the recommended appropriation to $25,000 per year.

Background
The Military Order of the Purple Heart is made up of combat wounded veterans from all wars. The organization
provides assistance to veterans and their dependents, regardless of their military service or records. The Military
Order of the Purple Heart brings in $1.9 million per year to Minnesota veterans and their families.

The recommendation for additional funding will ease budget pressures of the Military Order of the Purple Heart in
providing adequate levels of service to veterans.

Relationship to Base Budget
The Governor’s recommendation reflects an annual increase of $5,000, which is a 25% increase in the FY 2006-
07 forecast base budget for the Military Order of the Purple Heart.
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Agency Purpose
he Military Order of the Purple Heart of the USA
(MOPH) is a congressionally chartered veterans
organization authorized to represent veterans,

dependents, widows, and orphans with the U.S.
Department of Veterans Affairs (VA) claims. The
organization is exclusively made up of combat wounded
veterans from all wars. Its major objectives are:
♦ to provide free assistance to ALL veterans and their

dependents, regardless of their military service or
records;

♦ to identify the needs of the veterans and their
dependents; and

♦ to obtain all the benefits that they are entitled to through
the VA and the state of Minnesota.

Core Functions
MOPH provides benefits experts for veterans in the state of Minnesota. The office’s daily functional goals are to:
ÿ Assist with filing of claims with the U.S. Department of Veterans Affairs for compensation, pension, medical

care, education, job training, employment, veterans preference, housing, death, and burial benefits.
ÿ Assist in identifying and helping homeless veterans.
ÿ Assist with applications for admissions into the Minnesota Veterans Homes and private nursing homes.
ÿ Provide quality, professional representation to veterans whose benefits have been denied at the VA regional

office.
ÿ Provide legal representation at the U.S. Court of Appeals for Veterans Claims.

Operations
MOPH provides completely free service and assistance through a national service officer, VA hospital
representative, and an administrative assistant. The office provides technical support, training, claims
development assistance, research development support, informational support, and updating of law and
regulations; all of which are necessary to provide professional and dedicated service to the state’s veteran
population.

Budget
Total annual funding for MOPH in Minnesota is approximately $82,000, excluding funds raised through local
organizations. Seventy-five percent of this is provided by the MOPH National Service Headquarters in
Springfield, Virginia for the salaries of a full-time national service officer and a full-time administrative assistant.
The other 25% is from a General Fund appropriation grant from the state of Minnesota. In the FY 2004-05
biennium, state funding for this grant is $20,000 each year and is used to finance the MOPH, Department of
Minnesota National Service Office located at the VA Regional Office at Fort Snelling and the agency’s Hospital
Representative Office located at the Minneapolis VA Medical Center.

Contact
The Military Order of the Purple Heart, Inc. has a website at http://www.purpleheart.org/

MOPH, Department of Minnesota can be contacted at 208 Veterans Service Building, St.
Paul, MN 55155, (651) 227-4456 or E-mail at moph@qwest.net

MOPH, National Service Office can be contacted at 1 Federal Drive, Room 183A, St. Paul,
MN 55111, (612) 970-5667 or E-mail at mopcviet@vba.va.gov

MOPH, Hospital Representative can be contacted at (612) 467-3247.

At A Glance

In FY 2003-04 the Military Order of the Purple
Heart:

♦ Represented 868 Minnesota veterans and
their dependents.

♦ Recovered $1.9 million in total benefits for
veterans in Minnesota.

♦ Had 564 claims approved, 24 denied, 84
pending, and 16 claims went to the U.S.
Board of Veterans Appeals.

♦ Held 279 interviews.

T
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Dollars in Thousands
Current Governor Recomm. Biennium

FY2004 FY2005 FY2006 FY2007 2006-07
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Direct Appropriations by Fund
General

Current Appropriation 350 350 350 350 700
Recommended 350 350 0 0 0

Change 0 (350) (350) (700)
% Biennial Change from 2004-05 -100%

Natural Resources
Current Appropriation 490 490 490 490 980
Recommended 490 490 490 490 980

Change 0 0 0 0
% Biennial Change from 2004-05 0%

Expenditures by Fund
Direct Appropriations

General 350 350 0 0 0
Natural Resources 490 490 490 490 980

Total 840 840 490 490 980

Expenditures by Category
Local Assistance 840 840 490 490 980
Total 840 840 490 490 980

Expenditures by Program
Minn Conservation Corps 840 840 490 490 980
Total 840 840 490 490 980
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Dollars in Thousands
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Fund: GENERAL
FY 2005 Appropriations 350 350 350 700

Subtotal - Forecast Base 350 350 350 700

Change Items
Phased Privatization 0 (350) (350) (700)

Total Governor's Recommendations 350 0 0 0

Fund: NATURAL RESOURCES
FY 2005 Appropriations 490 490 490 980

Subtotal - Forecast Base 490 490 490 980
Total Governor's Recommendations 490 490 490 980
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Fiscal Impact ($000s) FY 2006 FY 2007 FY 2008 FY 2009

General Fund
Expenditures ($350) ($350) ($350) ($350)
Revenues 0 0 0 0

Other Fund
Expenditures 0 0 0 0
Revenues 0 0 0 0

Net Fiscal Impact ($350) ($350) ($350) ($350)

Recommendation
The Governor recommends that the Minnesota Conservation Corps’ (MCC) General Fund subsidy be eliminated
in order to continue to phase in the privatization of the Corp that began in the 2003 legislative session.

Background
MCC formerly operated as part of the Department of Natural Resources, offering hands-on environmental
stewardship training and learning opportunities to youth and young adults (ages 15-25). During the 2003
legislative session, MCC was spun off into a private, non-profit organization. Currently, the Corps has an annual
operating budget of $2,660,000 and receives annual direct appropriations of $350,000 from the General Fund and
$490,000 from the Natural Resources Fund. Eliminating the General Fund portion of the subsidy would represent
a 13% reduction in their current annual operating budget.

In the past five years, the MCC has gone from being totally dependent on state appropriations, to raising nearly
70% of its operating budget through fees for service, federal/state partnerships and other fundraising activities.
The MCC is continuing to seek other funding sources for its activities, including a potential new partnership with
MnDOT. As a private, non-profit organization, the MCC has the flexibility and the experience to raise additional
revenues to compensate for declining state funding.

Relationship to Base Budget
This proposal reduces the state’s financial involvement in the MCC by 42% and affects 13% of their total
operating budget.

Alternatives Considered
None. This is a continuation of phased privatization of this non-profit organization.
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Agency Purpose
he Minnesota Conservation Corps (MCC) provides
hands-on environmental stewardship training and
service-learning opportunities to youth and young

adults (ages 15-25), while completing priority and cost-
effective natural resource management and emergency
response work. MCC benefits both the training and
development needs of young people and the natural
resources of Minnesota.

2003 Minnesota Session Laws - Chapter 128, Section 6
and Section 35 [84.991]

Core Functions
ÿ Public Service – MCC serves primarily governmental,

educational, and non-profit organizations for the
common good.

ÿ Youth and Young Adults – MCC provides training and
work opportunities to youth and young adults to create
positive outcomes for the communities of Minnesota
and their natural resources.

ÿ Professional Development – Corpsmembers receive
intensive safety and skills training, preparing them to
serve as the state’s future natural resources
professionals. Developing a strong work and
stewardship ethic is the foundation of the conservation
corps philosophy.

ÿ Environmental Impact – The legacy of MCC is that it
enables positive improvements to our environment, our
communities, and our Corpsmembers through a
commitment to environmental service.

Operations
ÿ The MCC Summer Youth Residential Program

operates for eight weeks each summer out of a base
camp at St. Croix State Park, sending crews of youth
(ages 15-18) throughout the state to perform labor-
intensive natural resources work on public land.

ÿ The MCC Young Adult Program operates year-round by placing crews of young adults (ages 18-25) in
communities throughout the state to perform both labor-intensive and highly technical natural resources work
on public land, including emergency response to natural disasters.

Budget
Five years ago, as a program of the Minnesota Department of Natural Resources (DNR), MCC was almost
completely dependent upon state appropriations. As a nonprofit, MCC now uses state appropriations to leverage
over two-thirds of its revenue from other sources, thereby diversifying its funding base. Each state dollar that is
invested in MCC produces over three dollars of natural resources work in Minnesota. Corpsmembers earn a
minimal living allowance (similar to an internship stipend). In FY 2005, MCC will employ 12 staff, 72 year-round
young adult Corpsmembers, 72 summer youth Corpsmembers (July-August 2004), and 100 summer youth
Corpsmembers (June 2005) for a total of 96 FTE.

At A Glance

Minnesota Conservation Corps (MCC) was
formed in 1981, based on the Civilian
Conservation Corps (CCC) model of the 1930’s.
MCC is now an entrepreneurial and mission
driven non-profit 501(c)(3) organization, governed
by a volunteer Board of Directors.

Projected FY 2005 Work Accomplishments
include:

♦ 100,000 trees planted
♦ 60 corpsmembers trained and equipped for

statewide Homeland Security response to
wildfires, floods, tornados, and other disasters

♦ Completion of Phase I (GPS data collection)
of the Department of Natural Resources Off
Highway Vehicle trail survey project

♦ 5,000 acres of prescribed burning
♦ 3,500 acres of fish and wildlife habitat

improvement
♦ 1,500 miles of trail construction and

maintenance
♦ 150,000 pounds of debris removal
♦ 100 miles of river cleanup
♦ 500 volunteers activated
♦ Sample collections for Chronic Wasting

Disease survey at 50 deer registration sites
statewide

♦ 50,000 feet of streambank and lakeshore
restoration

www.conservationcorps.org

T

http://www.conservationcorps.org
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FY 2005 Projected Revenue Summary
Fee-for-Service Revenue (32%) $ 840,000
State Appropriations (32%) 840,000
Federal AmeriCorps Funds (25%) 680,000
Other (11%) 300,000
Total $2,660,000

Contact

Minnesota Conservation Corps
1200 Warner Road

Saint Paul, Minnesota 55106

Phone: (651) 793-3888
Fax: (651) 793-3889
E-mail: info@conservationcorps.org
Web site: www.conservationcorps.org

Erik Wrede, Executive Director
(651) 772-7575
erik.wrede@conservationcorps.org

http://www.conservationcorps.org
mailto:eric.wrede@conservationcorps.org
mailto:info@conservationcorps.org


Govern or’s Recommen dat ions

STATE COLLEGES & UNIVERSITIES Agency Overview

Dollars in Thousands
Current Governor Recomm. Biennium
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Direct Appropriations by Fund
Environment & Natural Resource

Current Appropriation 0 0 0 0 0
Recommended 0 0 469 469 938

Change 0 469 469 938
% Biennial Change from 2004-05 n.m.

Mnscu General Fund
Current Appropriation 560,881 547,694 547,694 547,694 1,095,388
Recommended 560,881 547,694 602,994 599,894 1,202,888

Change 0 55,300 52,200 107,500
% Biennial Change from 2004-05 8.5%

Expenditures by Fund
Direct Appropriations

Environment & Natural Resource 0 0 469 469 938
Mnscu General Fund 559,631 546,444 602,994 599,894 1,202,888

Statutory Appropriations
Mnscu General Fund 532,791 651,687 645,569 672,056 1,317,625
Mnscu Special Revenue 11,253 12,328 11,635 11,635 23,270
Mnscu Federal Fund 47,171 46,859 46,743 46,743 93,486
Mnscu Agency Fund 22,449 22,468 22,441 22,441 44,882
Mnscu Gift Fund 720 540 500 500 1,000
Sub Supplemental & Ira Retire 795 1,251 1,114 1,114 2,228
Mnscu Enterprise Activities 7,149 8,523 8,253 8,253 16,506
Mnscu Endowment Fund 6 5 5 5 10

Total 1,181,965 1,290,105 1,339,723 1,363,110 2,702,833

Expenditures by Category
Local Assistance 1,181,965 1,290,105 1,339,723 1,363,110 2,702,833
Total 1,181,965 1,290,105 1,339,723 1,363,110 2,702,833

Expenditures by Program
Mn State Colleges & Univer 1,181,965 1,290,105 1,339,723 1,363,110 2,702,833
Total 1,181,965 1,290,105 1,339,723 1,363,110 2,702,833
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Fund: ENVIRONMENT & NATURAL RESOURCE
FY 2005 Appropriations 0 0 0 0

Subtotal - Forecast Base 0 0 0 0

Change Items
LCMR Projects 0 469 469 938

Total Governor's Recommendations 0 469 469 938

Fund: MNSCU GENERAL FUND
FY 2005 Appropriations 547,694 547,694 547,694 1,095,388

Technical Adjustments
November Forecast Adjustment 94,800 36,000 130,800

Subtotal - Forecast Base 547,694 642,494 583,694 1,226,188

Change Items
Enrollment Adjustment 0 (94,800) (36,000) (130,800)
Allocation Framework 0 25,000 25,000 50,000
Centers of Excellence 0 10,000 10,000 20,000
Competitive Salaries 0 2,500 2,500 5,000
MN Online 0 9,000 5,000 14,000
Nursing 0 4,800 5,200 10,000
Innovations Fund 0 2,500 3,000 5,500
Farm & Small Business Management 0 1,500 1,500 3,000

Total Governor's Recommendations 547,694 602,994 599,894 1,202,888

Fund: MNSCU GENERAL FUND
Planned Statutory Spending 651,687 645,569 672,056 1,317,625
Total Governor's Recommendations 651,687 645,569 672,056 1,317,625

Fund: MNSCU SPECIAL REVENUE
Planned Statutory Spending 12,328 11,635 11,635 23,270
Total Governor's Recommendations 12,328 11,635 11,635 23,270

Fund: MNSCU FEDERAL FUND
Planned Statutory Spending 46,859 46,743 46,743 93,486
Total Governor's Recommendations 46,859 46,743 46,743 93,486

Fund: MNSCU AGENCY FUND
Planned Statutory Spending 22,468 22,441 22,441 44,882
Total Governor's Recommendations 22,468 22,441 22,441 44,882

Fund: MNSCU GIFT FUND
Planned Statutory Spending 540 500 500 1,000
Total Governor's Recommendations 540 500 500 1,000

Fund: SUB SUPPLEMENTAL & IRA RETIRE
Planned Statutory Spending 1,251 1,114 1,114 2,228
Total Governor's Recommendations 1,251 1,114 1,114 2,228

Fund: MNSCU ENTERPRISE ACTIVITIES
Planned Statutory Spending 8,523 8,253 8,253 16,506
Total Governor's Recommendations 8,523 8,253 8,253 16,506

Fund: MNSCU ENDOWMENT FUND
Planned Statutory Spending 5 5 5 10
Total Governor's Recommendations 5 5 5 10
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Fiscal Impact ($000s) FY 2006 FY 2007 FY 2008 FY 2009

General Fund
Expenditures: New Initiatives $55,300 $52,200 $52,200 $52,200
Expenditures: Enrollment Adjust. (94,800) (36,000) (36,000) (36,000)
Revenues 0 0 0 0

Other Fund
Expenditures 0 0 0 0
Revenues 0 0 0 0

Net Fiscal Impact ($39,500) $16,200 $16,200 $16,200

Recommendation
The Governor recommends that the MnSCU system’s General Fund appropriation be increased by a total of
$107.5 million for the specific initiatives that are focused on the system’s priorities for the future and that are
detailed in the Change Item pages that follow. The Governor’s recommendations are designed to give the
MnSCU system the new funding it needs to provide Minnesotans with a high quality, efficient and accessible
system of public postsecondary education. The Governor’s recommendations support excellence, access and
accountability in higher education.

The Governor concurs with many of the recommendations of the Citizens League Higher Education Study
Committee that were released last fall. The Governor is particularly interested in bringing greater clarity, focus
and differentiation to the individual missions of Minnesota’s public colleges and universities. With these budget
recommendations the Governor is focusing his support on the future priorities of the MnSCU system. The
Governor supports the State Colleges and Universities’ critical role in Minnesotans’ postsecondary education,
whether they are seeking to begin a career, to advance in their chosen career, or to retrain for a new career
opportunity. The Governor’s recommendations include new funding for MnSCU to accelerate the development of
centers of excellence within its system. They also provide resources needed: to reinvest in its member colleges
and universities; to continue to advance online learning; to meet critical state needs for postsecondary education;
and to respond to changing workforce needs in innovative ways.

The Governor also recommends a reduction of $94.8 million in FY2006 and $36 million in FY2007 to the State
Colleges and Universities (MnSCU) system’s enrollment adjusted base funding.

Background
Under Minnesota Statutes section 135A.031, the State Colleges and Universities’ instructional services base
(which is related to, but not equivalent to, its appropriated biennial base of $1.1 billion) was increased in the
November 2004 forecast by $130.8 million. This increase is the result of adjusting the State Colleges and
Universities’ instructional services base for one-time and recurring increases in enrollment from 2003 through
2005.

The enrollment adjustment provision requires the state to pay a specified percentage of the MnSCU system’s
instructional costs. Because higher education enrollment numbers are only updated once (in the November
forecast before setting the next biennial budget), part of the recognized enrollment adjustment is one-time funding
to correct past misestimates of enrollment that have occurred since the previous biennial budget was set. The
other part is ongoing base adjustments from enrollment changes that move forward into the new biennium.
MnSCU’s $130.8 million total adjustment is comprised of $58.8 million in one-time adjustments and an ongoing
adjustment to the base of $36 million per year.

The Governor is concerned that the enrollment adjustment statute, which was enacted in 1994, unnecessarily
limits the state’s ability to provide new funding to the MnSCU system that directly supports MnSCU’s own
identified priorities and statutory mission. In the ten years since the enrollment adjustment was enacted much
has changed in the way the state’s budget priorities are set and funded. Rather than support this input–based
funding matrix, the Governor is recommending that MnSCU’s adjusted base appropriation for maintenance and
operations be reduced by $130.8 million, an amount which offsets the enrollment adjustment that was recognized
in the November forecast. Instead, the Governor recommends that MnSCU’s General Fund appropriation be
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increased by a total of $107.5 million for the specific initiatives that are focused on the system’s priorities for the
future and that are detailed in the following Change Item pages.

With the goal of updating the enrollment formula to a more appropriate and relevant model, the Governor
recommends that the public postsecondary education funding statutes be revised. The Governor will direct the
Higher Education Services Office to convene a stakeholder group to review issues and offer a recommendation
that will better meet the state’s needs.

Relationship to Base Budget
Overall the Governor’s $107.5 million package of new initiatives at the State Colleges and Universities system will
result in an 8.5% increase over MnSCU’s appropriated amounts for the FY 2004-05 biennium.

Statutory Change : Minnesota Statutes, sections 135A.01 to 135A.034
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Fiscal Impact ($000s) FY 2006 FY 2007 FY 2008 FY 2009

General Fund
Expenditures $25,000 $25,000 $25,000 $25,000
Revenues 0 0 0 0

Other Fund
Expenditures 0 0 0 0
Revenues 0 0 0 0

Net Fiscal Impact $25,000 $25,000 $25,000 $25,000

Recommendation
The Governor recommends an appropriation of $25 million in FY 2006 and $25 million in FY 2007 from the
General Fund to distribute to MnSCU’s member institutions, in order to fully implement MnSCU’s adopted
allocation framework.

Background
In 1999, the MnSCU Board of Trustees adopted a vision for its allocation framework (the method the board uses
to allocate the state appropriations out to its member institutions). That vision is for “a single model which
equitably recognizes the diversity of MnSCU students’ needs and adequately supports the unique educational
goals of each institution.” By 2002 the board had developed and partially implemented its allocation framework.
However, the board has stopped short of full implementation because of the state’s recent budget challenges.
These challenges did not allow for the levels of new funding that the board feels is needed to fully implement the
allocation framework and still enable the board to provide transition funding to mitigate significant changes in
funding levels that specific campuses would otherwise experience under full implementation.

The Governor’s recommended increase of $50 million gives the Board of Trustees the new resources it needs to
fully implement its adopted allocation framework. The Governor’s recommendation recognizes that in order for
the MnSCU system to respond to the state’s changing needs for higher education it must be able to move away
from the requirements of past institutionalized financing structures, so that it can focus on priorities that reflect and
support the future of the state’s largest higher education system—access, collaboration and quality.

Relationship to Base Budget
This $50 million initiative represents 46.5% of the Governor’s proposed $107.5 million increase in state
operational funding for the MnSCU system. Overall the Governor’s $107.5 million package of new initiatives at
the MnSCU system will result in an 8.5% increase over MnSCU’s appropriated amounts for the FY 2004-05
biennium.
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Fiscal Impact ($000s) FY 2006 FY 2007 FY 2008 FY 2009

General Fund
Expenditures $10,000 $10,000 $10,000 $10,000
Revenues 0 0 0 0

Other Fund
Expenditures 0 0 0 0
Revenues 0 0 0 0

Net Fiscal Impact $10,000 $10,000 $10,000 $10,000

Recommendation
The Governor recommends an increase of $10 million in FY 2006 and $10 million in FY 2007 from the General
Fund for the MnSCU system to create and support up to eight distinct programs of excellence in these fields:
manufacturing technology; science/engineering; health care; information technology; business; and teacher
education.

Under this recommendation the system will establish focused post-secondary programs of excellence at selected
MnSCU institutions. By establishing flagship programs in general areas of study, Minnesota will:
♦ provide its students with educational and economic opportunities equal to the best in the world;
♦ attract students, faculty, talent and jobs from outside Minnesota;
♦ leverage external support from employers and other organizations;
♦ build a more strategic educational system in Greater Minnesota, and
♦ help Minnesota ensure its stature as a leader and innovator in education.

The MnSCU Board of Trustees will use a competitive proposal process to select at least four and up to eight
programs of excellence. Programs of excellence must include one state university and up to two two-year state
college partners with a single lead campus named.

Selected programs will use the funds to pay for teaching and learning equipment, resources, planning and
general capacity building for their programs. (The Governor has a related recommendation that provides funding
for competitive salaries at these programs of excellence.)

Background
For Minnesota to emerge a leader in today’s highly competitive economic and educational environment, it must
focus its resources more precisely in key areas. Current state and system funding models provide incentives for
every state college and university to open their doors to as many students as possible. While this fosters access
and brings about competition among institutions, it limits the ability of a few exceptional programs to emerge that
will beckon high-achieving students, jobs and teaching talent from across the state, region and country.

Relationship to Base Budget
This $20 million initiative represents 18.6% of the Governor’s proposed $107.5 million increase in state
operational funding for the Minnesota State Colleges and Universities system. Overall the Governor’s $107.5
million package of new initiatives at the MnSCU system will result in an 8.5% increase over MnSCU’s
appropriated amounts for the FY 2004-05 biennium.

Key Measures
The Minnesota State Colleges and Universities Board of Trustees will select programs based on the following
measures:
♦ Annual data: Submit data on the program’s enrollment, student demographics, external support, graduate

outcomes and employer involvement to the Board of Trustees and the Legislature.
♦ Comprehensive academic plan: A seamless academic continuum including areas of academic emphasis plus

program options for associate, baccalaureate, graduate degree programming and customized training for
employers.
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♦ Employer commitments: A demonstrated commitment equal to or greater than the state’s commitment on the
part of employers or other organizations external to the MnSCU system in the form of cash contributions,
equipment, employee and student exchanges, scholarships or other relevant support.

♦ Endowment growth: Creation and growth of a program endowment at the lead campus.
♦ External advice: Creation of an ongoing external advisory group representing local, statewide and national

leaders in the field.
♦ Development and proof of best-in-class program stature: A description of how the institution will explore best-

in-class programs and seek out expertise to develop and sustain a world-class program. Proof of progress.
♦ Institutional commitment: Demonstration that the entire institution (or institutions) support the proposal, that

designated funding will not “replace” existing dollars on campus, and that the institution (or institutions) are
willing to contribute to the program’s success.

♦ Budget, tuition, admissions, enrollment and staffing plan. (Note: The Board of Trustees will grant tuition and
admissions criteria waivers to programs as needed.)

Selected programs will be required to submit a satisfactory five–year plan and annual progress reports to the
Board of Trustees and the Legislature, beginning in 2006.

Statutory Change : Minnesota Statutes, section 136F.30 [Courses and Programs]
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Fiscal Impact ($000s) FY 2006 FY 2007 FY 2008 FY 2009

General Fund
Expenditures $2,500 $2,500 $2,500 $2,500
Revenues 0 0 0 0

Other Fund
Expenditures 0 0 0 0
Revenues 0 0 0 0

Net Fiscal Impact $2,500 $2,500 $2,500 $2,500

Recommendation
The Governor recommends an increase of $2.5 million in FY 2006 and $2.5 million in FY 2007 from the General
Fund to the MnSCU system for competitive salaries and salary supplements for faculty and staff at campuses with
a program designated by the Board of Trustees as a program of excellence.

Background
The Governor concurs with the Board of Trustees’ goal of encouraging excellence from its faculty and staff. It is
particularly important for the board to have the ability and resources to encourage and reward the efforts and
outcomes of the faculty and staff connected to the State Colleges and Universities’ designated programs of
excellence. This recommendation allows the board to use selective adjustments and discretionary or incentive
payments to attract and retain the high caliber faculty and staff that are an integral part of “best-in-class” programs
of excellence. This initiative supports the goal of increasing faculty retention and/or hiring in areas related to the
designated programs of excellence.

Relationship to Base Budget
This $5 million initiative represents 4.7% of the Governor’s proposed $107.5 million increase in state operational
funding for the Minnesota State Colleges and Universities system. Overall the Governor’s $107.5 million package
of new initiatives at the MnSCU system will result in an 8.5% increase over MnSCU’s appropriated amounts for
the FY 2004-05 biennium.
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Fiscal Impact ($000s) FY 2006 FY 2007 FY 2008 FY 2009

General Fund
Expenditures $9,000 $5,000 $5,000 $5,000
Revenues 0 0 0 0

Other Fund
Expenditures 0 0 0 0
Revenues 0 0 0 0

Net Fiscal Impact $9,000 $5,000 $5,000 $5,000

Recommendation
The Governor recommends an increase of $9 million in FY 2006 and $5 million in FY 2007, in a combination of
both one-time and ongoing funding, from the General Fund to strengthen existing online services for students and
faculty at campuses throughout the MnSCU system.

Background
The State Colleges and Universities system has made important strides in developing its online learning capacity.
Through Minnesota Online MnSCU institutions now offer more than 80 programs completely or predominantly
online, and more than 3,500 course sections. In the past year over 25,000 students took at least one online
course. The Governor’s recommended funding will allow the system to continue to expand the depth and breadth
of its online offerings.

This recommendation is for $4 million of one-time funding in FY 2006 only, and $5 million in each year of the FY
2006-07 biennium to fund ongoing investments in the Minnesota Online program. MnSCU will be able to
strengthen and expand e-learning opportunities by: expanding tutoring and training services; enhancing and
improving Call Center and other technical support; creating online programs in areas of strategic state needs; and
promoting collaboration between institutions and among faculty.

Relationship to Base Budget
This $14 million initiative represents 13% of the Governor’s proposed $107.5 million increase in state operational
funding for the Minnesota State Colleges and Universities system. Overall the Governor’s $107.5 million package
of new initiatives at the MnSCU system will result in an 8.5% increase over MnSCU’s appropriated amounts for
the FY 2004-05 biennium.
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Fiscal Impact ($000s) FY 2006 FY 2007 FY 2008 FY 2009

General Fund
Expenditures $4,800 $5,200 $5,200 $5,200
Revenues 0 0 0 0

Other Fund
Expenditures 0 0 0 0
Revenues 0 0 0 0

Net Fiscal Impact $4,800 $5,200 $5,200 $5,200

Recommendation
The Governor recommends an increase of $4.8 million in FY 2006 and $5.2 million in FY 2007 from the General
Fund to provide the full requested amount of funding for MnSCU’s initiative to meet critical state needs in nursing
by increasing capacity for training nurses.

Background
The state of Minnesota continues to face and respond to shortages of nurses within the next decade. The state
needs more nurses at all levels of professional preparation. The Governor supports MnSCU’s proposed initiative
to meet critical state needs in nursing education through a variety of means:
♦ By increasing enrollment in registered nurse programs;
♦ By expanding licensed practical nurse programs where there are shortages;
♦ By recruiting more nursing faculty; and
♦ By expanding distance learning in nursing and healthcare

Relationship to Base Budget
This $10 million initiative represents 9.3% of the Governor’s proposed $107.5 million increase in state operational
funding for the MnSCU system. Overall the Governor’s $107.5 million package of new initiatives at the MnSCU
system will result in an 8.5% increase over MnSCU’s appropriated amounts for the FY 2004-05 biennium.
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Fiscal Impact ($000s) FY 2006 FY 2007 FY 2008 FY 2009

General Fund
Expenditures $2,500 $3,000 $3,000 $3,000
Revenues 0 0 0 0

Other Fund
Expenditures 0 0 0 0
Revenues 0 0 0 0

Net Fiscal Impact $2,500 $3,000 $3,000 $3,000

Recommendation
The Governor recommends appropriating $2.5 million in FY 2006 and $3 million in FY 2007 from the General
Fund to provide the full requested amount of funding to MnSCU for their Innovations Fund initiative.

Background
The Innovations Fund will provide resources for the MnSCU system to decrease time to market delivery of new
programs and curricula to meet critical business, industry and community needs. This program will provide seed
funds, triggered on a matching basis by partner organizations, for the design and development of emerging
programs and curricula, and for equipment acquisition and services development.

Relationship to Base Budget
This $5.5 million initiative represents 5.1% of the Governor’s proposed $107.5 million increase in state operational
funding for the MnSCU system for the FY 2006-07 biennium. Overall the Governor’s $107.5 million package of
new initiatives at the MnSCU system will result in an 8.5% increase over MnSCU’s appropriated amounts for the
FY 2004-05 biennium.
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Fiscal Impact ($000s) FY 2006 FY 2007 FY 2008 FY 2009

General Fund
Expenditures $1,500 $1,500 $1,500 $1,500
Revenues 0 0 0 0

Other Fund
Expenditures 0 0 0 0
Revenues 0 0 0 0

Net Fiscal Impact $1,500 $1,500 $1,500 $1,500

Recommendation
The Governor recommends an increase of $1.5 million in FY 2006 and $1.5 million in FY 2007 from the General
Fund to provide the full requested amount of funding for MnSCU’s initiative to address needs in agriculture and
small business management education.

Background
Management education programs provide education to a student population that is unable to participate in the
traditional higher education format. Students in this program currently own or manage a farm or small business
on a full-time basis. Because the farm and small business community is a critical factor in the health of Greater
Minnesota, the MnSCU system has found that it is important that these entrepreneurs have access to education
that is primarily provided through individualized instruction offered at varying times and locations. The
individualized format enables these students to directly apply the knowledge they gain to their businesses and
also allows them to continue to commit the time needed for the success of their business. The recommended
new funding will enable the MnSCU institutions to provide financial support to these students and also provide
additional funds for colleges to support the necessary, individualized delivery of management education at a lower
student-to-faculty ratio. As a result, this initiative will improve the ability of MnSCU institutions to serve the
management education needs of farm and small business owners.

Relationship to Base Budget
The $3 million represents 2.8% of the Governor’s proposed $107.5 million increase in state operational funding
for the MnSCU system. Overall the Governor’s $107.5 million package of new initiatives at the MnSCU system
will result in an 8.5% increase over MnSCU’s appropriated amounts for the FY 2004-05 biennium.
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Fiscal Impact ($000s) FY 2006 FY 2007 FY 2008 FY 2009

General Fund
Expenditures 0 0 0 0
Revenues 0 0 0 0

Other Fund
Expenditures $469 $469 0 0
Revenues 0 0 0 0

Net Fiscal Impact $469 $469 0 0

Recommendation
The projects recommended by the Legislative Commission on Minnesota Resources (LCMR) are displayed as
part of the State Colleges and Universities’ biennial budget request. The Governor is not making specific
recommendation on these projects.

Background

1. Improving water quality on the central sands - $587,500
(Central Lakes College – Agricultural Center)

2. Bio-conversion of potato waste into marketable biopolymers - $350,000
(Bemidji State University – CEESS)

Relationship to Base Budget
Project funding is available for FY 2006-07.

Key Measures
See individual project proposals. Also see the LCMR web site at http://www.lcmr.leg.mn.us/lcmr.htm

http://www.commissions.leg.state.mn.us/lcmr/lcmr.htm


State of Minnesota Page 14 2006-07 Biennial Budget
1/25/2005

Minnesota State Colleges and Universities
2006 – 07 Biennial Budget Request



STATE COLLEGES & UNIVERSITIES
Agency Change Item: Nursing

State of Minnesota Page 15 2006-07 Biennial Budget
Governor’s Recommendation 1/25/2005

Fiscal Impact ($000s) FY 2006 FY 2007 FY 2008 FY 2009

General Fund
Expenditures $4,800 $5,200 $5,200 $5,200
Revenues 0 0 0 0

Other Fund
Expenditures 0 0 0 0
Revenues 0 0 0 0

Net Fiscal Impact $4,800 $5,200 $5,200 $5,200

Request
Minnesota State Colleges and Universities requests $4.8 million in FY 2006 and $5.2 million in FY 2007 for
nursing education.

Background
Minnesota, like many states, faces a severe shortage of nurses in the next five to 10 years. Shortages of licensed
practical nurses pose a significant problem for long-term care facilities. The funding would increase capacity for
training nurses, add innovative ways to educate nurses in a timely manner and build strategic partnerships in the
healthcare industry.

The objective is to increase the number of nursing graduates in the Minnesota State Colleges and Universities
System by 40% by 2008. This will include nurses at all levels of professional preparation through the master’s
degree, including qualified nurse faculty in order to expand our teaching and clinical capacities.
♦ Increase enrollment to produce 440 more registered nurses by 2008.
♦ Expand practical nursing programs where shortages exist.
♦ Recruit 40 nursing faculty to seek advanced degrees in nursing education by offering a $10,000 tuition

forgiveness program for those willing to teach at a state college or university.
♦ Use new technology to expand distance learning in nursing and health care.

Partners: Health care employers and associations representing hospitals and long-term care and assisted living
facilities, Minnesota Nurses Association, Minnesota Association of Colleges of Nursing

More nurses and health care workers will ease the pending shortages and ensure that the state remains attractive
to businesses.

Expand Nursing Enrollment and Nurse Educator Programs:
Expand the system’s enrollment in registered nursing programs ($4.4 million);
Support practical nursing programs in regions of high need ($500,000);
Address the shortage of nursing faculty ($500,000)

Healthcare Education Simulation Equipment and Digital Learning Library:
Provide learning opportunities for students using simulation equipment ($600,000) – matched 1:1 with industry
contributions
Development of “digital library” of learning scenarios for use with simulation equipment ($500,000)

Nursing Online:
Phase I: Planning and design ($55,000)
Phase II: Development of RN nursing pathway (MCTC model) on line ($500,000); development of clinical
education system ($100,000); iSEEK healthcare channel ($50,000)
Phase III: Scaled to serve 400 students ($2.095 million)

Strategic Partnerships:
Support for collaborative nursing program development ($200,000)
Biomedical and allied health (laboratory/radiology) curriculum development ($200,000)
Support for the Healthcare Education Industry Partnership ($300,000)
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Relationship to Base Budget
Minnesota State Colleges and Universities spent approximately $50 million in nurse education in FY 2003. The
request of $4.8 million in FY 2006 represents an approximate increase of 9% over this base.

Key Measures
Increase the number of nursing graduates in the Minnesota State Colleges and Universities System by 40% by
2008.
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Fiscal Impact ($000s) FY 2006 FY 2007 FY 2008 FY 2009

General Fund
Expenditures $1,500 $1,500 $1,500 $1,500
Revenues 0 0 0 0

Other Fund
Expenditures 0 0 0 0
Revenues 0 0 0 0

Net Fiscal Impact $1,500 $1,500 $1,500 $1,500

Request
Minnesota State Colleges and Universities requests $1.5 million in FY 2006 and $1.5 million in FY 2007 for
teacher education initiatives.

Background
The Teaching Commission, in its report, Teaching at Risk: A Call to Action, said, “Nothing is more vital to our
future than ensuring that we attract and retain the best teachers in our public schools.” To that end, the
Minnesota State Colleges and Universities system is establishing a Teacher Center that will advance
opportunities for the professional growth and development of educators throughout the state and throughout their
careers, using both face-to-face and online programs and services. Through strengthened collaboration among
the seven state universities and, as appropriate, with two-year colleges, and with close ties with practitioners in
the field, the center will enable the system and its institutions to maximize the efficiency and effectiveness of the
programs and services it offers to the state’s teachers, administrators and school districts. It will also support
“quick response” program and service changes or additions based on continuous assessment of customer needs.

Specifically, the Teacher Center will work in partnership with P-12 schools to provide:

♦ Mentoring and induction programs designed to improve the performance and retention of new teachers;
♦ Research–based solutions and models to meet educator, district, and state needs in critical areas;
♦ Expanded alternative or accelerated pathways to certification in high need areas, particularly for adults

holding baccalaureate degrees and wishing to become licensed teachers; and
♦ A WEB-based clearinghouse for information about teacher education programs, services and resources in the

system.

The Center was established in early FY 2005 with modest initiative funding of approximately $200,000, the
reallocation of matching internal Office of the Chancellor funds, and the reallocation of staff resource by each
state university to support a part-time campus teacher center coordinator.ÿ ÿThe FY 2006-07 budget request of
$1.5 million per year would enable the system to fully implement an array of programs and services designed to
ensure that Minnesota has an adequate supply of highly qualified teachers and administrators. Nonstate funding
sources are being sought as well.

Relationship to Base Budget
Minnesota State Colleges and Universities spent approximately $43 million in teacher education in FY 2003. The
request of $1.5 million in FY 2006 represents an approximate increase of 4% over this base.

Key Measures
ÿ Develop, improve, and promote flexible pathways to achieve licensure in high-demand fields.
ÿ Increase the number of teachers receiving certification through accelerated pathways.
ÿ Increase the numbers of prospective and practicing teachers and administrators who obtain information about

available programs and services through new WEB-based and print tools.
ÿ Increase the retention of teachers in schools and districts participating in system-developed induction and

mentoring programs.
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ÿ Increase the number and quality of professional development opportunities that are readily available to
educators throughout the state and targeted to needs identified in collaboration with teachers and
administrators.
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Fiscal Impact ($000s) FY 2006 FY 2007 FY 2008 FY 2009

General Fund
Expenditures $1,500 $1,500 $1,500 $1,500
Revenues 0 0 0 0

Other Fund
Expenditures 0 0 0 0
Revenues 0 0 0 0

Net Fiscal Impact $1,500 $1,500 $1,500 $1,500

Request
Minnesota State Colleges and Universities requests $1.5 million in FY 2006 and $1.5 million in FY 2007 for farm
and small business management education programs.

Background
Management education programs in Minnesota State Colleges and Universities include the following: farm
business management, small business management, computerizing small business, lamb and wool management,
and specialty crop management.

The specialized delivery method of the management education programs focuses on individualized instruction at
varying times and locations. This enables the student to receive timely instruction related to topics that are
directly influencing the success of their businesses. These students place a priority on educational experiences
that are directly relevant to their business activity.

Management education programs provide education to a student population that is unable to participate in the
traditional higher education format. Students in this program currently own or manage a farm or small business
on a full-time basis. Because the farm and small business community is a critical factor in the health of Greater
Minnesota, it is imperative that these entrepreneurs continue to have access to education in a format that enables
direct application to their businesses and allows them to continue to commit the time needed for the success of
their business. Even though individualized on-site instruction is the primary delivery method, it is apparent that
innovative enhancements to the program are needed.

Initiatives:
♦ Diverse Needs $200,000

Funding for new programs and instructors in the diverse needs initiative would serve diverse populations that
have not previously participated in management education programs.

♦ Student Support $1,500,000
The student support initiative will increase the tuition subsidy to students to reflect tuition increases of more
than 50% over the last four years.

♦ Revenue Coverage to Support Specialized Delivery $900,000
The revenue coverage initiative will provide additional funds for colleges to support the necessary,
individualized delivery at a lower student-to-faculty ratio.

♦ Capacity Building $100,000
The capacity-building initiative will support enrollment growth through innovative statewide initiatives designed
to improve efficiency, expand delivery and improve quality in meeting the changing needs of students

♦ Statewide Collaboration $300,000
The statewide collaboration initiative will expand existing and build new collaborative efforts to increase
program efficiency, enhance faculty development efforts and secure resources to reach more students.

Relationship to Base Budget
Half of the request ($750,000 annually) is student support that helps to offset student tuition. The other half will
become part of the institution’s base for supporting the educational programs. In FY 2003, the colleges spent
approximately $10 million on the small business and farm business management programs. The $750,000
request to represents a 7.5% increase to base.
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Key Measures
Increase the number of farms and small businesses served by the Minnesota State Colleges and Universities.
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Fiscal Impact ($000s) FY 2006 FY 2007 FY 2008 FY 2009

General Fund
Expenditures $3,500 $4,600 $4,600 $4,600
Revenues 0 0 0 0

Other Fund
Expenditures 0 0 0 0
Revenues 0 0 0 0

Net Fiscal Impact $3,500 $4,600 $4,600 $4,600

Request
Minnesota State Colleges and Universities requests $3.5 million in FY 2006 and $4.6 million in FY 2007 for
Minnesota Online.

Background
The strategic goal of Minnesota Online is to be the trusted provider of choice for high quality e-learning
opportunities by expanding access to lifelong learners within Minnesota and throughout the world. For Minnesota,
Minnesota Online will be able to respond more rapidly to prepare the skilled employees necessary to accelerate
the state’s economic growth, offering e-learning opportunities to businesses and emerging key industry sectors
like advanced manufacturing, healthcare, biosciences, and others.

Targeted outcome: The strategic focus of Minnesota Online is to create the nation’s top public online university
by 2008, utilizing the resources of the Minnesota State Colleges and Universities System, supplying seamless
education and training services offered 24/7, when and where Minnesotans need them.

The state of Minnesota will benefit from increased tax revenue generated by additional economic activity and an
enhanced ability to contribute toward the growth of targeted industries. Minnesota taxpayers will benefit from a
significantly better return on their investment in workforce development.

Funding for Minnesota Online will:
♦ Create critical online programs that meet strategic state needs.
♦ Strengthen existing online services by expanding tutoring and training services.
♦ Improve the Call Center (student information) support function.
♦ Enhance technical support for all online faculty and students 24 hours a day, seven days a week.
♦ Develop increased services to corporate clients.
♦ Promote collaboration between institutions and between faculty as a means to reduce program duplication.

Relationship to Base Budget
The budget for Minnesota Online in FY 2005 is approximately $2.5 million. (This does not include the cost of the
courses offered online.) This request would nearly double the base.

Key Measures
Increase in the number of students taking online courses.
Increase the number of courses as course sections offered.
Increase satisfaction of corporate clients served.
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Fiscal Impact ($000s) FY 2006 FY 2007 FY 2008 FY 2009

General Fund
Expenditures $4,600 $9,300 $9,300 $9,300
Revenues 0 0 0 0

Other Fund
Expenditures 0 0 0 0
Revenues 0 0 0 0

Net Fiscal Impact $4,600 $9,300 $9,300 $9,300

Request
Minnesota State Colleges and Universities requests $4.6 million in FY 2006 and $9.3 million in FY 2007 for
competitive salaries.

Background
Minnesota State Colleges and Universities seeks financial resources to enhance its competitive salary position in
the academic marketplace and to encourage excellence from its faculty and staff. We wish both to improve in
high-demand academic disciplines and to encourage and reward particular actions and outcomes. This approach
carries the potential of more differentials in faculty and staff compensation improvements than has typically been
the case in previous contract settlements; however, the specifics of any such compensation arrangements would
remain subject to the collective bargaining process. It is likely that resources would be needed to fund some
combination of general adjustments and discretionary or incentive payments.

Relationship to Base Budget
Minnesota State Colleges and Universities spent approximately $650 million in salaries in FY 2003. The request
of $4.6 million in FY 2006 represents an approximate increase of 0.7% over the salary base.

Key Measures
Increase the number of successful job searches in high demand areas.
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Fiscal Impact ($000s) FY 2006 FY 2007 FY 2008 FY 2009

General Fund
Expenditures $2,500 $3,000 $3,000 $3,000
Revenues 0 0 0 0

Other Fund
Expenditures 0 0 0 0
Revenues 0 0 0 0

Net Fiscal Impact $2,500 $3,000 $3,000 $3,000

Request
Minnesota State Colleges and Universities requests $2.5 million in FY 2006 and $3.0 million in FY 2007 for an
Innovations Fund.

Background
The Innovations Fund would provide resources for curriculum design, equipment acquisition and program or
service development to address significant state needs. Knowledge Age citizens are learning every day – all of
the time and everywhere. Learning is interactive, collaborative, distributed and lifelong. Recognizing the
changing needs of students and employers and the changing nature of work and careers, the Innovations Fund
would provide resources for the development and design of emerging programs and curriculum. Developments in
information technology, telecommunications, computer-assisted industrial applications, as well as continuing
acceleration in technological advancements affecting virtually every aspect of human endeavor, are
revolutionizing the way postsecondary education is organized and delivered in the state, nation and world. A
rapidly growing student population is becoming older, increasingly diverse and faces continuing challenges to
develop new skills. Employers expect higher education to provide necessary education and training in a highly
flexible and responsive manner, often anticipating new needs as they emerge.

In order to remain competitive, continue to serve as Minnesota’s primary source of postsecondary education and
training for the system, and reduce the time to delivery, additional resources are required. The Innovations Fund
would assist the system in addressing rapidly-changing needs for education and training by providing seed funds
that would be triggered on a matching basis by our institution’s partner organizations, businesses and industries.
It would focus on the state’s critical economic and workforce development needs as the basis for aligning the
educational products and services with the needs of business, industry and Minnesota communities. This funding
is needed because:

♦ Upgrading and extending the skills of the existing workforce are crucial in a competitive, global economy.
♦ Building a sound future skill base requires a commitment to quality learning interventions and integrated

industry and community involvement.
♦ Enhancing education and training’s quality, relevance and flexibility are fundamental to the quality of a

community’s economic vitality.
♦ Ensuring that curriculum, equipment and delivery modes are best-in-class is essential for students to be

successful.

Key Measures
♦ Decrease time to market of new programs and new curriculum to meet the state’s critical skill needs.
♦ Increase the number of new programs and curriculum to meet the state’s critical skill needs.
♦ Increase leveraged contributions from the state’s business and industry sectors to support program and

curriculum development.
♦ Increase business and industry satisfaction with results of leveraged partnerships.
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Fiscal Impact ($000s) FY 2006 FY 2007 FY 2008 FY 2009

General Fund
Expenditures $5,000 $6,000 $6,000 $6,000
Revenues 0 0 0 0

Other Fund
Expenditures 0 0 0 0
Revenues 0 0 0 0

Net Fiscal Impact $5,000 $6,000 $6,000 $6,000

Request
Minnesota State Colleges and Universities requests $5 million in FY 2006 and $6 million in FY 2007 for facilities
repair and replacement.

Background
Minnesota State Colleges and Universities facilities average 34 years of age. A review of the life expectancy of
building components on average indicates there are a considerable number of major components requiring
replacement during the 25- to 40-year timeframes. All heating, ventilation, air conditioning, electrical distribution,
roofs, some doors and hot/cold water lines tend to need replacement in this timeframe. There is a growing need
to repair and replace the major infrastructure systems which have exceeded their useful lives.

A 1999 assessment indicated backlog of nearly $500 million. Since 1995, facilities have not been adequately
funded – both in operations budgets and in capital budgeting for renovation – resulting in increasing the size of
that backlog. Furthermore, when maintenance or replacement is delayed, problems can be compounded. For
example, a ventilation system that only partially works can cause potential long-term air quality problems that can
affect the health and welfare of the building’s inhabitants.

The HEAPR funds in the capital budget request represent the “catch-up” portion of the facilities investment
strategy – the funding of larger projects to reduce the current backlog. In addition to HEAPR funds, the overall
capital budget is used to “catch-up” with renovation and repair. In 2004, over 75% of the square footage affected
by the Capital budget request was for renovation and repair. That budget was not approved, so more than
900,000 square feet of space was not renovated.

The annual operating budget request represents the “keep up” portion of the facilities investment strategy – the
annual repair and replacement work that campuses should be undertaking for ongoing projects. Investing in the
“keep up” portion is a more cost-effective means of maintaining facilities than allowing conditions to deteriorate,
avoiding costly problems compounded by deteriorating conditions, time and inflation.

Relationship to Base Budget
Minnesota State Colleges and Universities spent approximately $17.5 million on repair and replacement in FY
2004. The request of $6 million in FY 2007 represents an approximate increase of 34% over this base.

Key Measures
♦ Maintain the stewardship of the existing campus facilities resource as a warm, dry, environmentally safe

structure for students, staff and public.
♦ Increase energy efficiency with roof replacements, major mechanical and ventilation improvements. Funds

saved through increased energy efficiency would be placed back into on-going repair and replacement efforts.
♦ Reduce the projected increase in deferred maintenance backlog.
♦ Improve the Facilities Condition Index (FCI is the measure of the deferred maintenance divided by the current

replacement cost).
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Fiscal Impact ($000s) FY 2006 FY 2007 FY 2008 FY 2009

General Fund
Expenditures $6,000 $6,000 $6,000 $6,000
Revenues 0 0 0 0

Other Fund
Expenditures 0 0 0 0
Revenues 0 0 0 0

Net Fiscal Impact $6,000 $6,000 $6,000 $6,000

Request
Minnesota State Colleges and Universities requests $6 million in FY 2006 and $6 million in FY 2007 for initiatives
to serve underserved populations.

Background
Demographic changes are significantly changing the face of this state. Increasingly, Minnesota is becoming a
state where racial and ethnic diversity is a fact, rather than a future demographic projection. Diversity is apparent
across whole neighborhoods throughout the Twin Cities. Even in Greater Minnesota, migration across state lines
and immigration across borders are contributing to changes in the populations of neighborhoods and schools.

This increasing diversity is most readily noticeable in the schools. School districts that 10 or 12 years ago had
very few students of color are now seeing explosive increases in these students. For example, between 1999
and 2003, the number of students of color enrolled in Anoka-Hennepin schools increased by 219%, in Eden
Prairie schools by 329%, in Owatonna schools by 441%, and in Worthington schools by a staggering 541%, from
138 students in 1990 to 884 students in 2003.

Unfortunately, the academic achievement of these new students is not in keeping with their increasing numbers.
By almost every criterion used, the academic achievement of students of color in Minnesota is below that of their
white classmates. Students of color also have lower high school graduation rates and lower college participation
rates than their White peers. Especially troublesome, because we know that Minnesota's quality of life has been
made possible, and will be sustained, by a highly educated workforce. Quite simply, we cannot afford to allow an
increasingly important segment of the population slip through the cracks and fail to obtain the opportunities of
higher education. Efforts must be undertaken now to ensure that all Minnesotans in the K-12 system are aware of
the higher education opportunities available to them, and that they take and succeed in appropriate coursework
during their junior high and high school years so that they will be prepared to undertake college-level work upon
graduation from high school.

This initiative is designed to address the problems of students who have traditionally been under-served in higher
education, including low-income, first-generation, immigrants and students of color, by taking a multi-level,
multifaceted approach to improving the academic achievement and college motivation of these students. We
envision the initiative to be similar in part to the successful TRIO programs, the federal educational opportunity
outreach programs designed to motivate and support students from disadvantaged backgrounds. However, the
initiative also relies heavily on the establishment of partnerships between colleges and universities to improve
performance of students in lower grades by providing consultation, curriculum development and professional
development for teachers. Federal funds for additional TRIO programs are extremely difficult to obtain, so state
funds are being sought to advance this critical initiative. Working in partnership with the K-12 system, the
colleges and universities will undertake projects that will work with students at all levels of the K-12 educational
pipeline.

Educational Partnerships
Select 20 K-8 schools with high percentage of students eligible for free or reduced-price lunches.
Provide professional development for teachers
Engage parents
Provide enrichment activities for students
Award competitive grants, 20 projects across the state, $50,000 per project per year.
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Total: $1,000,000

Academic Development
Select 30 junior and high schools
Provide academic enrichment, tutoring, mentoring
Work with parents
Provide summer academies
Fund 30 projects, $100,000 each for two years
Total: $3,000,000

Bridges to Success
Ensure that high school to college transition is successful
Provide summer bridge programs
Programs to include learning communities, intrusive advising, supplemental instruction
Fund 20 projects, $100,000 each for two years
Total: $2,000,000
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Fiscal Impact ($000s) FY 2006 FY 2007 FY 2008 FY 2009

General Fund
Expenditures 0 0 0 0
Revenues 0 0 0 0

Other Fund
Expenditures $469 $469 0 0
Revenues 0 0 0 0

Net Fiscal Impact $469 $469 0 0

Background
1. Improving water quality on the central sands - $587,500

(Central Lakes College – Agricultural Center)
2. Bio-conversion of potato waste into marketable biopolymers - $350,000

(Bemidji State University – CEESS)
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Agency Purpose
he mission of the Minnesota State Colleges and
Universities (MnSCU) system is to provide the
diverse citizens of Minnesota with the benefits

of high-quality, accessible, future-oriented higher
education; relevant research; and community service.

The diverse institutions within the MnSCU system
offer an unequaled breadth, variety and quality of
educational opportunities across the state.
Collectively and in partnership the colleges and
universities offer learning opportunities for a
technologically sophisticated world that result in:
♦ contributing and empowered citizens;
♦ active participants in a democratic society;
♦ educated, skilled, and adaptable workers;
♦ innovative lifelong learners;
♦ practical research and development; and
♦ successful communities.

Vision – Minnesota State Colleges and Universities will be the preferred pathway to higher educational
opportunities and a valued partner in statewide economic development and community building.

The uniqueness and diversity of the Minnesota State Colleges and Universities and the power of a
unified system will enable the Minnesota State Colleges and Universities to excel as the most
accessible, highest quality, and innovative education provider in the region.

Core Functions
Teaching and learning are the core functions of the Minnesota State Colleges and Universities.

Operations
The colleges and universities serve students in credit-based courses, non-credit courses and
customized training. The colleges and universities offer an extremely wide array of credit-based
courses leading to master’s, bachelor’s and associate degrees, as well as occupational certificates and
diplomas. They also offer non-credit continuing education courses and direct training services to
businesses, non-profit organizations and government agencies seeking to improve their employees’
skills.

MnSCU’s programs are delivered at 53 campus locations statewide, comprising 20 million square feet
of space, or approximately one-third of the state's building inventory. Each one of the 34 Minnesota
state colleges and universities contribute to the civic, economic, and cultural life in the 46 communities
in which they are located.

At A Glance

♦ Largest provider of higher education in
Minnesota, educating about 240,000 students
in credit courses annually – over 50% of all
Minnesota postsecondary enrollments.

♦ Serves another 130,000 students in non-credit
courses.

♦ Graduates 32,000 students each year
♦ Produces the largest share of the state’s new

teachers, accountants, police officers, nurses,
computer professionals, firefighters,
technicians, tradespeople and others from a
broad range of disciplines.

T
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Budget

Revenue
State appropriations comprise 41% and
tuition and fees revenue comprises 36% of
the MnSCU system’s revenue. Other major
sources include federal and state grants.
Ninety percent of the state appropriation is
allocated to the colleges and universities. All
tuition and fee revenues generated by the
colleges and universities remains with the
institution that generated them.

Expenditures
Compensation accounts for 67% of the
Minnesota State Colleges and Universities total expenses.

Instruction and academic support comprise approximately 64% of Minnesota State Colleges and
Universities functional activities.

The Office of the Chancellor expenditures comprise 1.18% of the Minnesota State Colleges and
Universities total expenses.

Employees

Faculty comprise 58% of the 16,479
headcount employees. Minnesota State
Colleges and Universities employs 11,351 full-
time equivalent (FTE) employees.

Revenue
FY2004 All Funds, $1.4 Billion

Other
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Contact

Linda Kohl
Public Affairs
Phone:651-296-9595

MnSCU home:
www.mnscu.edu

Minnesota State Colleges and Universities Budget Unit web site:
www.Budget.mnscu.edu/

http://www.mnscu.edu
http://www.budget.mnscu.edu
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Direct Appropriations by Fund
Environment & Natural Resource

Current Appropriation 0 0 0 0 0
Recommended 0 0 469 469 938

Change 0 469 469 938
% Biennial Change from 2004-05 n.m.

Mnscu General Fund
Current Appropriation 560,881 547,694 547,694 547,694 1,095,388
Recommended 560,881 547,694 602,994 599,894 1,202,888

Change 0 55,300 52,200 107,500
% Biennial Change from 2004-05 8.5%

Expenditures by Fund
Direct Appropriations

Environment & Natural Resource 0 0 469 469 938
Mnscu General Fund 559,631 546,444 602,994 599,894 1,202,888

Statutory Appropriations
Mnscu General Fund 532,791 651,687 645,569 672,056 1,317,625
Mnscu Special Revenue 11,253 12,328 11,635 11,635 23,270
Mnscu Federal Fund 47,171 46,859 46,743 46,743 93,486
Mnscu Agency Fund 22,449 22,468 22,441 22,441 44,882
Mnscu Gift Fund 720 540 500 500 1,000
Sub Supplemental & Ira Retire 795 1,251 1,114 1,114 2,228
Mnscu Enterprise Activities 7,149 8,523 8,253 8,253 16,506
Mnscu Endowment Fund 6 5 5 5 10

Total 1,181,965 1,290,105 1,339,723 1,363,110 2,702,833

Expenditures by Category
Local Assistance 1,181,965 1,290,105 1,339,723 1,363,110 2,702,833
Total 1,181,965 1,290,105 1,339,723 1,363,110 2,702,833

Expenditures by Program
Mn State Colleges & Univer 1,181,965 1,290,105 1,339,723 1,363,110 2,702,833
Total 1,181,965 1,290,105 1,339,723 1,363,110 2,702,833
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Program Description
Minnesota’s 25 state colleges and seven universities
provide an array of high quality and low cost educational
programs to residents in all parts of the state.

Technical colleges offer education for employment -
courses and programs that teach specific knowledge and
skills leading to particular jobs. The programs range in
length from three months to two years.

Community colleges provide the first two years of a four-
year college education. Graduates of community colleges
can transfer to Minnesota state universities and other
colleges to complete four-year degrees. Community
colleges also offer general education courses and
occupational career programs that directly prepare students
for jobs.

Combined technical and community colleges are two-
year colleges that offer a mix of technical college and community college courses and programs. These colleges
offer the opportunity to start a bachelor's degree or pursue a two-year career program leading immediately to
employment.

Minnesota's four-year state universities offer courses and programs leading to bachelor's, master's and
advanced degrees. Programs are offered in liberal arts and sciences and in professional fields.

Population Served
Minnesota State Colleges and Universities is the largest provider of higher education in the state of Minnesota
with 32 institutions serving more than 240,000 (unduplicated headcount) students annually in for-credit programs
or 136,000 full-year equivalents (FYE). The state colleges and universities also serve 141,000 students and
6,000 businesses through customized training. The institutions provide applied research and public service to
Minnesota communities in all regions of the state. Enrollment is 96 percent undergraduate. In FY2003, the
system served more than 21,600 students of color, more than all other Minnesota higher education providers
combined. In 2004, the number of students of color rose to 25,000. Students of color comprise 12.1 percent of
MnSCU students. Thirty-eight percent are 25 or older. The average age of our students is 26.3. About 43
percent attend part-time.

Services Provided
The state colleges and universities offer more than 3,600 degree programs. In the past year more than 25,000
students took online courses, a 13-fold increase since 2000. Through Minnesota Online, the state colleges and
universities offer more than 80 programs completely or predominantly online and more than 3,500 course
sections.

Historical Perspective
In July 1995, the former community college, technical college and state university systems merged to become the
Minnesota State Colleges and Universities system.

Program at a Glance

♦ Largest provider of higher education in
Minnesota, educating about 240,000 students
each year – over 50% of all Minnesota
postsecondary enrollments.

♦ Eighty-eight percent of students are
Minnesota residents.

♦ Eighty-six percent of graduates get jobs
related to their major or program within one
year after graduation.

♦ Eighty-one percent of graduates stay in
Minnesota to work or to continue their
education.

♦ The system has seven universities and 25
colleges on 53 campuses in 46 Minnesota
communities.
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Key Measures

MnSCU full year equivalent enrollment (FYE) is calculated by dividing the total number of undergraduate credits
in a given year by 30 (considered to be a full academic load for an undergraduate student). For graduate FYE,
the total number of graduate credits is divided by 20 (considered to be a full academic load for a graduate
student).

Contact
Linda Kohl
Public Affairs
Phone: (651) 296-9505

MnSCU web site:
http://www.mnscu.edu

MnSCU Budget Unit web site:
http://www.budget.mnscu.edu

MnSCU Full-Year Equivalent Enrollment
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Fiscal Impact ($000s) FY 2006 FY 2007 FY 2008 FY 2009

General Fund
Expenditures $94,800 $36,000 $36,000 $36,000
Revenues 0 0 0 0

Other Fund
Expenditures 0 0 0 0
Revenues 0 0 0 0

Net Fiscal Impact $94,800 $36,000 $36,000 $36,000

Agency Request
Per Minnesota Statutes section 135A.031, the Minnesota State Colleges and Universities (MnSCU) system is
requesting an appropriation increase of $58,800,000 nonrecurring and $36,000,000 recurring beginning in FY
2006 to fund state obligations for the current funding formula enrollment adjustment.

Background
The current funding formula for higher education has been in place since the 1996-1997 biennium. It was
designed to recognize that certain costs at higher education institutions are variable and change with enrollment.
Essentially, the formula recognizes that 65% of the fully allocated instructional base will fluctuate with each 2%
change in enrollment.

The MnSCU system is in the process of moving from basing its request less on estimated enrollments to
requesting based more on actual student enrollment. During the 2001 and 2003 sessions the system projected
enrollment growth of 8% for FY 2003 over the FY 2001 enrollment base and the state funding formula adjusted
the fiscal year 2003 base by $26,375,000. Although the system’s total appropriation was decreased for FY 2003,
the overall calculations did recognize the amounts just stated in arriving at the final reduced appropriation. No
funding adjustment was made for estimated enrollments related to FY 2004 or 2005 during the 2003 session.

Once finalized, the system’s actual fiscal year 2003 enrollment exceeded the fiscal year 2001 enrollment base by
12%, an additional 4 percent over prior projections. This generates a FY 2003 base funding adjustment of
$13,187,000 per year (based on 65% of the FY 2001 instructional base). In addition because the system’s fiscal
year 2003 enrollment was understated, $13,187,000 of nonrecurring appropriation is requested in FY 2006.

The system’s actual FY 2004 and estimated 2005 enrollment exceed the enrollment base each year by 6%. This
generates a one-time funding adjustment of $22,757,000 based on 65% of the instructional base for each year.
The request for FY 2006 also includes these two years of nonrecurring funding for FY 2004 -05. In addition the
request brings the $22,757,000 base funding adjustment forward into both years of the 2006-07 biennium as well.

This request does not include any adjustments related to estimated enrollments for FY 2006 or FY 2007. As
allowed by the formula, the system will calculate its enrollment adjustments for those years as part of the 2008-
2009 biennial request. At that time also any necessary adjustment will be included to reconcile actual enrollment
for FY 2005 if projected enrollments vary by 2% from the current estimated change of 6%.

The recurring funds will be used to support the growing enrollments at all institutions. Funds from this adjustment
will go directly to the colleges and universities.

The non-recurring funds will support Minnesota Online and core investments in the system. The core
investments include leveraged equipment, technology and repair and replacement of facilities.

ÿ Minnesota Online increases access by providing high quality e-learning opportunities to learners of all ages
and types. These one-time funds will support existing online programs, encourage growth of online courses,
and provide incentives for collaboration between institutions.
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ÿ Leveraged equipment - Upgrading instructional equipment continues to be a priority for the Minnesota State
Colleges and Universities. Colleges and universities must continually upgrade equipment to stay current with
industry needs and to make students marketable in many careers including science, health care, and
technical fields.

ÿ Technology - The demand for providing instructional materials and services electronically continues to grow.
The additional funds will continue to support technologies that will increase access, efficiency, and student
satisfaction.

ÿ Repair and replacement of facilities - Well-maintained facilities are a fundamental element in providing quality
education. The deteriorating condition of state-owned and operated buildings is a growing concern. Facilities
maintenance and repair has been under funded, creating a backlog of needed repairs of over $500 million.
These one-time dollars will be used to fund critical repairs, which is more cost-effective than allowing
conditions to deteriorate and having to correct costly problems compounded by time and inflation.
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Minnesota State Colleges and Universities
FY2003-2007 FYE by Residency

FY2003 Actual FY2004 Actual
FY2005

Estimated FYE
FY2006

Estimated FYE
FY2007

Estimated FYE

UNDERGRADUATE

Residents 105,143 107,609 108,820 110,168 111,322
Reciprocity 11,288 11,515 11,550 11,664 11,714
MSEP 162 176 176 173 177
Non Residents/Non Reciprocity 5,760 5,737 5,323 5,369 5,421
Senior Citizen 118 107 108 114 116
Post Secondary Enrollment 5,961 6,278 6,052 6,102 6,120

TOTAL UNDERGRADUATE 128,432 131,422 132,029 133,590 134,870

GRADUATE

Residents 2,940 3,002 3,716 3,702 3,732
Reciprocity 339 380 399 395 398
MSEP 2 1 7 7 7
Non Residents/Non Reciprocity 870 1,010 404 394 399
Senior Citizen 3 4 2 2 2

TOTAL GRADUATE 4,154 4,397 4,528 4,500 4,538

GRAND TOTAL 132,586 135,819 136,557 138,090 139,408

MnSCU Finance Division October 14, 2004
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Minnesota State Colleges and Universities REVISED - FY2003 actual FYE for correction factor for FY 2006/2007 Budget
FY 2001 Reconciliation to FY 2002 and FY 2003: FY2003 calculations

$'s in 000's
FY 2003

M.S. 135A FORMULA ADJUSTMENTS

FYE FYE
FULL YEAR EQUIVALENT ENROLLMENT FY 2001 FY 2003

Regular NOTE: Estimated FY 2003 Band 2003 Session +$26,375
Undergraduate 104,284 116,433 Actual FY 2003 Band Cost +$39,562
Graduate 4,024 4,148

Sub-Total Regular 108,308 120,581 Difference + $13,187

Marginal/Weighted Balance Due 2005 Session = $13,187
Post-Secondary Enrollment Options 4,735 5,961
Midwest Compact 154 164

Sub-Total Marginal 4,889 6,125

Weighted @ 50% 2,445 3,063

Total Formula Enrollment 110,753 123,644
Enrollment Base 110,216 110,216

FYE Change from Base 13,428
Per Cent Change from Base 12.18%

Formula Adjustment Factor 12.00%

Instruction Noninstruction Instruction + Noninstruction
Total Appropriation Tuition Total Appropriation Est. Revenue Total Appropriation Tuition, Rev.

ADJUST SPENDING FOR INFLATION, FIXED & VARIABLE
FY 2001 Adjusted Base Spending 718,639 507,205 211,434 168,062 67,053 101,009 886,701 574,258 312,443
Debt Service - Local TC Bonds 0 0 0 -59 -59 0 -59 -59 0
Subtotal, Base Spending 718,639 507,205 211,434 168,003 66,994 101,009 886,642 574,199 312,443

Fixed Base Spending, 35% 251,524 177,522 74,002 0 0 0 251,524 177,522 74,002
Variable Base Spending, 65% 467,116 329,683 137,432 0 0 0 467,116 329,683 137,432

ADJUST VARIABLE SPENDING FOR ENROLLMENT
Base Adjust Enrollment - FY 01 Actual to F 56,054 39,562 16,492 0 0 0 56,054 39,562 16,492

Total Spending Base 774,693 546,767 227,926 168,003 66,994 101,009 942,696 613,761 328,935

PERFORMANCE ADJUSTMENT
1% Performance 0 0 0 0 0 0 0 0 0
1/2 of One-time Est. Correct FY 95 Actual -13,499 -13,499 0 0 0 0 -13,499 -13,499 0

SUB TOTAL ADJUSTED FY 01 BASE SPENDING 761,194 533,268 227,926 168,003 66,994 101,009 929,197 600,262 328,935
Excess Tuition 61,290 0 61,290 0 0 0 61,290 0 61,290

TOTAL ADJUSTED FY 01 BASE SPENDING 822,484 533,268 289,216 168,003 66,994 101,009 990,487 600,262 390,225

A 02 03 Reconciliation U dated 03 Actual only.xls
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Minnesota State Colleges and Universities 2005 Session Initial Request for FY2004 and FY 2005 FYE Formula Adjustments
FY 2003 Reconciliation to FY 2004 and FY 2005
$'s in 000's - Based on Actual FY 2003 and FY 2004 FYE and 10/04 Projected FY 2005

FY 2003

Instruction Noninstruction Instruction + Noninstruction
Total Appropriation Tuition Total Appropriation Est. Revenue Total Appropriation Tuition, Rev.

2001Session FY 2003 SPENDING AUTHORITY Adjusted
Base 2001 Session 847,873 565,248 282,625 175,745 74,736 101,009 1,023,618 639,984 383,634
2002 Session Special Appropriations -32,268 -21,620 -10,648 -2,858 -2,858 0 -35,126 -24,478 -10,648
2003 Session Governor's Unallotment -32,957 -22,081 -10,876 -2,919 -2,919 0 -35,876 -25,000 -10,876
Sub-Total Laws of 2001 & 2002 & Gov 03 Unallot. 782,648 521,547 261,101 169,968 68,959 101,009 952,616 590,506 362,110

Adjust Intent Tuition to Actual 130,899 0 130,899 0 0 0 130,899 0 130,899
Adjusted Other Revenue 0 0 0 19,991 0 19,991 19,991 0 19,991
FY 2002 Carryforward 0 0 0 172,866 0 172,866 172,866 0 172,866

RECONCILIATION & Base Adjustments 913,547 521,547 392,000 362,825 68,959 293,866 1,276,372 590,506 685,866
Adjust out Carryforward 0 0 0 -172,866 0 -172,866 -172,866 0 -172,866
One-Time Funding 13,500 13,500 0 0 0 0 13,500 13,500 0
2003 Session 01/03 Base Est. FYE Correction 13,188 13,188 0 0 0 0 13,188 13,188 0
Reverse Gov's One-Time 2003 Session Unallotment 32,957 22,081 10,876 2,919 2,919 0 35,876 25,000 10,876
2005 Session 01/03 Base Actual FYE Correction 13,187 13,187 0 0 0 0 13,187 13,187 0
Adjust out Excess Tuition -130,899 0 -130,899 0 0 0 -130,899 0 -130,899

TOTAL ADJUSTED BASE SPENDING 855,480 583,503 271,977 192,878 71,878 121,000 1,048,358 655,381 392,977
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Minnesota State Colleges and Universities 2005 Session Initial Request for FY2004 and FY 2005 FYE Formula Adjustments
FY 2003 Reconciliation to FY 2004 and FY 2005
$'s in 000's - Based on Actual FY 2003 and FY 2004 FYE and 10/04 Projected FY 2005

FY 2004

M.S. 135A FORMULA ADJUSTMENTS
FYE FYE

FULL YEAR EQUIVALENT ENROLLMENT FY 2003 FY 2004
Regular

Undergraduate 116,433 119,124 NOTE: 2005 Session Est. FYE Adj. + $22,757
Graduate 4,148 4,392

Sub-Total Regular 120,581 123,516
Difference +$22,757

Marginal/Weighted
Post-Secondary Enrollment Options 5,961 6,278 Balance Due 2005 Session + $22,757 One-Time
Midwest Compact 164 177

Sub-Total Marginal 6,125 6,455

Weighted @ 50% 3,063 3,228

Total Formula Enrollment 123,644 126,744
Enrollment Base 119,033 119,033

FYE Change from Base 7,710
Per Cent Change from Base 6.48%

Formula Adjustment Factor 6.00%

Instruction Noninstruction Instruction + Noninstruction
Total Appropriation Tuition Total Appropriation Est. Revenue Total Appropriation Tuition, Rev.

ADJUST SPENDING FOR INFLATION, FIXED & VARIABLE
FY 2003 Adjusted Base Spending 855,480 583,503 271,977 192,878 71,878 121,000 1,048,358 655,381 392,977
Debt Service - Local TC Bonds 0 0 0 0 0 0 0 0 0
Subtotal, Base Spending 855,480 583,503 271,977 192,878 71,878 121,000 1,048,358 655,381 392,977

Fixed Base Spending, 35% 299,418 204,226 95,192 0 0 0 299,418 204,226 95,192
Variable Base Spending, 65% 556,062 379,277 176,785 0 0 0 556,062 379,277 176,785

ADJUST VARIABLE SPENDING FOR ENROLLMENT
Base Adjust Enrollment - FY 03 Actual to FY 04 Actual 33,364 22,757 10,607 0 0 0 33,363 22,756 10,607

Total Spending Base 888,844 606,260 282,584 192,878 71,878 121,000

PERFORMANCE & FYE ADJUSTMENT
1% Adjustment 0 0 0 0 0 0 0 0 0

SUB TOTAL ADJUSTED FY 04 BASE SPENDING 888,844 606,260 282,584 192,878 71,878 121,000 1,081,721 678,138 403,584
Excess Tuition 112,053 0 112,053 0 0 0 112,053 0 112,053

TOTAL ADJUSTED FY 04 BASE SPENDING 1,000,896 606,260 394,636 1,193,774 678,138 515,636
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Minnesota State Colleges and Universities 2005 Session Initial Request for FY2004 and FY 2005 FYE Formula Adjustments
FY 2003 Reconciliation to FY 2004 and FY 2005
$'s in 000's - Based on Actual FY 2003 and FY 2004 FYE and 10/04 Projected FY 2005

FY 2005

M.S. 135A FORMULA ADJUSTMENTS

FYE FYE
FULL YEAR EQUIVALENT ENROLLMENT FY 2003 FY 2005

Regular NOTE: 2005 Session Est. FYE Adj. + $22,757
Undergraduate 116,433 120,370
Graduate 4,148 4,519

Sub-Total Regular 120,581 124,889 Difference +$22,757

Marginal/Weighted Balance Due 2005 Session +22,757 Base plus one-time
Post-Secondary Enrollment Options 5,961 6,052
Midwest Compact 164 183

Sub-Total Marginal 6,125 6,235

Weighted @ 50% 3,063 3,118

Total Formula Enrollment 123,644 128,007
Enrollment Base 119,033 119,033

FYE Change from Base 8,973
Per Cent Change from Base 7.54%

Formula Adjustment Factor 6.00%

Instruction Noninstruction Instruction + Noninstruction
Total Appropriation Tuition Total AppropriationEst. Revenue Total Appropriation Tuition, Rev.

ADJUST SPENDING FOR INFLATION, FIXED & VARIABLE
FY 2003 Adjusted Base Spending Less Debt Service 855,480 583,503 271,977 192,878 71,878 121,000 1,048,358 655,381 392,977
Debt Service - Local TC Bonds 0 0 0 -59 -59 0 -59 -59 0
Subtotal, Base Spending 855,480 583,503 271,977 192,819 71,819 121,000 1,048,299 655,322 392,977

Fixed Base Spending, 35% 299,418 204,226 95,192 0 0 0 299,418 204,226 95,192
Variable Base Spending, 65% 556,062 379,277 176,785 0 0 0 556,062 379,277 176,785

ADJUST VARIABLE SPENDING FOR ENROLLMENT
Base Adjust Enrollment - FY 03 Actual to FY 05 Est. - 10/04 33,364 22,757 10,607 0 0 0 33,364 22,757 10,607

Total Spending Base 888,844 606,260 282,584 192,819 71,819 121,000 1,081,663 678,079 403,584

PERFORMANCE ADJUSTMENT
1% Performance 0 0 0 0 0 0 0 0 0

SUB TOTAL ADJUSTED FY 05 BASE SPENDING 888,844 606,260 282,584 192,819 71,819 121,000 1,081,663 678,079 403,584
Excess Tuition 118,928 0 118,928 0 0 0 118,928 0 118,928

TOTAL ADJUSTED FY 05 BASE SPENDING 1,007,771 606,260 401,511 192,819 71,819 121,000 1,200,590 678,079 522,511

D FY05 Revised FY04-05 Reconciliation as of Oct.xls
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Program: MN STATE COLLEGES & UNIVER Program Summary

Dollars in Thousands
Current Governor Recomm. Biennium

FY2004 FY2005 FY2006 FY2007 2006-07

State of Minnesota Page 41 2006-07 Biennial Budget
Background 1/25/2005

Direct Appropriations by Fund
Mnscu General Fund

Current Appropriation 560,881 547,694 547,694 547,694 1,095,388

Technical Adjustments
November Forecast Adjustment 94,800 36,000 130,800

Subtotal - Forecast Base 560,881 547,694 642,494 583,694 1,226,188

Governor's Recommendations
Enrollment Adjustment 0 (94,800) (36,000) (130,800)
Allocation Framework 0 25,000 25,000 50,000
Centers of Excellence 0 10,000 10,000 20,000
Competitive Salaries 0 2,500 2,500 5,000
MN Online 0 9,000 5,000 14,000
Nursing 0 4,800 5,200 10,000
Innovations Fund 0 2,500 3,000 5,500
Farm & Small Business Management 0 1,500 1,500 3,000

Total 560,881 547,694 602,994 599,894 1,202,888

Expenditures by Fund
Direct Appropriations

Environment & Natural Resource 0 0 469 469 938
Mnscu General Fund 559,631 546,444 602,994 599,894 1,202,888

Statutory Appropriations
Mnscu General Fund 532,791 651,687 645,569 672,056 1,317,625
Mnscu Special Revenue 11,253 12,328 11,635 11,635 23,270
Mnscu Federal Fund 47,171 46,859 46,743 46,743 93,486
Mnscu Agency Fund 22,449 22,468 22,441 22,441 44,882
Mnscu Gift Fund 720 540 500 500 1,000
Sub Supplemental & Ira Retire 795 1,251 1,114 1,114 2,228
Mnscu Enterprise Activities 7,149 8,523 8,253 8,253 16,506
Mnscu Endowment Fund 6 5 5 5 10

Total 1,181,965 1,290,105 1,339,723 1,363,110 2,702,833

Expenditures by Category
Local Assistance 1,181,965 1,290,105 1,339,723 1,363,110 2,702,833
Total 1,181,965 1,290,105 1,339,723 1,363,110 2,702,833

Expenditures by Activity
Mn State Colleges And Univ 1,181,965 1,290,105 1,339,723 1,363,110 2,702,833
Total 1,181,965 1,290,105 1,339,723 1,363,110 2,702,833
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Dollars in Thousands
Actual Budgeted Governor’s Recomm. Biennium
FY2004 FY2005 FY2006 FY2007 2006-07

State of Minnesota Page 42 2006-07 Biennial Budget
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Non Dedicated Revenue:
Total Non-Dedicated Receipts 0 0 0 0 0

Dedicated Receipts:
Grants:

Mnscu General Fund 12,332 12,333 12,333 12,333 24,666
Mnscu Special Revenue 7,495 7,476 7,476 7,476 14,952
Mnscu Federal Fund 45,900 45,900 45,900 45,900 91,800
Mnscu Gift Fund 9 9 9 9 18

Other Revenues:
Mnscu General Fund 533,504 598,119 624,587 651,074 1,275,661
Mnscu Special Revenue 509 497 497 497 994
Mnscu Federal Fund 700 698 698 698 1,396
Mnscu Agency Fund 53 53 53 53 106
Mnscu Gift Fund 492 491 491 491 982
Sub Supplemental & Ira Retire 1,050 1,050 1,050 1,050 2,100
Mnscu Enterprise Activities 8,249 8,250 8,250 8,250 16,500
Mnscu Endowment Fund 2 1 1 1 2

Other Sources:
Mnscu General Fund 8,733 8,649 8,649 8,649 17,298
Mnscu Special Revenue 3,646 3,662 3,662 3,662 7,324
Mnscu Federal Fund 145 145 145 145 290
Mnscu Agency Fund 22,388 22,388 22,388 22,388 44,776
Sub Supplemental & Ira Retire 64 64 64 64 128
Mnscu Enterprise Activities 2 3 3 3 6

Taxes:
Mnscu General Fund 1 0 0 0 0

Total Dedicated Receipts 645,274 709,788 736,256 762,743 1,498,999

Agency Total Revenue 645,274 709,788 736,256 762,743 1,498,999



Govern or’s Recommen dat ions

MINN STATE RETIREMENT SYSTEM Agency Overview

Dollars in Thousands
Current Governor Recomm. Biennium

FY2004 FY2005 FY2006 FY2007 2006-07

State of Minnesota Page 1 2006-07 Biennial Budget
Governor’s Recommendation 1/25/2005

Expenditures by Fund
Open Appropriations

General 967 1,149 1,176 1,205 2,381
Correctional Employees Retire 22,319 22,806 23,376 23,961 47,337
State Employees Retirement 346,519 353,215 362,045 371,097 733,142
Highway Patrol Retirement 35,576 36,409 37,319 38,252 75,571
Unclassified Employees Retire 6,409 6,150 6,150 6,150 12,300
Postretirement Health Care Ben 9,259 10,150 10,150 10,150 20,300
Judicial Retirement 13,566 13,872 14,266 14,670 28,936

Statutory Appropriations
Legislative Annuities 5,135 5,237 5,368 5,502 10,870

Total 439,750 448,988 459,850 470,987 930,837

Expenditures by Category
Total Compensation 3,720 5,513 5,513 5,513 11,026
Other Operating Expenses 3,844 3,020 3,020 3,020 6,040
Other Financial Transactions 432,186 440,455 451,317 462,454 913,771
Total 439,750 448,988 459,850 470,987 930,837

Expenditures by Program
Mn State Retirement System 410,823 418,580 428,890 439,460 868,350
Elective Officers Plan 382 384 393 403 796
Judges Plan 13,566 13,872 14,266 14,670 28,936
Legislators Plan 5,720 6,002 6,151 6,304 12,455
Health Care Savings Fund 9,259 10,150 10,150 10,150 20,300
Total 439,750 448,988 459,850 470,987 930,837

Full-Time Equivalents (FTE) 56.3 84.8 85.5 85.5
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Agency Purpose
he Minnesota State Retirement System
(MSRS) provides a comprehensive system of
retirement programs for its members.

Membership is comprised of state employees, state
law enforcement and correctional officers,
constitutional officers, legislators, judges,
employees of the University of Minnesota, the
Metropolitan Council, and employees of various
other designated state agencies. MSRS also
operates a tax-deferred compensation plan and a
tax-free health care savings plan for not only state
employees but for all public employees in the state.
In total, 31 employers are covered by MSRS
retirement plans, and 650 different employers are
contributing to the Minnesota Deferred
Compensation Plan (MNDCP) and the Health Care
Savings Plan (HCSP).

Core Functions
MSRS disburses monthly benefit payments to
retired members, survivors and disabled
employees. MSRS disburses lump-sum
withdrawals and rollovers to members who have
terminated their employment. MSRS reimburses
health care costs to the participants of HCSP. Also, MSRS provides a long-term savings plan through its
MNDCP.

Operations
MSRS operates from its main office in St. Paul and branch offices located in St. Cloud, Mankato, and Duluth.
Members receive retirement planning and pension administration services by phone, through onsite visits and
through the MSRS interactive website(s). Services are provided to active members, former members, retired
members, survivors and beneficiaries, in addition to all public members who are participants of the MNDCP and
HCSP.

Budget
The MSRS revenues are received from employee and employer contributions and investment earnings. As of
6-30-03, contribution rates as a percentage of salary for the various retirement plans were as follows:

Employee Employer
General Employees Retirement Plan 4.00% 4.00%
Military Affairs Plan 5.60 5.60
Transportation Department Pilots' Plan 5.60 5.60
State Fire Marshals Plan 6.78 8.20
State Patrol Plan 8.40 12.60
Correctional Employees Retirement Plan 5.69 7.98
Judges Retirement Plan 8.00 20.50
Legislators Plan 9.00 N/A
Unclassified Employees Retirement Plan 4.00 6.00

These funds are dedicated for the payment of monthly retirement and health care benefits, refunds/rollovers and
administrative expenses. All benefit payments are determined either by statute or by IRS regulation. Budgets to
cover administrative expenses are recommended by the MSRS staff to the Board of Directors for their review and
approval. At 6-30-03, MSRS employed a staff of 47.8 fulltime equivalent employees. The administrative
expenses for MSRS in FY 2003 totaled $5,316,000, which is .25% of the payroll on which MSRS contributions are
based.

At A Glance

Membership statistics by fiscal year are as follows:

At June 30
Active

Members
Inactive

Members
Retirees &

Beneficiaries
2003 134,219 33,076 34,557
2002 104,504 54,117 28,170
2001 105,178 51,283 26,263
2000 115,716 32,534 21,286
1999 113,000 31,592 20,320

Benefits paid (in 000's) by fiscal year are as follows:

At June 30
Annuity
Benefits

Health Care
Benefits

Refunds/
Rollovers

2003 384,511 4,056 14,111
2002 365,621 389 14,456
2001 332,819 N/A 18,727
2000 291,627 N/A 20,755
1999 254,327 N/A 19,734

Actuarial Assets and Liabilities (in 000’s):

At June 30, 2003 Assets Liabilities
Funding

Ratio
General Plan 7,757,292 7,830,671 99.06%
State Patrol Plan 591,521 538,980 109.75%
Correctional Plan 470,716 484,974 97.06%
Judges Plan 134,142 176,291 76.09%

T
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Benefits and Expenses
(FY 2003)

Contact

Minnesota State Retirement System
60 Empire Drive, Suite 300

St. Paul, Minnesota 55103-3000

Phone: (651) 296-2761
(800) 657-5757

Fax: (651) 297-5238

Visit us on the Web at www.msrs.state.mn.us.
Telecommunications-device-for-the-deaf (TDD)
Minnesota Relay Service at (800) 627-3529 and ask to be connected to (651) 296-2761.

Minnesota State Retirement
System

Division Budgets (Total $407.9 million)

Refunds
3%

Total Monthly
Benefits

96%

Administrative
Expenses

1%

http://www.msrs.state.mn.us
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NURSING BOARD Agency Overview

Dollars in Thousands
Current Governor Recomm. Biennium

FY2004 FY2005 FY2006 FY2007 2006-07

State of Minnesota Page 1 2006-07 Biennial Budget
Governor’s Recommendation 1/25/2005

Direct Appropriations by Fund
State Government Spec Revenue

Current Appropriation 2,405 2,405 2,405 2,405 4,810
Recommended 2,405 2,405 2,356 2,356 4,712

Change 0 (49) (49) (98)
% Biennial Change from 2004-05 -2%

Expenditures by Fund
Direct Appropriations

State Government Spec Revenue 2,283 2,527 2,356 2,356 4,712
Special Revenue 0 71 0 0 0

Open Appropriations
State Government Spec Revenue 35 34 34 34 68

Total 2,318 2,632 2,390 2,390 4,780

Expenditures by Category
Total Compensation 1,604 1,697 1,578 1,572 3,150
Other Operating Expenses 714 935 812 818 1,630
Total 2,318 2,632 2,390 2,390 4,780

Expenditures by Program
Nursing, Board Of 2,318 2,632 2,390 2,390 4,780
Total 2,318 2,632 2,390 2,390 4,780

Full-Time Equivalents (FTE) 25.8 27.0 23.7 22.6
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Dollars in Thousands
Governor’s Recomm. Biennium

FY2005 FY2006 FY2007 2006-07

State of Minnesota Page 2 2006-07 Biennial Budget
Governor’s Recommendation 1/25/2005

Fund: STATE GOVERNMENT SPEC REVENUE
FY 2005 Appropriations 2,405 2,405 2,405 4,810

Technical Adjustments
One-time Appropriations (49) (49) (98)

Subtotal - Forecast Base 2,405 2,356 2,356 4,712
Total Governor's Recommendations 2,405 2,356 2,356 4,712

Fund: STATE GOVERNMENT SPEC REVENUE
Planned Open Spending 34 34 34 68
Total Governor's Recommendations 34 34 34 68
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Agency Purpose
.S. sections 148.171-148.285 provides the Board of
Nursing with authority to regulate nursing practice
for the purpose of public protection.

Within this authority, the board’s mission is to protect the
public’s health and safety by providing reasonable
assurance that the persons who practice nursing in
Minnesota are competent, ethical practitioners with the
necessary knowledge and skills appropriate to their title and
role.

The board strives to achieve its mission by carrying out
activities authorized by Minnesota statutes and rules
(licensing, discipline, and nursing education program
approval), maintaining current knowledge relevant to the
education and practice of nurses, disseminating information
to nurses and the public, and operating an agency which utilizes human and fiscal resources efficiently and
effectively.

The board’s activities are guided by the following goals:
♦ fulfilling responsibilities for public safety with respect for due process and adherence to laws and rules;
♦ delivering customer services in a respectful, responsive, timely, communicative, and nondiscriminatory

manner;
♦ providing government services that are accessible, purposeful, responsible, and secure; and
♦ conducting business functions with efficiency, accountability, innovation, and a willingness to collaborate.

Core Functions
The Board of Nursing accomplishes its purpose by:
♦ issuing approximately 6,000 nurse licenses and renewing approximately 45,000 nurse licenses (annually);
♦ verifying eligibility to prescribe drugs to the Federal Drug Enforcement Agency for approximately 300

advanced practice registered nurses (annually);
♦ investigating approximately 1,000 written jurisdictional complaints about nurses who are alleged to have

violated a law related to the practice of nursing (annually);
♦ reporting disciplinary action to the employer and consumer and national disciplinary data banks;
♦ conducting surveys of nursing education programs (56 programs) for compliance with all applicable statutes

and rules and monitoring program graduation pass/fail rates on the national licensing examination;
♦ disseminating information related to licensure, disciplinary actions, nursing education programs, and nursing

practice standards so that employees and consumers can make informed decisions regarding the
performance of nursing services provided by individual nurses; and

♦ interacting with consumers, employers, educators, and other regulators to address the critical nursing
shortage and its impact on public safety, nursing education, and a dynamic health care delivery system.

Operations
The Board of Nursing is comprised of eight registered nurses, four licensed practical nurses, and four public
members appointed by the governor. The board makes governance and policy decisions related to the regulation
of nurse credentialing, practice, and education and delegates administrative management and services of the
organization to an executive director and staff of nurse professionals and administrative support personnel.

The board interacts with and provides services to applicants, licensees, educational institutions, attorneys, other
state agencies and health-related licensing boards, national and federal information systems, and a national
nurse licensure examination test service in person and writing and through electronic communications. Online
solutions are implemented via the board web site.

At A Glance

Biennial Budget – FY 2004-05:

Total Estimated Expenses: $6.882 million

Total Estimated Revenues: $8.673 million

Staff: 2004 26 Full-time equivalent employees
2005 27 Full-time equivalent employees

Minnesota Board of Nursing
License Statistics

(As of June 30, 2004)

Total Licensed : 90,646

M
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The board disseminates information by publishing a newsletter, maintaining a website, participating in statewide
initiatives on nursing practice, education, and patient safety, and making public presentations and speeches.

Budget
The board is a public agency funded by fees collected from applicants and licensees whom it regulates and
services, as well as nursing corporations. Licensees have input regarding the amount of fees collected through
focused contact from board staff and the legislative process. The total estimated direct and indirect expenses for
FY 2004-05 biennium are $6.882 million. The board staff includes 26 full-time equivalent employees in FY 2004
and 27 full-time equivalent employees in FY 2005.

Of the total budget for the FY 2004-05 biennium, an estimated $8.673 million will be collected as non-dedicated
revenue, which is deposited into the state government special revenue fund. The board is required by law to
collect enough revenue to recover all direct and indirect costs.

In addition to the operational costs related to credentialing, nursing program education approval, and disciplinary
functions, the board is responsible for the costs of services conducted on its behalf by the Attorney General’s
Office, Health Professionals Services Program, Department of Health HIV/HBV/HCV program and the health-
related licensing boards’ collaborative administrative services unit. A direct appropriation is made to the Health
Professionals Services Program, HIV/HBV/HCV program, and the Administrative Services Unit from the state
government special revenue fund. The board must ensure that sufficient revenue is collected through its fees to
cover their portion of these programs costs.

Contact

Minnesota Board of Nursing
2829 University Avenue Southeast, Suite 200

Minneapolis, Minnesota 55414-3246

http://www.nursingboard.state.mn.us provides users with access to laws and rules
governing the practice of nursing; information related to credentialing and nursing education
programs; filing a complaint; statistical data; meeting notices and board meeting minutes;
board newsletter; updates on board activities; links to the National Council of State Boards
of Nursing, other state boards of nursing, nursing education programs, state and national
nursing organizations, and other state agencies. All licensure services, such as nurse
licensure and license renewal, are available electronically 24/7 on the board’s web site.

Shirley A. Brekken, Executive Director
E-mail: Shirley.Brekken@state.mn.us
Phone: (612) 617-2270
Fax: (612) 617-2190

http://www:nursingboard.state.mn.us
mailto:shirley.brekken@state.mn.us
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Non Dedicated Revenue:
Departmental Earnings:

State Government Spec Revenue 4,587 4,081 4,368 4,338 8,706
Other Revenues:

State Government Spec Revenue 4 1 0 0 0
Total Non-Dedicated Receipts 4,591 4,082 4,368 4,338 8,706

Dedicated Receipts:
Total Dedicated Receipts 0 0 0 0 0

Agency Total Revenue 4,591 4,082 4,368 4,338 8,706
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Dollars in Thousands
Current Governor Recomm. Biennium

FY2004 FY2005 FY2006 FY2007 2006-07

State of Minnesota Page 1 2006-07 Biennial Budget
Governor’s Recommendation 1/25/2005

Direct Appropriations by Fund
State Government Spec Revenue

Current Appropriation 198 198 198 198 396
Recommended 198 198 597 607 1,204

Change 0 399 409 808
% Biennial Change from 2004-05 204%

Expenditures by Fund
Direct Appropriations

State Government Spec Revenue 157 239 597 607 1,204
Open Appropriations

State Government Spec Revenue 0 5 11 11 22
Statutory Appropriations

Special Revenue 0 0 87 87 174
Total 157 244 695 705 1,400

Expenditures by Category
Total Compensation 136 146 473 481 954
Other Operating Expenses 21 98 222 224 446
Total 157 244 695 705 1,400

Expenditures by Program
Nursing Home Admin, Board Of 157 244 695 705 1,400
Total 157 244 695 705 1,400

Full-Time Equivalents (FTE) 2.0 2.0 7.7 7.3
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Dollars in Thousands
Governor’s Recomm. Biennium

FY2005 FY2006 FY2007 2006-07

State of Minnesota Page 2 2006-07 Biennial Budget
Governor’s Recommendation 1/25/2005

Fund: STATE GOVERNMENT SPEC REVENUE
FY 2005 Appropriations 198 198 198 396

Technical Adjustments
Transfers Between Agencies 399 409 808

Subtotal - Forecast Base 198 597 607 1,204
Total Governor's Recommendations 198 597 607 1,204

Fund: STATE GOVERNMENT SPEC REVENUE
Planned Open Spending 5 11 11 22
Total Governor's Recommendations 5 11 11 22

Fund: SPECIAL REVENUE
Planned Statutory Spending 0 87 87 174
Total Governor's Recommendations 0 87 87 174
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Agency Purpose
.S. 144A.19 – 144A.28, and Minnesota Rules 6400
provide the Minnesota Board of Examiners for
Nursing Home Administrators (BENHA)

responsibility to act as the official licensure agency for
nursing home administrators. It was originally created by
federal mandate and currently exists to protect the public’s
interest through the regulation of nursing home
administrators in the state of Minnesota. Regulation is
accomplished through licensure examination and renewal
as well as by the investigation of complaints.

The mission of the board is to promote the public’s interest
in quality care and effective services for residents of
nursing facilities by ensuring that licensed administrators
are qualified to perform their administrative duties.

The Board of Examiners for Nursing Home Administrators has an additional budgetary responsibility serving as
the fiscal agent for the Administrative Services Unit (ASU). The mission of the ASU:
♦ to provide centralized administrative services to 15 health-related licensing boards and the Emergency

Medical Services Regulatory Board (EMSRB) in the areas of budgeting, fiscal analysis, human resources,
transaction processing, purchasing and printing services, operations analysis, contracts, information
technology and research and policy analysis;

♦ to provide high quality services by having individually trained staff focused on global administrative tasks
focusing on cooperative ventures; and

♦ to assist in the establishment of a consortium of boards to cooperate on matters of common interest.

Core Functions
The board accomplishes its mission by:
♦ setting and administering educational and examination standards for initial and continuing licensure;
♦ responding to inquiries, complaints, and reports from the public and other health care regulators regarding

licensure and conduct of applicants, permit holders, licensees and unlicensed practitioners;
♦ pursuing educational or disciplinary action with licensees as deemed necessary based upon results of

investigations conducted; and
♦ providing information and education about licensure requirements and procedures and standards of practice

to the public and other interested audiences.

Operations
ÿ The board provides information relating to the practice of administration in long-term care facilities by

informing the public of appropriate services and expected professional standards of nursing home
administrators.

ÿ The board reviews the domain of knowledge and skills required for contemporary administration and sets
educational and examination standards reviewing 50 applicants and administering 35 state examinations per
year.

ÿ The Standards of Practice Committee annually reviews 150 public and agency complaints regarding
administrators. Public education is provided to consumers of long-term health care.

ÿ Six approved Long-Term Care Administration academic programs and students seeking career information
are provided assistance from the board.

ÿ The board assists 412 licensed, skill nursing facilities in achieving federal compliance of employing a licensed
nursing home administrator.

At A Glance

Biennial Budget – FY 2004-05 :

Total Estimated Expenses : $427,000

Total Estimated Revenue: $397,000

Staff: 2.0 Full-time equivalent employees

Minnesota Licensed Nursing Home
Administrator Statistics

(As of June 30, 2004)

Total Licensed : 854

M
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Budget
The total direct and indirect expenses for FY 2004-05 biennium are $427,000. The board staff includes 2.0 full-
time equivalent employees.

Of the total budget for the biennium, an estimated $397,000 will be collected as non-dedicated revenue, which is
deposited into the state government special revenue fund. An estimated $146,000 will be collected as dedicated
revenue and deposited into the special revenue fund. The board collects fees charged to applicants, prospective
applicants, licensees, and sponsors of continuing education programs approved by the board. The board is
responsible to collect enough revenue to recover all direct and indirect costs.

The board is responsible for the costs of services received from the Attorney General’s Office, Health
Professional Services Program, and the ASU. A direct appropriation is given to each of these programs from the
state special government revenue fund. The board must ensure that sufficient revenue is collected through its
fees to fund their portion of these programs costs.

The ASU was appropriated $359,000 in FY 2004 and $359,000 in FY 2005 from the state government special
revenue fund. There are 5.6 ASU full-time equivalent employees. The 15 health–related licensing boards and
EMSRB share the cost of this activity. ASU is funded by receipts from all boards through a formula designed to
approximate the share of ASU services used by each board. The boards collect revenue through fees charged to
licensees, applicants, and other users and deposits them into the state government special revenue fund to cover
the expenses of ASU. EMSRB pays for their services through an interagency agreement.

Contact

Minnesota Board of Examiners for Nursing Home Administrators
2829 University Avenue Southeast, Suite 440

Minneapolis, Minnesota 55414

The web site at: http://www.benha.state.mn.us gives visitors easy access to useful
information about nursing home administrators. Types of information available through the
web site include; regulatory news and updates, rules and Minnesota statues, public notices
and forms.

Randy Snyder, Executive Director
E-mail: Randy.Snyder@state.mn.us
Phone: (612) 617-2117
Fax: (612) 617-2119

http://www:benha.state.mn.us
mailto:randy.snyder@state.mn.us
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Non Dedicated Revenue:
Departmental Earnings:

State Government Spec Revenue 199 198 198 198 396
Total Non-Dedicated Receipts 199 198 198 198 396

Dedicated Receipts:
Other Revenues:

Special Revenue 0 0 87 87 174
Total Dedicated Receipts 0 0 87 87 174

Agency Total Revenue 199 198 285 285 570
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Dollars in Thousands
Actual Budgeted Governor’s Recomm. Biennium
FY2004 FY2005 FY2006 FY2007 2006-07
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Non Dedicated Revenue:
Taxes:

General 63 0 0 0 0
Total Non-Dedicated Receipts 63 0 0 0 0

Dedicated Receipts:
Departmental Earnings:

Special Revenue 8,948 9,244 9,231 9,231 18,462
Grants:

Federal 56 0 0 0 0
Other Revenues:

Special Revenue 14 17 17 17 34
Gift 1,108 753 804 859 1,663

Total Dedicated Receipts 10,126 10,014 10,052 10,107 20,159

Agency Total Revenue 10,189 10,014 10,052 10,107 20,159
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