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The Fiscal Review is a report of
actions taken by the 2002 regular
session of the Minnesota Legislature.
The 2002 appropriations amend the
biennial budget adopted in the 2001
session.  Some changes involve
updated estimates of open and
statutory appropriations, while
other changes are the result of
passage of new laws.

The Fiscal Review is not an
accounting of all legislative
actions.  It covers those actions
with significant fiscal impact and
significant policy impact.

The tables in the Fiscal Review are
all-inclusive and can be reconciled
with fund statements prepared by the
Department of Finance.

The report is on appropriations, not
actual spending.  Spending is
affected by many factors, including
accounting practices, program
participation, etc.  Appropriations
are basically authorizations for
expenditures.

Some appropriations are open-ended
and determined by formula or
participation rates specified by
statute.  These are called open
appropriations.  Some appropriations
allow for access to specified funds
for specific purposes based on the
amount available.  These are called
statutory appropriations.  The
Review uses the estimates of open and
statutory appropriations made
through the Department of Finance at

the time the budget was enacted.  The
Fiscal Review includes open and
statutory appropriations from all
funds.  Open and statutory
appropriations from funds other than
the General Fund are included based
on the level of spending reported by
the Department of Finance in the
Consolidated Fund Statement.

Direct appropriations essentially
are the limits on spending put into
the session laws.

The report handles open and statutory
appropriations as direct
appropriations when the appropriation
amount is specified in the session
law.  (For example, education aids
are based on open authority to comply
with the funding formulas, but the
Legislature actually uses the
estimate of the cost in the session
law.)

This report is organized by
functional groupings of appropriations
which are most comprehensive on Table
C of the statistical section.

There are also tables of
appropriations by fund (Table A); a
table of appropriations by fund and
law (chapter) (Table D); a General
Fund balance statement (Table B); a
listing of open and standing
appropriations (Table E); and a table
of federal funds (Table F).

Introduction



HIGHLIGHTS

Budget Shortfall
The major issue facing the 2002
Legislature was a projected
shortfall of almost $2.3 billion in
the General Fund for the 2001-2003
biennium.  The Legislature is
constitutionally required to balance
the budget on all funds for the
biennium.  To balance the General
Fund on July 1, 2003, the 2002
Legislature passed two budget
balancing bills, commonly referred
to as Phase 1 and Phase 2. Both bills
were vetoed by the Governor and
subsequently overridden by the
Legislature.   The Phase 1 budget bill
(Chapter 220) was enacted early in
the 2002 Legislative Session to take
care of the budget shortfall
projected in the November 2001
forecast (just under $2 billion).
The February forecast showed a larger
deficit and required the Legislature
to make additional budget changes in
the Phase 2 budget bill (Chapter 374)
to take care of an additional almost
$321 million shortfall in the General
Fund.   The Legislature also provided
for an additional almost $20.5
million in new spending from other
legislation and provided a projected
budgetary balance of just over $315.7
million for the 2001-2003 biennium
for a cushion in case the budget
situation worsened.  The following
table shows the proportion of total
General Fund budget savings from each
of the sources used to balance the
General Fund.

Baseball Park
A baseball park financing package was
approved to assist the Minnesota
Twins, under threat of elimination
from Major League Baseball, to build
a new ballpark. The plan approved by
the Legislature contains no state
appropriations.   Under the plan
approved, the state would issue $330
million in revenue bonds for the
construction of the new ballpark.
The bond principle would then be
repaid from the interest earnings on
a Baseball Park Debt Service Account
into which the Twins, and/or a
combination of other private sources
would deposit $120 million prior to
the issuance of the bonds.  The annual
interest payments of no more than $12
million would be paid by the Twins
and/or the host municipality which is
authorized to impose, subject to a
local referendum, local hospitality
and lodging taxes up to five percent,
as well as a $2 per-vehicle surcharge
at the facility to meet the
obligation.

Antiterrorism Bill
The antiterrorism bill appropriated
$13 million in General Fund money and
$4.2 million in special revenue from
a six-cent increase in the 911
telephone surcharge for antiterror-
ism activities.  The bulk of the
General Fund appropriation was
comprised of $7.5 million for
terrorism response-related training
and $3.75 million for terrorism
response-related equipment.

Highlights



Biodiesel Fuel Requirements
The Legislature mandated at least two
percent biodiesel in all diesel fuel
oil sold in Minnesota under two
scenarios. The first scenario is when
the state production capacity for
biodiesel is greater than 8 million
gallons, and 18 months have passed
since a federal action creates a two
cent per-gallon reduction in the
price of diesel fuel containing at
least two percent biodiesel.  The
second scenario is when the state
production capacity for biodiesel is
greater than 8 million gallons and
June 30, 2005, has passed.

Phosphorus in Fertilizer
The Legislature prohibited, after
January 1, 2004, the application of
a fertilizer containing phosphorus
on turf in the seven-county metro
area and fertilizer containing
greater than three percent phosphate
on turf in the remaining 80 counties,
except in specific situations.  Local
units of government in the remaining
80 counties may adopt the more
restrictive prohibition on phospho-
rus that exists for seven-county
metro area counties.
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INCOME TAX

Federal law changes enacted
through March 15, 2002, were
adopted for Minnesota income
tax purposes.  The net operating
loss carryforward was extended
from two years to five years for
losses occurring between Sep-
tember 11, 2001, and September
10, 2004.  A deduction of up to
$250 annually was allowed for
expenses incurred by elementary
and secondary teachers.  Eighty
percent of federal “bonus depre-
ciation” was required to be
added back to federal taxable
income in calculating Minnesota
taxable income.  The federal
bonus depreciation not allowed
for state purposes in the first year
can be deducted over the next
five years on the state return.  The
update to federal law changes is
estimated to cost $2.8 million in
the 2001-2003 biennium and
raise $25.5 million in the 2003-
2005 biennium.

The income tax reciprocity
agreement with the state of
Wisconsin was changed to re-
quire that Wisconsin pay interest
on the tax liability owed to
Minnesota for Wisconsin resi-

dents who work in Minnesota.  If
Wisconsin does not agree to pay
interest on the tax liability by
October 1, 2002, the reciprocity
agreement will be terminated.
The interest payment to Minne-
sota is estimated to be $5.5
million in the 2001-2003 bien-
nium and $9.9 million in the
2003-2005 biennium.

Dividends paid by members of
insurance holding companies to
their parent companies were
excluded from taxable income
for the corporate franchise tax.
The cost of this exclusion was
estimated to be $600,000 for the
2001-2003 biennium and $4.3
million in the 2003-2005 bien-
nium.

SALES AND EXCISE TAXES

The required  62 percent of their
estimated June sales tax that
businesses must pay before the
end of June was increased to 75
percent.  The repeal of the
accelerated June sales tax pay-
ment enacted last year remains
effective in June 2004.  The
increase in the percentage is
estimated to increase sales tax

revenue by $25.5 million in the
2001-2003 biennium and reduce
revenue by $25.5 million in the
2003-2005 biennium.

The definition of prepared food
for sales tax purposes was
modified.  Under the prepared
food definition enacted in 2001,
bakery products, unheated meat,
and seafood made by the seller
were taxable while identical
products made by someone other
than the seller were not taxable.
The new definition exempts from
sales tax bakery products, un-
heated meat, and seafood made
by the seller.  These changes are
estimated to reduce sales tax
revenue by $7 million in the
2001-2003 biennium and $16.3
million in the 2003-2005 bien-
nium.

Under the Uniform Sales and Use
Tax Administration Act enacted
last year, installation charges
by the seller were defined as
being part of the sales price
and became taxable.  Installation
charges made by someone other
than the seller of the product
remained exempt.  The new law
extended the sales tax to installa-
tion charges made by third

State Taxes
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parties.  This change is estimated
to increase sales tax collections
by $3.2 million in the 2001-2003
biennium and $7.4 million in the
2003-2005 biennium.

The sales tax was extended to
meals served at colleges and
universities except for meals
served under a board contract.
Vending machine sales at schools
were also subjected to sales tax.
These sales tax extensions are
estimated to raise $2.3 million in
the 2001-2003 biennium and
$6.8 million in the 2003-2005
biennium.

The sales tax was also extended
to interstate WATS telephone
service.  This change is estimated
to raise $6.5 million in the 2001-
2003 biennium and $15.6 million
in the 2003-2005 biennium.

The sales tax exemption for
materials used in low-income
housing projects was restricted
to only materials used in con-
structing low-income units, not to
other portions of a project.  This
change is estimated to increase
sales tax collections by $869,000
in the 2001-2003 biennium and
$1.8 million in the 2003-2005
biennium.

An exemption from the sales tax
was provided for construction
materials used in building a
major league baseball park.  The
exemption is estimated to cost
$1.6 million in the 2001-2003

biennium and $9.1 million in the
2003-2005 biennium.

PROPERTY TAX
AIDS AND CREDITS

The farm land market value
credit was increased to 0.3
percent from 0.2 percent of land
market value.  The maximum
credit was increased to $345
from $230.  The increase in the
credit is phased out for land
market value between $115,000
and $345,000.  The increase in
the farm land credit is estimated
to cost $10.6 million in the 2003-
2005 biennium.

Homestead and Agricultural
Credit Aid (HACA) was pro-
vided for counties in which more
than 40 percent of the total tax
capacity for taxes payable in
2001 consisted of public utility
value.  The aid is equal to 83
percent of the lost tax base due to
class rate reductions multiplied
by the county’s local tax rate.
The utility HACA amounts to
$2.8 million in the 2003-2005
biennium.

Disparity Reduction Aid (DRA)
was set at 87 percent of the aid
payable in 2001.  This increase in
DRA restored a portion of the aid
reduction, which resulted from
class rate compression. The
increased aid will be paid only in
those taxing jurisdictions that
have a total tax rate greater than

135 percent.  The increase in
DRA was $3.1 million in the
2003-2005 biennium.

LOCAL DEVELOPMENT

The 2001 Legislature appropri-
ated $91 million for FY 2002 and
an additional $38 million annu-
ally to the Commissioner of
Revenue to be used for tax
increment financing grants.  These
appropriations were eliminated
by the 2002 Legislature.  The
savings is $129 million in the
2001-2003 biennium and $76
million in the 2003-2005 bien-
nium.

An appropriation of $2.6 million
in fiscal year 2003 was made for
the Washburn-Crosby Mill City
Historical Society tax increment
project.

BUDGET RESERVE

The Budget Reserve of $653
million, the Local Government
Aid Reform Account of $14
million, the Tax Relief Account
of $153.1 million, and $195
million of the unobligated bal-
ance of the cash flow account
were canceled to the General
Fund.  The Commissioner of
Finance was directed to transfer
$120 million from the Workers’
Compensation Assigned Risk
Plan and $230 million from the
Workers’ Compensation Special
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Compensation Fund to the Gen-
eral Fund.  From the Assigned
Risk Plan transfer, $25.1 million
was allocated to the settlement of
a lawsuit.  An appropriation to
the Metropolitan Council for a
bus transitway was reduced from
$25 million to $4 million for FY
2001, and the appropriation of
$19 million for FY 2002 was
canceled.

The Commissioner of Finance
was authorized to use cash
reserves of the Tobacco Use
Prevention and Local Public
Health Endowment Fund to meet
cash flow needs of the General
Fund.  Any cash reserves taken
from the endowment fund must be
returned as soon as sufficient
cash balances become available
in the General Fund.
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ELEMENTARY AND
SECONDARY EDUCATION

Kindergarten through grade 12
(K-12) education appropriations
were adjusted in both the Phase I
(Chapter 220) and Phase II
(Chapter 374) Budget Balancing
Bills.  K-12 education appro-
priations were reduced by $14.8
million for the 2001-2003 bien-
nium in the first round of overall
budget reductions contained in
Chapter 220.  The second round
of budget adjustments in Phase II
contained about $1.5 million of
additional small spending items,
but also contained a one-time
savings of approximately $446.5
million by delaying a portion of
the education appropriations from
FY 2003 to FY 2004.  In addition
to the changes in appropriations,
the 2002 Legislature authorized
about $23 million per year in new
school district levies.

PHASE I BUDGET
ADJUSTMENTS

The $14.8 million of appropria-
tion reductions in Chapter 220
for K-12 education represented
about three percent of the total

reductions contained in the Phase
I Budget Bill.  These changes
also resulted in about $30 million
in savings for the 2003-2005
biennium.  The 2001-2003 K-12
education appropriation changes
resulted in less than a one percent
reduction in the total K-12
education budget.

K-12 Education
Appropriation Reductions
• Learning Year Pupil Units

Cap.  The bill limited the
amount a school district can
count for a pupil attending al-
ternative programs to 1.5 pu-
pil units.  This provision will
save the state approximately $2
million annually beginning in
FY 2003.

• Advanced Placement/Interna-
tional Baccalaureate Exami-
nation Fees.  The FY 2003 ap-
propriation was reduced from
$2 million to $1 million by tar-
geting the reimbursement of ex-
amination fees towards low-
income students instead of all
students.

• Best Practices Seminars.  The
FY 2003 appropriation for
grants to school districts to

implement best practices meth-
ods was reduced from $3.48
million to $2.18 million.

• Education and Employment
Transitions Programs.  The
bill eliminated grants for
the Youth Apprenticeship, Jun-
ior Achievement, and Internet
System for Education and Em-
ployment Knowledge (ISEEK)
Solutions programs for FY
2003 and later for a savings of
$775,000 in FY 2003 and later.

• Performance Incentive Pool.
The bill reduced the appro-
priation by $1.3 million over
the 2001-2003 biennium for
grants to school districts that
use alternative teacher com-
pensation plans.

• School Evaluation Services.
The FY 2002 appropriation
was reduced to $1.5 million
from $2.5 million for a state-
contracted independent school
evaluation service to evaluate
and report on school districts’
academic and financial perfor-
mance.

• Workstudy Compensation.
The bill canceled an appro-

Elementary and Secondary
Education
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priation for workstudy com-
pensation from a previous bi-
ennium that had been unused.
The unused amount is $89,000.

• Web-Based Intervention Plan.
A $250,000 FY 2002 appro-
priation for the development of
a Web-based interagency inter-
vention plan was canceled.
The state commitment for this
initiative will likely be met
with increased federal special
education dollars.

• Department of Children,
Families, and Learning.  The
department’s appropriation
was reduced by $6.65 million
in the 2001-2003 biennium re-
sulting in a 10.5 percent reduc-
tion in the agency’s budget.
State funding for the Minne-
sota Academic Excellence
Foundation of $750,000 was
eliminated as part of the reduc-
tion.

• Perpich Center for Arts Edu-
cation.  The bill reduced the
2001-2003 biennium appro-
priation for the Perpich Cen-
ter for Arts Education by
$750,000.  This amount was
later reinstated in the Phase II
Budget Bill.

K-12 Education Levy Increases
• School Levy Issues.  School

districts will be allowed to
levy for career and technical
education revenue in FY 2003
for the same amount the district
levied for in FY 2002.  The bill

also increased the levy share
in integration revenue for FY
2005 only.

PHASE II
BUDGET ADJUSTMENTS

The Phase II Budget Bill
contained some new K-12
education spending items,
while also delaying education
aid payments to school districts.
The new spending items amounted
to about $1.5 million for the
2001-2003 biennium and carried
ongoing costs of about $2.2 for
the 2003-2005 biennium.  The
delay in aid payments resulted in
a one-time savings    in the 2001-
2003 biennium of about $446.5
million and              also reduced
2003-2005 appropriations by
about $6.4 million.  The Omnibus
Tax Bill also authorized about
$17.6 million in additional levy
authority for school districts for
FY 2003, and about $23 million
for FY 2004 and FY 2005.

K-12 Education
Appropriation Adjustments
• Perpich Center for Arts Edu-

cation.  The $750,000 appro-
priation reduction made in the
Phase I Budget Bill was can-
celed.

• Duluth Referendum Revenue.
The bill adjusted the referen-
dum allowance for the Duluth
school district to reinstate
supplemental revenue lost due
to the referendum changes en-

acted in the 2001 legislative
session.  The aid cost of this
item is about $327,000 in FY
2003 and also resulted in a
levy increase of $229,000 in
FY 2003.

• Declining Enrollment Aid.
The Legislature appropriated
declining enrollment aid to two
school districts that encoun-
tered a high percentage of de-
clining enrollment due to the
loss of major employers in the
districts.  The Albert Lea
school district will receive
$300,000 in FY 2003 and the
Mesabi East school district
will receive $200,000 in FY
2003.  The amount for each
district will be appropriated
for an additional three years at
a declining amount.

• Aid Payment Delay.  Beginning
in FY 2003, the Legislature re-
duced the percentage of state
aid that is paid to school dis-
tricts during the current fiscal
year from 90 percent to 83 per-
cent of the estimated state aid
entitlement for various K-12
education and early childhood
and family education pro-
grams.  The effect of this pro-
vision is to allow the state to
count  a one-time savings of
about $437.5 million in FY
2003, but will not reduce the
overall revenues to school dis-
tricts.  However, the aid pay-
ment delay may require school
districts to increase their short-
term borrowing to compensate
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for the delay in state aid pay-
ments.  The Legislature also
modified the accounting of
some special education pay-
ments to reflect current pay-
ment practices.  This modifi-
cation allowed the state to
count a one-time savings in FY
2003 of about $26.5 million.
In order to provide assistance
to districts that are in statutory
operating debt and cannot ab-
sorb the delay in aid payments,
an appropriation of $17.5 mil-
lion was made to provide ad-
vanced final payments to those
specific districts.  The net sav-
ings of the delay in aid pay-
ments and the addition of ad-
vanced final payments is
$446.5 million in FY 2003.

K-12 Education Levy Changes
Chapter 374, the Omnibus Tax
Bill, carried a number of K-12
education levy items resulting in
an increase of about $23 million
for taxes payable in 2003 across
the state.

• Integration Revenue.  The
Minneapolis school district
will be allowed to levy an ad-
ditional $35 per pupil for in-
tegration programs, resulting
in about $1.9 million of addi-
tional integration revenue.
This is a partial restoration of
the $90 per-pupil reduction of
integration revenue for Minne-
apolis enacted in the 2001 leg-
islative session.

• Lease Levies.  New legislation
will allow members of a group
of metropolitan area school
districts to make a lease levy
for building space to be used
for staff development.  The
amount levied statewide for
this purpose is expected to be
about $630,000 a year.

• Safe Schools Levy.  The Om-
nibus Tax Bill raised the
amount a school district can
levy for crime prevention and
drug abuse programs to $30 per
pupil from $11 per pupil.  This
will allow school districts
across the state to collect
$16.8 million in additional
revenue starting in FY 2004.

• Interest Lost Levy.  The 2002
Legislature authorized school
districts to levy for a portion
of the loss in interest earnings
due to the elimination of the
general education levy in FY
2003. Previously, school dis-
tricts would invest local levy
collections from the general
education levy and earn inter-
est from those investments.
The new levy is effective for
four years and will be limited
to $3 million dollars for the
entire state.
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HIGHER EDUCATION

The 2002 legislative session
produced the following provi-
sions impacting funding for the
University of Minnesota, the
Minnesota State Colleges and
Universities (MnSCU), and the
Higher Education Services Of-
fice (HESO):

• Chapter 220, the Phase I Bud-
get Reconciliation Bill, re-
duced the FY 2002-2003 ap-
propriation to the University of
Minnesota by over $23.6 mil-
lion, the FY 2002-2003 appro-
priation to MnSCU by almost
$22.7 million, and the FY
2002-2003 appropriation to
HESO by about $3.7 million.

• Chapter 374, the Phase II Bud-
get Reconciliation Bill, appro-
priated $5 million to HESO for
the projected shortfall in the
state grant program.  Language
included in the bill clarifies the
steps to be taken in determin-
ing projected sufficiencies and
deficiencies in the state grant
program and prorating grants.
HESO was directed to make
transfers from the state work
study appropriation and the

child care grant appropriation
to make full state grant awards
in the next fiscal year.

• MnSCU and HESO were ex-
empted from the reduction in
contract expenditures appli-
cable to other state agencies.
The University of Minnesota
had not been included in the
original draft of the contract
expenditure reduction lan-
guage.

Higher Education

• MnSCU and HESO were ex-
empted from the moratorium on
state contracts for professional
and technical services.  The
University of Minnesota had
not been included in the origi-
nal draft of the moratorium lan-
guage.
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FAMILY AND EARLY
CHILDHOOD EDUCATION

Family and early childhood
education General Fund appro-
priations were reduced by $4
million for the 2001-2003 bien-
nium.  This represented a less
than one percent decrease in the
total General Fund appropria-
tions for the biennium.  Chapter
220, the Phase I Budget Balanc-
ing Bill, also transferred $3.5
million in non-General Fund
money to offset the reductions in
the General Fund appropria-
tions.

• Basic Sliding Fee Child Care.
The FY 2003 appropriation for
basic sliding fee child care was
reduced by $3.5 million, from
$51,999,000 to $48,499,000.

• Child Care Service Grants.
The FY 2003 appropriation for
child care service grants was
reduced by $500,000, from
$1,865,000 to $1,365,000.

• Adult Basic Education.  The
Legislature eliminated the FY
2002 appropriation of
$100,000 for adult basic edu-
cation audits and also removed

the requirement to hire a new
state adult education director.
The two provisions reduced
state appropriations by a total
of $200,000 for the 2001-2003
biennium.

• Regional Library Telecommu-
nications Aid.  Regional li-
brary telecommunications aid
was increased from $1.2 mil-
lion to $1.4 million for FY
2003.  The elimination of this
program after FY 2003 re-
mained unchanged.

• Child Support Collection.  The
special revenue fund appro-
priation for child support col-
lections was increased by
$500,000, from $2,340,000 to
$2,840,000.

• TANF Updates.  Federal Tem-
porary Assistance for Needy
Families (TANF) appropria-
tions were adjusted due to up-
dated state estimates of child
care usage.  The Legislature
also required that any unspent
balances from FY 2002 and
FY 2003 TANF appropriations
be returned to the state TANF
reserve.  Of the $13.1 million
returned to the state TANF re-

serve, $3 million was reappro-
priated to basic sliding fee
child care.

• Aid Payment Delay.  State
General Fund appropriations
for a variety of family and
early childhood education pro-
grams were affected by the aid
payment delay legislation in
Chapter 374.  Beginning in FY
2003, the Legislature reduced
the percentage of state aid dur-
ing the current fiscal year from
90 percent to 83 percent of the
estimated state aid entitlement
for the programs.  The one-
time savings of about $437.5
million in FY 2003 mentioned
in the K-12 education section
of this report includes savings
as a result of the aid payment
delay to family and early child-
hood education programs.

Family and Early
Childhood Education
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HUMAN SERVICES

The 2002 Legislature increased
appropriations for the Depart-
ment of Human Services (DHS)
by about $27.3 million from all
sources.  This net figure is the
result of a General Fund reduc-
tion of about $6.5 million; a
Health Care Access Fund (HCAF)
increase of about $15.4 million;
and a federal Temporary Assis-
tance for Needy Families (TANF)
Fund increase of about $18.4
million.

The General Fund reduction was
the net result of (1) an increase of
about $123.1 million to pay for
forecasted cost increases in the
entitlement programs adminis-
tered by DHS, more than offset by
(2) budget reductions of about
$66.7 million and revenue en-
hancements totaling more than
$62.8 million.

These actions occurred in two
phases and were enacted as
Chapters 220 and 374.

General Fund

Forecast Increases
About $123.1 million was ap-

propriated from the General
Fund to cover forecasted spend-
ing increases in the DHS entitle-
ment programs.  These are
increases projected since the
approval of the biennial budget in
2001.  Spending was projected to
increase in the following pro-
grams: General Assistance Medi-
cal Care (GAMC) (about $77.6
million); Assistance to Families
Grants (about $50.4 million);
General Assistance (GA) (over
$10.7 million); and Group Resi-
dential Housing (up about $1.3
million).  These increases were
partially offset by projected
reductions in the following
programs:  Minnesota Supple-
mental Aid (MSA) (down about
$3.1 million); the entitlement
portion of the consolidated
chemical dependency treatment
fund (down almost $1.1 million);
and Medical Assistance (MA)
(down almost $12.7 million).
Within the MA account, fore-
casted spending increases for
long-term care waivers and home
care (up over $89 million) and
services for the elderly and
disabled (up $328,000) were
more than offset by anticipated
reductions in services for fami-
lies and children (down over

$31.4 million) and long-term
care  facility costs (down almost
$70.7 million).

Nonforecast Budget Decisions
Budget reductions of about $66.7
million were enacted.  The
largest single reduction was a
one-time savings of over $36.9
million achieved by delaying
certain social service payments
to counties.  The state payments
are made to counties on a
calendar year basis.  The savings
are generated by delaying the
timing of payments within the
calendar year, beginning in 2003,
so that a larger perc entage of the
payments occur after June 30 and
fall into the next state fiscal year,
which begins on July 1.  The
savings in FY 2003, by program,
are as follows:  family preserva-
tion, about $2.7 million;
children’s mental health ser-
vices, over $3.8 million; Com-
munity Social Services Act
grants, over $13.7 million; adult
mental health grants, over $13.6
million; grants for semi-indepen-
dent living services for persons
with developmental disabilities
(DD), almost $1.8 million; and
grants for family support ser-
vices for persons with DD, over

Human Services
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$1.2 million.  The payment delay
does not affect total county
funding but does affect county
cash flow.

Other DHS reductions totaled
about $29.8 million.

Funding for management of the
agency was cut by almost $9
million.  This included a one-
time administrative reduction of
about $4.2 million and a base
reduction of almost $3.5 million.

Children’s grants were reduced
by $786,000.  Funding for local
children’s mental health
collaboratives was reduced by
$436,000.  A reduction of over
$2.2 million in Chapter 220 for
children’s collaboratives was
significantly offset by an appro-
priation of $1.8 million in
Chapter 374.

Basic health care grants were
reduced by over $11.1 million.
MA spending for families and
children was reduced by about
$2.5 million.  A new supplemen-
tal drug rebate program is
expected to save $410,000.
Under the program, DHS may
require prior authorization for
drugs from manufacturers that
have not signed a supplemental
rebate contract with the depart-
ment.  An appropriation of about
$6.4 million was provided to
increase prepaid health care
contract rates, and the amount of
the rate increase plus the federal
match it earned was allocated to

the University of Minnesota for
clinical graduate medical educa-
tion costs. (This allocation was
offset by a transfer of an equal
amount from the University of
Minnesota appropriation, dis-
cussed under revenue enhance-
ments below).  A savings of over
$7.4 million in this spending
category was anticipated through
a “performance withhold” from
payments to managed care pro-
viders.  The five percent with-
held from the  payments will be
returned to the provider, no
sooner than July of the following
year, if performance targets are
achieved.  A savings of over $1
million was taken by reducing
certain MA payments by one-half
of one percent.   Spending on MA
services for elderly and disabled
clients was reduced by almost
$6.3 million.  A savings of almost
$1.1 million was achieved by
reducing the prepaid payment
rates by one percentage point in
nonmetropolitan counties.  The
performance withhold initiative
was expected to save almost $2.7
million in spending on the elderly
and disabled, and the one-half of
one percent payment reduction
was expected to save $629,000.
A variety of provisions designed
to limit the ability to shield assets
from consideration for purposes
of determining MA eligibility
were expected to save almost
$1.9 million.

Also in the basic health care
grants function, GAMC program
cuts related to the nonmetro rate

reduction, performance with-
holds, and one-half percent
payment reduction were ex-
pected to save a total of about
$2.8 million.  Spending on other
health care assistance was in-
creased by $466,000.  In order to
fully cover anticipated costs in
the state Prescription Drug Pro-
gram, about $1.2 million was
appropriated, and the expansion
of eligibility for senior citizens to
135 percent of federal poverty
guidelines, from 120 percent,
was delayed from January 1,
2002, to July 1, 2002.  Also,
$350,000 was appropriated for
the University of Minnesota
Special Kids Program to provide
medical case management ser-
vices and $108,000 was pro-
vided to extend until July 1, 2003,
a temporary exemption that
allows certain enrollees in the
UCare health maintenance orga-
nization to enroll in the Prescrip-
tion Drug Program.  These
expenditures were largely offset
by a transfer of about $1.2
million from HIV/AIDS grants,
no longer needed because collec-
tions under the AIDS drug
assistance rebate program are
expected to exceed previous
estimates.

Appropriations for health care
management were reduced by
almost $1.1 million.  An appro-
priation of $450,000 to adminis-
ter the supplemental  drug rebate
program was more than offset by
a $50,000 reduction in pharmacy
program management and a base
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reduction of almost $1.5 million
in the computer systems account.

Funding for state-operated ser-
vices for persons with mental
retardation, mental illness, and
chemical dependency were re-
duced by over $4.5 million.
Reductions tied to campus con-
solidation and  administrative
funding reductions totaled over
$8.5 million, but $4 million of
this cut ($3 million from the
general fund and an additional $1
million in anticipated third-party
collections) was restored in
Chapter 374.

Continuing Care and Community
Support Grants were reduced by
$338,000.  Funding for the
statewide Community Social Ser-

vices Act (CSSA) formula was
reduced by $4.7 million, and the
allocation for social service aids
to former Group Residential
Housing recipients was cut by
$290,000.  Funding to plan and
develop community-based ser-
vices for elderly persons was
reduced by about $2.6 million.
Funding for the waiver program
for persons with mental retarda-
tion and related conditions was
reduced by over $5.1 million.
The most significant change was
to require DHS to manage the
reassignment of waiver re-
sources after persons leave the
waiver in order to achieve a cost
reduction equivalent to delaying
the reuse of the resources by 180
days.  (Waiver programs are
programs serving a variety of

DHS clients.  They are so named
because they involve waivers of
certain restrictive federal rules
to permit clients to be served
flexibly in home and community-
based settings rather than in
institutions.)  Funding for long-
term care facilities was in-
creased by over $12.4 million.
Payments to nursing homes were
increased by over $17.8 million
to offset a $1 per day increase in
the nursing home license sur-
charge, to $990 per bed per year,
and to offset an additional
intergovernmental transfer from
county-owned nursing homes of
$10,784 per bed per year.  (The
additional revenue garnered from
these increases is discussed
under revenue enhancements be-
low.)  These payment increases

were somewhat offset
by a state savings of
almost $3.1 million
from the establishment
of a ten percent county
share for nursing home
placements that ex-
ceed 90 days and
involve persons under
age 65 who have
disabilities.  Over
$2.3 million was saved
by limiting special
rate exceptions for
intermediate care fa-
cilities for persons
with mental retarda-
tion (ICFs/MR).

Funding for manage-
ment of Continuing
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Care and Community Supports
was reduced by $1.5 million.
The task force studying day
training and habilitation (DT&H)
rates was eliminated, saving
$100,000, and the deadline for
developing a new nursing home
reimbursement system was de-
layed one year, until January 15,
2004, saving an additional $1.4
million.

Economic Support Grants fund-
ing was cut by over $1.5 million
by delaying the expansion of the
supportive housing pilot project,
saving $1 million; by eliminating
Work First grants, saving
$404,000; and through a
$100,000 reduction in fraud
prevention grants.

Revenue Enhancements
About $62.8 million was antici-
pated due to revenue enhance-
ments.  The most significant
revenue increases were tied to
changes in the nursing home
surcharge and intergovernmental
transfer.  Increasing the sur-
charge by $1 per day, to a total of
$990 per bed per year, and
increasing the intergovernmental
transfer from county-owned nurs-
ing homes by $10,784 per bed
per year is expected to generate
almost $40.1 million in added
revenue.  Also in the continuing
care area, transfers to the general
fund from the consolidated chemi-
cal dependency treatment fund of
over $15.5 million were ap-
proved.  Reductions in payments

to counties and Area Agencies on
Aging for planning and develop-
ment of nursing home alternatives
is expected to result in a
$484,000 loss of federal match-
ing revenue.

The other major revenue en-
hancement was a $12.7 million
transfer to the General Fund from
the University of Minnesota’s
appropriation.  (The University
was held harmless through a
complicated funding mechanism.
Of the transferred amount, $6.35
million was used to increase
prepaid MA payment rates which
are fully matched by the federal
government.  The $6.35 million
plus the federal match, for a total
of $12.7 million,  was transferred
to the University for clinical
graduate medical education
costs.)

Reduced funding for DHS fi-
nance and management and state-
operated  services is expected to
result in a net loss of almost $5
million in federal match.

Health Care Access Fund
Appropriations to DHS from the
HCAF were increased by almost
$15.4 million.  The increase was
almost solely due to a forecasted
spending increase in the
MinnesotaCare program of al-
most $15.6 million.  Another
$475,000 was allocated to ex-
pand farmer eligibility for the
program by allowing farmers to
count depreciation when deter-

mining gross income for eligibil-
ity purposes.  These increases
were somewhat offset by a
savings of $585,000 anticipated
from the performance withhold
on managed care contracts, but in
MinnesotaCare the amount with-
held is only one-half of one
percent, not the five percent
withheld under MA and GAMC.
A savings of $120,000 was
anticipated from a modification
in transitional coverage for
children.

TANF

The Legislature appropriated
about $18.4 million from the
federal TANF (Temporary As-
sistance for Needy Families)
block grant.  As with the HCAF,
increased spending was largely
due to forecasted spending in-
creases in assistance to qualify-
ing families.  Over $22.1 million
was appropriated for this pur-
pose.  In addition, the Legislature
provided $166,000 for addi-
tional costs in the Minnesota
Family Investment Program
(MFIP) and $93,000 to the
Department of Children, Fami-
lies, and Learning for related
child care costs as the result of
several modifications in state
policy regarding hardship exten-
sions from the 60-month time
limit on MFIP eligibility.  The
extensions were for (1) victims
of domestic violence; (2) partici-
pants who work fewer hours than
required due to a verified illness
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or incapacity; (3) participants
who are in the process of
collecting required documenta-
tion to demonstrate that they are
ill or incapacitated or hard to
employ; and (4) participants who
are exempt from work require-
ments in order to care for an ill or
incapacitated household mem-
ber.  Participants exempt under
(3) may be responsible for an
overpayment if they are not
finally approved for an exten-
sion.  A savings of $4 million
was taken as a result of reducing
federal TANF spending on the
MAXIS computer system to
accurately reflect system costs.

HEALTH DEPARTMENT

Chapter 220 reduced General
Fund appropriations for the
Minnesota Department of Health
(MDH) by almost $14.5 million.
The largest reduction was a
savings of $9.7 million in the
health policy and systems com-
pliance activity through the
elimination of the general fund
appropriation for the Medical
Education and Research Fund.
This reduction was partially
restored by transferring almost
$4.9 million from the academic
health center account within the
medical education endowment
fund  to MDH.  This amount was
then matched by the federal
government; the almost $4.9
million plus interest was trans-
ferred to the University for the
academic health center; and the

remaining amount was distrib-
uted through the medical educa-
tion and research fund.  Other
cuts in the MDH access and
quality improvement activity
were a $50,000 administrative
funding reduction, and a reduc-
tion of $240,000 in children’s
health improvement grants, bring-
ing total reductions in this
activity to almost $10 million.

The General Fund appropriation
for community health services
was reduced by more than $2.7
million.  The largest reduction
occurred in funding for juvenile
assessment centers, which were
cut by $1.3 million.  Other
reductions in this area affected
the summer health care internship
program, cut $400,000; the health
and long-term care career pro-
motion grant program, reduced
by $294,000; health disparities
and suicide prevention, cut by
$650,000; and fetal alcohol
syndrome grants, which received
a $100,000 reduction.  The cuts
to the summer internship program
and the career promotion pro-
gram were restored with funding
from the HCAF.  MDH adminis-
trative funding from the HCAF
was reduced by $694,000, so the
overall effect on the HCAF was
budget neutral.

Funding for health protection
activities was reduced by more
than $1 million.  The occupa-
tional respiratory disease infor-
mation system was reduced by

$402,000; food safety education
was cut by $200,000; and the
emerging health threats function
received a $400,000 budget
reduction.  The appropriation for
management and support opera-
tions was cut by $750,000
through an administrative funding
reduction in finance and adminis-
tration.

In other significant action affect-
ing MDH, the Legislature passed
the “Minnesota Emergency Health
Powers Act” (Chapter 402).
This legislation gave the Gover-
nor the authority to declare a
national security emergency or a
peacetime emergency upon the
occurrence of a public health
emergency.  This legislation also
authorized the Governor, upon
the declaration of a national
security or peacetime emergency
due to a public health emergency,
to commandeer medical supplies
and facilities for emergency
management purposes and to
ensure the safe disposition of
dead human bodies.  The legisla-
tion further authorizes the Com-
missioner of Health in very
limited circumstances to isolate
or quarantine a person or group
of persons for a period no longer
than 48 hours without a court
order and establishes specific
due process requirements that
must be followed by the commis-
sioner or any person acting under
the commissioner’s authority
when the need to isolate or
quarantine arises.  Finally, the
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legislation requires the commis-
sioner, in consultation with a
number of interested parties, to
study and make further recom-
mendations to the Legislature on
the state’s capacity to deal with a
public health emergency while
protecting the constitutional rights
of its citizens.

Minnesota will re-
ceive $16 million in
federal grant money
from the Centers for
Disease Control and
Prevention (CDC) to
enhance the state’s
bioterrorism pre-
paredness and re-
sponse capabilities.
Funded activities in-
clude planning and
readiness assess-
ment, disease sur-
veillance and re-
sponse capacity, and
training and commu-
nications.  In addi-
tion to MDH activi-
ties, about $5 mil-
lion of the federal
money will be
awarded to the state’s
network of local
public health agen-
cies.  In addition to
the CDC money, the
state will also receive $2.1
million from the federal Health
Resources and Services Admin-
istration to help the state’s
hospitals prepare for a possible
terrorism attack.

HEALTH-RELATED
BOARDS

The Board of Chiropractic Ex-
aminers received $75,000 in
Chapter 220 from the State
Government Special Revenue
(SGSR) Fund to pay unantici-
pated legal costs.

Chapter 399 appropriated
$75,000 from the HCAF to the
Board of Dentistry to implement
the donated dental services
program. The program was
established to provide dental

care to public program recipients
and the uninsured by dentists who
volunteer their services without
compensation.  The program will
establish a network of volunteer
dentists and a system to refer
eligible individuals to the appro-
priate dentist.

Chapter 399 also made available
$50,000 from the
SGSR to the health-
related boards ad-
ministrative services
unit to pay for medi-
cal professional li-
ability insurance cov-
erage for  eligible
health care providers
participating in the
volunteer health care
provider program.
The volunteer pro-
gram was established
to facilitate the pro-
vision of health care
services provided by
volunteer health care
providers through eli-
gible health care fa-
cilities and organiza-
tions.  Medical pro-
fessional liability in-
surance will be pur-
chased for a volun-
teer provider who is
participating in the

program if the provider does not
otherwise have professional li-
ability coverage either person-
ally or through an employer or
facil ity.
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VETERANS AFFAIRS

Veterans Nursing
Homes Board
In Chapter 374 the Legislature
appropriated $900,000 from the
General Fund for a deficiency in
Veterans Nursing Homes Board
operations.  Chapter 374 also
provides that the Board may also
receive up to an additional
$500,000, if sufficient payments
are received in settlement of the
mold litigation at the Luverne
facility.  This is in addition to the
almost $61 million appropriated
to the board by the 2001
Legislature for the 2001-2003
biennium.

In Chapter 393 the Legislature
appropriated almost $12.9 mil-
lion from the Bond Proceeds
Fund to the Veterans Nursing
Homes Board for capital projects.
The table in the Capital Expendi-
tures section provides details on
the specific bonding appropria-
tions to the Veterans Nursing
Homes Board.

Department of
Veterans Affairs
In Chapter 220 the Legislature
reduced the General Fund appro-
priation to the Department of
Veterans Affairs in fiscal year
2003 by $180,000.  This is a cut
from the just over $8.9 million
appropriated by the 2001 Legis-
lature to the Department of
Veterans Affairs for the 2001-
2003 biennium.

In Chapter 220 the Legis-
lature reduced the General
Fund appropriation to the
Department of Veterans

Affairs in fiscal year 2003
by $180,000.
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HOUSING

The 2002 Legislature examined
inclusionary housing policy as
another method for providing
affordable housing.  Chapter 315
authorizes a municipality, sub-
ject to agreement by the devel-
oper, to establish the following
criteria when approving a subdi-
vision, planned unit develop-
ment, site plan, or similar action
for a proposed development that
includes units for households of
low and moderate incomes:

• Sales prices or rents for the af-
fordable units;

• Maximum income limits for
initial and subsequent purchas-
ers or renters of the affordable
units;

• Means for maintaining long-
term affordability, including
equity sharing, or similar ac-
tivities; and

• Land trust agreements for
the affordable units.

The first three options would
apply for no more than 20
years from initial occupancy,

except where public financing or
subsidies require longer terms.

The law also defines “housing
fiscal impact” as increased
or decreased costs that a housing
development would incur as
a result of local zoning
changes that are adopted by
a municipality after August 1,
2002.  This definition applies to
municipalities that have adopted
the State Building Code and are
located in counties with a
population of 30,000 or more.
Under this law, a municipality
may, but is not required to,
prepare a housing fiscal impact
note prior to the public hearing
on the proposed zoning changes.
The impact note may estimate the
increase or decrease in costs;
specify long-range implications;
describe appropriate alternatives;
and discuss the rationale for the
changes.

Chapter 220 cut the Minnesota
Housing Finance Agency’s
(MHFA) budget by $216,000
in FY 2003 and reduced the
department’s base funding by an
additional $457,000 each year of
the 2003-2005 biennium.  The
Legislature directed the agency
to make base reductions across
agency accounts without a
disproportionate reduction from
a single program.  Moreover, the
reductions are to be made
with an emphasis on cutting
administration and overhead
expenses.

Housing

In Chapter 393, $16.2 million
was appropriated to MHFA for
loans and grants for publicly
owned transitional and perma-
nent housing.  The loans or grants
are to be used for the develop-
ment, construction, acquisition,
or rehabilitation of transitional
or permanent housing to serve

veterans and
single adults
who are home-
less or at risk
of becoming
homeless



23

COMMERCE  AND
INSURANCE

Auto Glass
Chapter 283 modified the pay-
ment basis for auto glass claims
from a price established by the
Commissioner of Commerce
through a market survey  to a price
that is fair and reasonable within
the local industry at large.   It also
prohibits the use of material
incentives as inducement for auto
glass products or services.  Chap-
ter 283 also required an insurer
that recommends a particular
auto glass vendor to notify the
insured that Minnesota law gives
them the right to choose any glass
vendor they wish and prohibits
the insurer from pressuring the
insured into choosing a particular
vendor.

Credit Scoring
Chapter 357 placed limitations
on the use of credit information in
the determination to issue or
continue an insurance policy on a
private passenger vehicle or a
homeowner’s policy.  Under this
chapter, no insurer may reject,
cancel, or refuse to renew a
policy based solely or in part on
credit information, including a

“credit score,” without inclusion
of any other applicable under-
writing factor.  Chapter 357
requires that insurers who use
credit scoring in underwriting of
coverage must place on file with
the Commissioner of Commerce
their credit scoring methodology
along with information that
supports the use of a credit score
as an underwriting criteria.
Further, Chapter 357 prohibits
the use of the gender, race,
nationality, or religion of an
applicant in the credit scoring
methodology.

Credit Unions
In Chapter 339 the Legislature
modified existing law governing
credit unions to allow them to:
add small groups to their mem-
bership without prior approval
of the Commissioner of Com-
merce; receive commissions on
selling insurance to  their
members; offer trust-related ser-
vices with the commissioner’s
approval; impose reasonable
charges for services provided to
their members; enforce loan
repayment provisions; buy, sell,
and otherwise deal with real
estate, personal property, and
loans or groups of loans other

than self-replenishing lines of
credit; and engage in leasing
transactions with their members.

Fireworks
The Legislature, in a bill origi-
nally intended to prohibit ad-
verse action against volunteer
firefighters who take unpaid
leave to perform their volunteer
duties, authorized the limited use
of personal fireworks.  Chapter
350 permits the personal
use of nonaerial, nonexplosive
fireworks.  Purchase of such
fireworks by persons under the
age of 18 is prohibited.  The
language relating to volunteer
firefighters was dropped from
the final legislation.

Insurance Company
Demutualization
Chapter 336 allowed mutual
insurance holding companies to
convert to stock holding compa-
nies.  Currently, Minnesota Life
is the only mutual insurance
company in the state.

Insurance Fraud
Prevention Division
In Chapter 331 the Legislature
established the Division of Fraud
Prevention in the Department of

Commerce, Insurance, and Labor
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Commerce and authorized that
division to initiate investigations
on its own, respond to complaints
of suspected insurance fraud,
review reports of fraud submit-
ted by authorized insurers, and
report incidents of fraud to the
proper law enforcement authori-
ties.  The division also was
authorized to administer the
automobile theft prevention pro-
gram.

Keg Registration  and Hotel
Mini-Bar Liquor Sales
In an effort to curb underage
consumption, the Legislature en-
acted Chapter 232,  which
requires the registration of all
off-sale beer kegs.  The new law
requires retailers to record the
serial number of kegs sold to
individual consumers, along with
the consumer’s driver’s license
number and contact information,
and to keep such information on
file for 90 days.  The law does not
apply to kegs sold to bars,
restaurants, and other commer-
cial enterprises.  The keg
registration law is intended to
allow law enforcement person-
nel to track individuals who
supply kegs to minors.  In Chapter
318, the Legislature exempted
sales of intoxicating beverages
from cabinets in hotel rooms
from on-sale hours restrictions,
but refrained from extending
hotel bar on-sale hours.

Real Property Seller
Disclosure Requirements
In Chapter 306 the Legislature set
forth disclosure requirements for
sellers of real property intended
for use as a single-family
residence.  Prior to signing an
agreement to sell or transfer
single-family residential real
property, the seller must make a
written disclosure to the pro-
spective buyer or transferee that
includes all material facts per-
taining to adverse physical con-
ditions of which the seller is
aware that could adversely and
significantly affect an ordinary
buyer’s rights and interests or any
intended use of the property of
which the seller is aware. The
disclosure must be made in good
faith and based on the best of the
seller’s knowledge at the time of
the disclosure.   Chapter 306
contains general provisions that
are not considered material facts,
including the fact that the prop-
erty is or was occupied by an
owner or occupant suspected to
be infected with HIV or diag-
nosed with AIDS; was the site of
a homicide, suicide, accidental
death, natural death, or perceived
paranormal activity; or is located
in a neighborhood containing an
adult family home, community-
based residential facility, or
nursing home.  Sellers who fail to
make a disclosure are subject to
civil action for recovery of

LABOR

Chapter 220 reduced the Depart-
ment of Labor and Industry’s
budget by $726,000 in the 2001-
2003 biennium.  Of these cuts,
$211,000 are for staff reductions.

A new law governing employee
background checks was enacted
in Chapter 380.  Under this law,
an employer is prohibited from
requiring an employee or pro-
spective employee to pay for
criminal or background checks,
credit checks, or orientation,
except in the case of school
district background checks, or as
otherwise provided by law.  It
also prohibits an employer from
requiring an employee or pro-
spective employee to pay for
training or testing that is required
by state or federal law, unless the
training is for a license, registra-
tion, or certification, or that is
required for the employee to
maintain the employee’s current
position.

Chapter 380 also amended the
School Conference and Activity
Leave law by providing that
parents of foster children have
the same benefits for school

damages and other equitable
relief.  Disclosure is required on
purchase agreements entered into
on or after January 1, 2003.
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conference and activity unpaid
leave as biological and adoptive
parents.

Youthbuild is a program in the
Department of Economic Secu-
rity that serves at-risk youth who
have not been served well
through the traditional education
system.  Chapter 380 amended a
statute dealing with Youthbuild
by requiring that priority be given
to grants for programs that use
Youthbuild for the construction
or rehabilitation of early child-
hood learning and child protec-
tion facilities, as long as the work
is appropriate and that use of
Youthbuild will not increase
overall project costs.

In Chapter 272, the Legislature
directed the Board of Nursing to
recognize a nursing license
issued by a border state as valid
in Minnesota, as long as:

• the border state’s licensure
standards are substantially the
same as Minnesota standards;

• the border state has not taken
adverse action against the
nurse’s license;

• the nurse is not participating
in an alternative or diversion
program; and

• the nurse has not been refused
a Minnesota nursing license.

Nurses from border states need
to report their Minnesota
employment with the board in a
timely fashion, and they are
subject to Minnesota’s laws and
rules.  This chapter also prohibits
hospitals and other health care
facilities from taking action
against a nurse for declining to
work additional hours, if the
nurse declines because working
additional hours may jeopardize
patient safety.

Chapter 262 made several
technical and housekeeping
changes to the Workers’
Compensation statutes.
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ECONOMIC
DEVELOPMENT

Chapter 220 reduced the Depart-
ment of Trade and Economic
Development’s (DTED) budget
by over $1.3 million in the 2001-
2003 biennium.  The Legislature
directed the agency to make base
reductions across agency ac-
counts without a disproportion-
ate reduction from a single
program.  Moreover, the reduc-
tions are to be made with an
emphasis on cutting administra-
tion and overhead expenses.

• $301,000 is for administrative
cost reductions, and $146,000
is for the state employee strike
salary savings.

• Business and Community De-
velopment Programs were re-
duced by $115,000 in the
2001-2003 biennium, and the
Minnesota Investment Fund
was reduced by $500,000 each
year of the 2003-2005 bien-
nium.

• The Minnesota Trade Office
received cuts of $313,000 in
the 2001-2003 biennium, and

its base funding was reduced
by $50,000 each year of the
2003-2005 biennium.

• The Office of Tourism re-
ceived cuts of $460,000 in  the
2001-2003 biennium, and its
base funding was reduced by
$350,000 each year of the
2003-2005 biennium.  The
Snowbate Program in the Min-
nesota Film Board was cut by
$20,000 in FY 2003 and its
base funding was established
at $450,000 each year of the
2003-2005 biennium.  In ad-
dition, $426,000 of a 1999 ap-
propriation for the Journey
Travel Destination System was
canceled and returned to the
General Fund.

• The Information and Analysis
Division was reduced by
$200,000 in the 2001-2003 bi-
ennium, and its base funding
was reduced by $79,000 each
year of the 2003-2005 bien-
nium.

• Appropriations to DTED in
Chapter 220 include $13.2
million for the Dislocated
Worker Program; $215,000 for

the Internet System for Educa-
tion and Employment Knowl-
edge (ISEEK) Program; and
$150,000 was added each year
of the 2003-2005 biennium to
the base for the Center for
Rural Policy and Develop-
ment.

Chapter 220 reduced the
Department of Trade and
Economic Development’s
(DTED) budget by over
$1.3 million in the 2001-
2003 biennium.

Chapter 380 made several modi-
fications to DTED programs, as
well as some policy changes to
the department’s operations.
DTED is vacating the World
Trade Center (WTC) conference
and service center space and
consolidating operations on one
floor of the WTC building.       The
Urban Initiative Board’s grant
and loans programs were changed
to more easily accommodate the

Economic Development
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lending practices of a more
diverse, immigrant population.
Chapter 380 also amended the
Redevelopment Program so that
funds are distributed evenly
among rural and metropol-
itan projects.  Previously, rural
projects received one-quarter of
the funding and metro projects
received the remaining 75 per-
cent.

Current law requires the Pollu-
tion Control Agency to file the
intended use plan with the fed-
eral Environmental Protection
Agency.  Chapter 380 changed
this requirement to the Public
Facilities Authority, and changed
some requirements related to the
preparation of the plan.  Chapter
380 also raised the limit on bonds
issued by the Public Facilities
Authority from $850 million to
$1 billion.
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ECONOMIC
OPPORTUNITY

Due to the downturn in the
national and state economy, the
closure of two significant em-
ployers (Fingerhut Companies,
Incorporated, and Farmland
Foods), as well as the events of
September 11, 2001, and the
devastating effect they had on
the airline and related industries,
the 2002 Legislature passed an
extension of unemployment in-
surance benefits for certain
specified workers in Chapter
380.  Those eligible for the
extensions include individuals
who are in a Dislocated Worker
Training Program and were laid
off due to lack of work from the
following employers:

• Farmland Foods on or after
July 8, 2001;

• Fingerhut Companies, Incor-
porated, on or after January 1,
2002, if they were employed
at locations in St. Cloud, Mora,
or Eveleth; and

• Various specified airlines, in-
cluding Northwest and Sun
Country, and LSG Sky Chefs,

on or after September 11,
2001.

These benefit extensions expire
on December 31, 2003, and the
estimated cost is $10 million.

In addition to the state extensions,
Chapter 380 also provided a
temporary extension for
individuals who did not meet the
eligibility criteria for the
Federal Temporary Extended
Unemployment Compensation
Act of 2002.  This “fill-in-the-
gap” extension is available to
qualified individuals until
December 28, 2002.

Chapter 380 addressed other
policy in the Unemployment
Insurance (UI) Program. The
changes include:

• Providing for an assessment
on unemployment insurance
taxes of between two and eight
percent of all taxes due for a
calendar year, if the Commis-
sioners of Economic Security
and Finance determine that the
state will need to make an in-
terest payment during that
year.  Any amount over what
is needed to pay the interest

will go into the Unemploy-
ment Insurance Trust Fund.
This change was intended to
increase the solvency of the UI
Fund in order to avoid borrow-
ing from the federal govern-
ment;

• Making the Unemployment
Insurance base tax rate .38 for
calendar year 2003;

• Extending a provision that al-
lows wage credits earned by
contract food service employ-
ees in an elementary or sec-
ondary school to be used for
unemployment benefit pur-
poses.  This provision sunsets
on December 31, 2004; and

• Directing the Unemployment
Insurance Advisory Council to
prepare a report on the long-
term solvency of the Minne-
sota Unemployment Insurance
Program Trust Fund.  The re-
port must be presented to the
Legislature by January 15,
2003.

Finally, Chapter 220 cut a total
of $639,000 in FY 2002 and FY
2003 from the Department of
Economic Security’s budget,

Economic Opportunity
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and further reduced its base
appropriation by $200,000 in FY
2004, and then by an addi-
tional $400,000 in FY 2005
as a result of reorganization of
state agencies.  The Legislature
directed the agency to
make base reductions across
agency accounts without a
disproportionate reduction from
a single program.  Moreover,
the reductions are to be made
with an emphasis on cutting
administration and overhead
expenses.

The budget reductions include:

• $228,000 in the Workforce
Services branch;

• $204,000 in the Rehabilitation
Services branch;

• $127,000 in the Workforce
Services for the Blind branch;
and

• $80,000 to capture strike sal-
ary savings.
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TRANSPORTATION

Transportation Program
Budget Reductions
Article 7 of Chapter 220 (the
Phase I Budget Bill) contains
the budget reductions for
transportation-related programs.
A summary of the transportation
budget reductions is shown in
the table to the right.  All of the
cuts shown reduce the agency’s
budget base for the 2003-2005
biennium.  The transportation
budget reductions totaled $4.1
million for FY 2003 and $8.2
million for the 2003-05 bien-
nium.  Article 13 of Chapter 220
also contained a one-time $40
million reduction to a FY 2002
appropriation to the Metropoli-
tan Council for the Riverview
Transitway.   With the exception
of the Riverview Transitway
Project, the cuts to transportation
programs were relatively minor
because the majority of transpor-
tation funding is from the
constitutionally dedicated High-
way User Fund, rather than from
the state General Fund.   There
were no additional cuts to
transportation-related programs
in Chapter 374, the Phase II
Budget Balancing Bill.

The $400,000 reduction for
Greater Minnesota Transit Ad-
ministration was replaced by
allowing the Department of
Transportation to spend up to
$400,000 per year from the
Greater Minnesota Transit Fund
for program administration.  This
fund receives 1.25 percent of the
proceeds from the motor vehicle
sales tax and it is estimated that
the fund has adequate revenues
for both transit assistance grants

and these administrative costs.
The Metropolitan Council is
required to first seek to achieve
its $2 million transit operations
reduction by increasing operat-
ing revenue, reducing or elimi-
nating service on routes with a
fare box recovery of less than ten
percent, or by reducing nonpeak
service.

Transportation Funding
The Senate and House of

TRANSPORTATION PROGRAM GENERAL FUND
BUDGET REDUCTIONS

Agency/Program  FY 2003

Department of Transportation
Aeronautics ($  50,000)
Greater MN Transit Administration (  400,000)
Railroads and Waterways (    60,000)

Metropolitan Council Transit
Administration (   600,000)
Metropolitan Transportation Services (   100,000)
Transit Operations (2, 015,000)

Department of Public Safety
State Patrol Capitol Security (  175,000)
Administration and Related Services (  500,000)
Driver and Vehicle Services (  200,000)

TOTAL           ($4,100,000)

Transportation
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Representatives Transportation
Finance Committees dedicated a
large portion of their session
work towards putting together a
bill that would provide increased
revenues for transportation pur-
poses. Both bodies passed an
Omnibus Transportation Finance
Bill (S.F. No. 2812 and H.F. No.
3364), however, after conten-
tious negotiations, the conference
committee was unable to agree
upon a final transportation fund-
ing package.

The Senate Omnibus Transporta-
tion Funding Bill contained:  a
six-cent gas tax increase; index-
ing of the gas tax based upon the
rate of inflation; dedication of
10.8 percent of the motor vehicle
sales tax (MVST) to a new
multimodal fund for transit, small
city roads, and other multimodal
purposes; authorization of $1
billion in trunk highway bonding
over ten years; and a ballot
referendum in the 11-county
metropolitan area to authorize a
half-cent sales tax increase for
transportation purposes.  The
Senate bill would have provided
over $5 billion in new funding for
transportation purposes over a
ten-year period.

The House Omnibus Transporta-
tion Funding Bill contained an
authorization for $750 million in
trunk highway bonds over a five-
year period.  The debt service on
the bonds would have been paid
using existing increases in trunk
highway fund revenues rather

than providing new transporta-
tion revenue sources.

During the conference committee
discussions, the Senate conferees
offered a proposal containing a
five-cent gas tax, $1 billion over
ten years in trunk highway
bonding, and dedication of 8.25
percent of the MVST (equivalent
of one and one-half cent gas tax)
to multimodal purposes.  Both the
gas tax indexing and metropoli-
tan  referendum were dropped.
The Governor’s office indicated a
strong interest in the funding
package, however, the proposal
failed on a vote of six to four, with
four House members voting no.
The House final offer was for a
three-cent gas tax for highways
only and a constitutional dedica-
tion of the MVST funds currently
being spent on transportation
purposes.  However, when the
conference committee voted on
this proposal, only two of the five
House members voted in favor of
the proposal and the Senate
conferees voted no.

Transportation Policy
The transportation policy changes
primarily relating to the Depart-
ment of Transportation are con-
tained in Chapter 364.    The bill
amended language from Chapter
220, the Phase I Budget Balanc-
ing Bill, to exempt from the
moratorium on professional or
technical service contracts
expenditures out of the Trunk
Highway Fund, County State Aid
Fund, Municipal State Aid Fund,

and State Airports Fund, and
General Fund expenditures on
interregional corridor and bottle-
neck projects.  Other policy
changes included allowing the
department to acquire right-of-
way to preserve future transporta-
tion corridors; allowing cities to
advance up to $10 million to
MnDOT to expedite construction
of interregional corridor or bottle-
neck reduction projects; requir-
ing the department to conduct a
corridor-protection demonstration
project on Trunk Highway 55;
and creating a technical advisory
group to make recommendations
for streamlining the environmen-
tal review process for transporta-
tion-related projects.

Transportation policy changes
relating to the Department of
Public Safety are contained in
Chapter 371.  This  bill made
modifications to the vehicle
registration and titling processes;
provided for the design and
production of “Proud to be a
Veteran” license plates; recodi-
fied the motor carrier fuel tax
interstate compact; and made
changes to the commercial ve-
hicle enforcement regulations.  It
also provided an exception to the
prohibition on spending trunk
highway funds for congestion
mitigation during highway  con-
struction for the Interstate 494/
Highway 61 Wakota Bridge
project.  This exception will
allow MnDOT to operate transit
services in the corridor during the
four-year construction period.
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AGRICULTURE

Department of Agriculture
In Chapter 220 the Legislature
reduced the General Fund appro-
priations to the Department of
Agriculture by $836,000 for
the current biennium.  Of this
amount, $250,000 was cut from
agricultural protection services;
$92,000 was cut from agricul-
tural marketing and develop-
ment; and $494,000 was cut
from administration and finan-
cial assistance.  Included in the
cuts from administration and
financial assistance was elimina-
tion of the grant program for
agricultural information centers
($175,000).  The appropriation
reductions are in FY 2003 from
ongoing programs and will also
reduce the base budget of the
department in future fiscal years.
The Legislature also cancelled
$43,000 from a one-time appro-
priation for grants to cooperative
associations for short-rotation
woody crop production and
marketing.

In Chapter 393 the Legislature
appropriated $15 million from
the Bond Proceeds  Fund to the
Department of Agriculture for
Rural Finance Authority Loans.

Ethanol
In Chapter 220 the Legislature
reduced ethanol producer pay-
ments to 19 cents per gallon from
20 cents per gallon beginning on
July 1, 2004.  Because of the July
1, 2004, effective date, this
change will not result in savings
to the General Fund in the
current biennium but will reduce
planned expenditures by over
$1.6 million in the second year of
the 2003-2005 biennium.

Biodiesel Fuel Requirements
In Chapter 244 the Legislature
mandated at least two percent
biodiesel in all diesel fuel oil
sold in Minnesota under two
scenarios. The first scenario is
when the state production capac-
ity for biodiesel is greater than

eight million gallons, and 18
months have passed since a
federal action creates a two cent
per-gallon reduction in the price
of diesel fuel containing at least
two percent biodiesel.  The
second scenario is when the state
production capacity for biodiesel
is greater than eight million
gallons and June 30, 2005, has
passed.  The bill exempts motors
used at nuclear generation facili-
ties, railroad locomotives, and
off-road taconite and copper
mining equipment and machin-
ery.  If the biodiesel mandate is
repealed within eight years of its
effective date, the bill makes
distributors eligible for a partial
refund for eligible capital expen-
ditures necessary to comply with
the biodiesel mandate.

Agriculture
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Phosphorus in Fertilizer
In Chapter 345 the Legislature
prohibited, after January 1,
2004, the application of a
fertilizer containing phosphorus
on turf in the seven-county metro
area and fertilizer containing
greater than three percent phos-
phate on turf in the remaining 80
counties, except in specific
situations.  Local units of
government in the remaining 80
counties may adopt the more
restrictive prohibition on phos-
phorus that exists for the seven
metro area counties.

Chapter 345, as amended by
Chapter 400, also preempts local
ordinances and regulations relat-
ing to phosphorous fertilizers
and phosphorous fertilizer prod-
ucts used in agriculture; pre-
empts local ordinances relating
to turf fertilizer containing
phosphorus after January 1,
2004; and prohibits the applica-
tion of a fertilizer to an
impervious surface beginning on
August 1, 2002.  Local ordi-
nances restricting the sale of turf
fertilizer containing phosphorus
in effect as of August 1, 2002,
may continue in effect after
January 1, 2004.

Methane Digester
Loan Program
In Chapter 373 the Legislature
revised the Methane Digester
Loan Program and transferred
the program from the Commis-

sioner of Agriculture to the Rural
Finance Authority (RFA).  Un-
der the new program, the RFA
may participate in or make direct
loans for up to $250,000 to a
resident or an entity eligible to
own farmland under the Corpo-
rate Farm Law.  Loans made
before July 1, 2003, are no-
interest loans.  Beginning July 1,
2003, the RFA may charge an
interest rate of up to four percent
for its portion of the loan.

In Chapter 220 the Legislature
transferred additional funding to
the Methane Digester Loan
Program from the remaining
balance in the Disaster Recovery
Loan Program Revolving Ac-
count (over $609,000). Future
repayments on outstanding disas-
ter recovery loans will also be
deposited in the Methane Di-
gester Revolving Loan Account
(approximately $187,000 through
fiscal year 2008).  These amounts
are in addition to the original
$200,000 appropriated to a
revolving account for methane
digester loans in 1998.  The
transfer eliminated funding for
the Disaster Revolving Loan
Program.

Chronic Wasting
Disease (CWD)
In Chapter 373 the Legislature
addressed an increasing risk of
CWD in cervidae (elk, deer, and
moose).  With the recent finding
of CWD in wild deer in

Wisconsin, provisions were
adopted to try to prevent the
spread of the disease to Minne-
sota farm-raised cervidae that
could get into the wild cervidae
population.  Until June 1, 2003,
only cervidae from herds that
have been under an approved
CWD monitoring program for at
least three years may be im-
ported, and the importation of
cervidae from CWD endemic
areas is strictly prohibited.
Chapter 373 provides that es-
caped farm-raised cervidae or
wild cervidae within a farmed
cervidae operation must be
reported to the Department of
Natural Resources (DNR) within
24 hours.  Chapter 373 also
requires a joint report to the 2003
Legislature from the Board of
Animal Health and the DNR,
after consultation with interested
parties, on recommendations to
protect Minnesota’s wild and
domestic cervidae from CWD.

Agricultural Utilization
Research Institute (AURI)
In Chapter 220 the Legislature
reduced the General Fund appro-
priation in the current biennium
to AURI by $801,000.  The
appropriation reductions are from
ongoing programs and will also
reduce the base budget of AURI
in future biennia.
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NATURAL RESOURCES

Department of Natural
Resources (DNR)
In Chapter 220 the Legislature
reduced the General Fund appro-
priations to the DNR by almost
$5.5 million.  Of this amount,
$189,000 was cut from land and
mineral resource management,
including $100,000 from a statu-
tory appropriation for
mining company grants;
$563,000 was cut from
water resource manage-
ment; $599,000 was cut
from forest management,
including $200,000 from
the Forest Resources
Council; $317,000 was
cut from park and recre-
ation management;
$177,000 was cut from
trails and waterways
management; $154,000
was cut from fish man-
agement; $110,000 was
cut from wildlife man-
agement; $44,000 was
cut from ecological ser-
vices; $349,000 was cut
from enforcement; and almost $3
million was cut from operations
support.  The appropriation
reductions are for FY 2003 from
ongoing programs and will also

reduce the base budget of the
DNR in future fiscal years.

In addition to these cuts in the
base budget, the Legislature
specified additional General
Fund base cuts to the DNR in  the
next biennium.  The additional
General Fund cuts in the next
biennium are:  $250,000 per year
for state parks and recreation

areas; $400,000 per year for
metropolitan regional parks main-
tenance and operations grants;
$901,000 per year for operations
support; and just over $1 million

with the elimination of the
Minnesota Conservation Corps.

In Chapter 220 the Legislature
appropriated over $1.6 million
from the Natural Resources Fund
for snowmobile trails and en-
forcement.  This amount reflects
the increase in money available
in the fund due to the increased
portion of the gasoline tax

designated to snowmobiles by
the 2001 Legislature.

In Chapter 355 the Legislature
appropriated over $1.2 million

Natural Resources
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from the Natural Resources Fund
for monitoring, enforcement, and
environmental review of off-
highway vehicle trails.

Department of Natural
Resources Capital Budget
In Chapter 393 the Legislature
appropriated almost $102 mil-
lion from the Bond Proceeds
Fund to the DNR for capital
projects.  Of this amount, almost
$32.2 million was vetoed by the
Governor.   The table in the
Capital Expenditures section
provides details on the specific
bonding appropriations to the
DNR that were approved by the
Governor and the others that
were vetoed.

Consolidated Conservation
(Con-Con) Lands
In Chapter 353 the Legislature
provided for the designation of
the remaining 102,315 acres of
undesignated Con-Con lands as
wildlife management areas
(WMAs), effective on January 1,
2003.  With the designation of
these lands as WMAs, the
counties and towns containing the
designated lands will receive
increased payments in lieu of
taxes (PILT) for the designated
lands.  The increased cost of the
PILT is estimated to be $678,000
in the 2003-2005 biennium.  To
pay for the increased cost of the
PILT, the Legislature reduced the
percentage of the lottery in lieu of
sales tax receipts scheduled to be
allocated for natural resource

programs in fiscal year 2004 and
thereafter from 88.5 percent to
87.1 percent.

Chapter 353 also requires the
designation of at least 90 miles of
all-terrain vehicle (ATV) trails
on Con-Con lands designated as
WMAs; establishes specific ATV
operating times for firearms deer
hunters on certain WMA land in
Northwestern Minnesota; estab-
lishes warning procedures that
are in effect until January 15,
2004, for enforcement of ATV
violations on WMA lands desig-
nated under this act; and provides
for separate eight-member wild-
life management area access
working groups for Beltrami,
Marshall, and Roseau counties to
identify and designate trails.

Off-Highway Vehicle (OHV)
Use in State Forests
In Chapter 355 the Legislature

prohibited the off-trail use of
OHVs in state forests and
provided additional funding (over
$1.2 million) for monitoring,
enforcement, and environmental
review of OHV trails.

In Chapter 351 the Legislature
provided for the establishment of
a motorized trail task force to
review and make recommenda-
tions on the use and management
of OHVs on state forest lands.
The task force must report its
recommendations to the DNR
and the Legislature by January
15, 2003.

Gross Overlimit Violations of
Game and Fish Laws
In Chapter 270 the Legislature
established a criminal gross
misdemeanor penalty for gross
overlimit violations of game and
fish laws and established civil
remedies for certain levels of



36

game and fish law violations.
The gross misdemeanor penalty
applies to game and fish law
violations when the restitution
value of the illegally taken
wildlife is over $1,000.

The civil remedies in Chapter
270 provide that an enforcement
officer must seize the license of a
person for a game and fish law
violation with a restitution value
over $500.  If the restitution value
of the illegally taken wild
animals is $5,000 or more, the
enforcement officer must seize
all of the person’s game and fish
licenses.  If convicted of the
violation, the person will have
license privileges revoked for
three or five years, depending on
the restitution value of the wild
animals involved in the viola-
tion.  Chapter 270 also provides
enforcement officers with addi-
tional authority to seize boats,
motors, and trailers used to take,
possess, or transport illegally
taken game and fish with a
restitution value over $500;
provides for joint and several
liability for license and equip-
ment seizure for violations with a
restitution value over $500; and
directs the DNR to amend rules
relating to the restitution values
for canvasback ducks, trumpeter
swans, perch, and fingerlings.

Board of Water
and Soil Resources
In Chapter 220 the Legislature
reduced the General Fund appro-
priations to the Board of Water
and Soil Resources by more than
$1.7 million. Of this amount,
$800,000 was cut from cost-
share grants; $523,000 was cut
from board administration;
$382,000 was cut from natural
resource block grants; and
$49,000 was cut from the
Minnesota river basin flood
plain management grant program.
The appropriation reductions are
for FY 2003 from ongoing
programs and will also reduce
the base budget of the board in
future fiscal years.

In Chapter 393 the Legislature
appropriated over $8.2 million
from the Bond Proceeds Fund to
the board.  The entire amount to
the board was vetoed by the
Governor.  The table in the
Capital Expenditures section
provides details on the specific
bonding appropriations to the
board that were vetoed by the
Governor.

Science Museum of Minnesota
In Chapter 220 the Legislature
reduced the General Fund appro-
priations to the Science Museum
by $65,000.  The appropriation

reductions are for FY 2003 from
ongoing programs and will also
reduce the base budget of the
Science Museum in future fiscal
years.

Minnesota Resources
In Chapter 220, the Legislature
appropriated $316,000 from the
Minnesota Environment and
Natural Resources Trust Fund.
Of this amount, $254,000 is for
environmental education and
$62,000 is for expenses of
the Citizens Advisory Committee
of the Legislative Commission
on Minnesota Resources.  The
environmental education funding
is for a televised film series on
the history of Minnesota’s natural
landscapes.  Funding for this
purpose was passed by the 2001
Legislature and vetoed by the
Governor.
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ENVIRONMENT

Pollution Control
Agency (PCA)
In Chapter 220 the Legislature
reduced General Fund appro-
priations to the PCA by over
$3.2 million for the current
biennium.  Over $2.7 million of
this amount was replaced by
other fee-based sources of
funding – over $2 million was
appropriated from the Solid
Waste Fund for the household
hazardous waste program and
$683,000 was appropriated from
the Environmental Fund.  Money
appropriated from the Solid
Waste Fund was from an
existing surplus in that fund;
money appropriated from the
Environmental Fund is from
revenue generated by an in-
crease in water quality fees
assessed on water quality dis-
charge permits.  Other General
Fund cuts to the PCA were for
one-time strike savings related
to the state employee strike in
the fall of 2001 ($236,000) and
rent reductions ($274,000).

In Chapter 393 the Legislature
appropriated $10 million from
the Bond Proceeds Fund to the

PCA for the Closed Landfill
Cleanup Program.

Office of Environmental
Assistance (OEA)
In Chapter 220 the Legislature
reduced General Fund appro-
priations to the OEA by just over
$2 million for the current
biennium.  Of this amount, just
over $1.4 million was cut from
the recycling grants to local
governments, commonly re-
ferred to as SCORE block
grants; $208,000 was cut from
other grant and loan programs;
and $440,000 was cut from
operations.  The appropriation
reductions are for FY 2003 from
ongoing programs and will also
reduce the base budget of the
OEA in future fiscal years.

In Chapter 220 the Legislature
expanded the eligibility of local
governments for mixed munici-
pal solid waste processing
payments and increased the
amount available in FY 2003 by
$1.5 million from the Solid
Waste Fund.

In Chapter 374 the Legislature
cancelled $9 million from the
General Fund for SCORE block

grants in fiscal year 2003 and
replaced it with an appropriation
of $9 million from the Solid
Waste Fund.  This was a one-
time funding shift and will not
affect the General Fund base of
the OEA in the next biennium.
Chapter 374 also provided for
the transfer of the household
hazardous waste program from
the PCA to the OEA beginning
on July 1, 2003.

In Chapter 393 the Legislature
appropriated $3.6 million for
capital assistance grants and
over $1.1 million for the Fergus
Falls waste combustion facility
from the Bond Proceeds Fund.
The Governor vetoed the $3.6
million for the capital assistance
grants.

Phosphorus in Fertilizer
In Chapter 345 the Legislature
restricted the use of fertilizer
containing phosphorus on lawns
beginning on January 1, 2004.
Please see the section on
Agriculture for more details.

Minnesota Zoological Garden
In Chapter 220 the Legislature
reduced General Fund appro-
priations to the Minnesota

Environment
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Zoological Garden by $383,000
for the current biennium.   The
appropriation reduction is for
FY 2003 from ongoing pro-
grams and will also reduce the
base budget of the zoo in future
fiscal years.

In Chapter 393 the Legislature
appropriated $3 million for
capital asset preservation and
almost $8.2 million for the Asia
Trail and master plan from the
Bond Proceeds Fund to the
Minnesota Zoological Board.
The Governor vetoed the almost
$8.2 million for the Asia Trail
and master plan.

Public Facilities
Authority Capital Budget
In Chapter 393 the Legislature
appropriated $16 million in
matching funds for wastewater
and drinking water revolving
funds and over $30 million for
wastewater treatment grants
from the Bond Proceeds Fund to
the Public Facilities Authority.
The Governor vetoed the appro-
priation for wastewater treat-
ment grants
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ENERGY

In Chapters 380 and 398, the
2002 Legislature directed the
Commissioner of Commerce to
identify and evaluate various
criteria that a utility could use in
evaluating and selecting bids in a
competitive bidding process. As
part of the evaluation, the
commissioner is required to
convene a series of forums in
order to gather input from
citizens and stakeholders.  A
report is due to the Legislature by
January 15, 2003.

Last year the Legislature passed
the 2001 Energy Security and
Reliability Act, a comprehensive
overhaul of the state’s energy
policy.  This year, in Chapter
398, the Legislature made sev-
eral amendments to the provi-
sions in that act.  The changes
include:

• Correcting an unintended con-
sequence resulting from the
changed definition of high-
voltage transmission line.  In
2001, it  was changed from one
that is 200 kilovolts or greater,
to one that is 100 kilovolts or
greater.  This change increased

the number of transmission
lines that would be subject to
eminent domain proceedings.
The definition of a high-volt-
age transmission line was re-
stored to mean a line that has a
capacity of 200 kilovolts or
more.

• Modifying the definition of
“eligible energy technology” to
mean an energy technology that
generates electricity from vari-
ous renewable sources that
was not mandated by state law
or a Public Utilities Commis-
sion (PUC) order enacted or
issued prior to August 1, 2001.

• Adding an additional exemp-
tion to the Certificate of Need
statute by excluding a high-
voltage transmission line of
one mile or less required to
connect a new or upgraded
substation to an existing, new,
or upgraded high-voltage
transmission line.

• Specifying that the reliability
administrator (a position cre-
ated in the Energy Security and
Reliability Act of 2001 to pro-
vide independent, expert
analysis of proposed energy in-

frastructure projects) may not
have been a party or partici-
pant in an energy proceeding
before the PUC for at least one
year prior to being appointed
by the Commissioner of Com-
merce.

• Authorizing the City of Duluth
to use excess funds in accounts
in its Home Energy Loan Pro-
gram for other energy conser-
vation programs provided that:
(1) all bonds issued under the
program have been retired; (2)
no more energy loan bonds are
issued; and (3) any sums used
for other energy saving pro-
grams are in excess of market
demands for home energy
loans.

Regulated Industries
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TELECOMMUNICATIONS

In the area of telecommunica-
tions, the 2002 Legislature passed
a number of laws dealing with the
privacy of communication.  Chap-
ter 367 is more commonly known
as the “do-not-call” bill and
regulates unsolicited telephone
calls.  Chapter 395 regulates both
unsolicited electronic mail mes-
sages (spam) and the use and
dissemination of consumer infor-

mation by Internet service pro-
viders (ISP).

The “do-not-call” law prohibits
a telephone solicitor from mak-
ing a telephone solicitation to a
residential subscriber who is on
the “no call” list maintained by
the Department of Commerce.  A
“telephone solicitation” is de-
fined as communication over a
telephone line to encourage the
purchase or renewal of, or
investment in, property, goods,
or services.  However, certain
organizations are exempt and
include the following:

•  Businesses that had a prior or
current relationship with the
subscriber;

• Nonprofit or policital organi-
zations; or

• Businesses that would com-
plete the sales presentation at
a later face-to-face meeting.

The Department of Commerce
has until January 1, 2003, to
establish the list, and the no-call
prohibition is effective 30 days
after the list is established.
Telephone solicitors are required
to pay a fee to obtain the list and
must obtain a current version
every 90 days.

The anti-spam law in Chapter
395 prohibits a person from
initiating an e-mail message that

uses another party’s domain
name without permission, that
misrepresents the originator of
the message, or that contains
false or misleading information
in the subject line.  The law
requires a subject line disclosure
tag of “ADV” for commercial e-
mail messages and “ADV-
ADULT” for commercial e-mail
messages that contain material of
a sexual nature intended for
adults.  Certain exclusions apply,
including (1) a consent from the
recipient, (2) if a prior business
or personal relationship exists,
and (3) for organizations or
entities that use e-mail to
communicate exclusively with
their employees or members.
The law  provides for damages
for violations.  It also establishes
immunity from liability for e-
mail service providers who in
good faith block a suspicious
transmission, and for spam that
was not initiated by the sender.
This law is effective March 1,
2003.

The Internet privacy section of
Chapter 395 has pioneered state
efforts to regulate the disclosure
of personally identifiable
information concerning a cus-
tomer of an ISP.   An ISP may not
disclose personally identifiable
information except in certain
instances, such as to a grand jury;
to a state or federal law
enforcement officer acting
as authorized by law; to the

Chapter 260 amended the law
that authorizes the Commissioner
of Administration to enter into
energy savings or energy
efficiency improvement contracts
for state buildings or facilities.
The changes increase the contract
terms from ten to 15 years,
provided that the payback from
implementing the efficiency
improvements can be realized in
15 years, rather than ten years.
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information as evidence unless it
was obtained as provided by
law; and provides for damages.
This law is effective March 1,
2003.

Chapter 329 made some minor
changes to the Telecom-
munications Access for
Communication-Impaired
Persons Program (TACIP).   Its
name was changed to the
Telecommunications Access
Minnesota Program, and the
Commissioner of Commerce was
authorized to contract with a
qualified vendor for operation

and maintenance of the
telecommunication relay system.

Previously, the commissioner
was required to contract with a
local consumer organization that
serves communication-impaired
persons.

This chapter also allowed a
telephone company to provide a
customer’s periodic statement in
electronic format in lieu of paper
format if the customer has
authorized the electronic format
in writing.  Finally, this chapter
authorized the city of Alexandria
to enter into a joint venture
with Runestone Telephone
Association and Runestone
Electric Association for the
purpose of providing local niche
service, including Internet
services and point-to-point
transmission of digital
information.

• With the authorization of the
consumer;

• To a person in the ordinary
course of business of an ISP;
and

• As permitted by the state wire-
tap statute.

This law also requires the
ISP to maintain the security
of personally identifiable
information; removes ISP liability
for damage caused by computer
theft or hacking; prohibits the use
of personally identifiable

consumer, upon written or
electronic request; or in response
to a court order, a subpoena, or a
warrant.  Disclosure is only
permitted under the following
circumstances:
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PUBLIC  SAFETY
AND  JUDICIARY

Public Safety and Judiciary
program cuts, appropriation
transfers, and new appropria-
tions are contained in two acts.
The program cuts and appropria-
tion transfers are in Chapter 220.
The new appropriations are in
Chapter 401, the Anti-terrorism
Bill.  Chapter 220 includes an
overall reduction in General
Fund criminal justice spending of
$23.3 million for the 2001-2003
biennium, and $51 million for the
2003-2005 biennium. Special
revenue fund appropriation trans-
fers and fee increases totaled $7
million for the 2001-2003 bien-
nium and $9.1 million for the
2003-2005 biennium.

Department of Corrections
The Legislature decreased fund-
ing by $15.3 million for the 2001-
2003 biennium.

Adult Institutions were cut by
approximately $7 million.  This
included a one-time cut of $5.4
million to reflect savings from
the operation of the Rush City
prison and the fuel reserve
account.  Another $1.6 million

was cut to reflect revised felony
DWI bed impact statements.

An unspecified cut of $115,000
was required of the Juvenile
Services Division.

The Community Services Divi-
sion biennial appropriation was
reduced by $7.9 million.  Juve-
nile resident treatment grants to
counties were cut by $5 million,
with a net of $1.1 million flowing
to the General Fund and $3.9
million used to operate the Red
Wing juvenile facility. This made
permanent the 65/35 percent cost
sharing arrangement between the
counties and the state, with the
counties paying 65 percent and
the state (with the $3.9 million)
paying 35 percent of the cost for
committing a juvenile to the Red
Wing facility.

Other Community Services cuts
included $1.2 million in Ex-
tended Juvenile Jurisdiction (EJJ)
grants, $800,000 in Community
Corrections Act (CCA) grants,
$322,000 for a pretrial bail
evaluation, $320,000 for state
probation services, $200,000 for
the community reentry program,
$100,000 for the remote alcohol

monitoring program, and $80,000
for county probation services
reimbursements.

An unspecified cut of $300,000
was required of the Management
Services Division.

Finally, Chapter 374 restored
$4.8 million for fiscal year 2003
to partially buy back hiring freeze
cuts required under Chapter 220,
essentially exempting the adult
institutions from the hiring freeze.

Ombudsman for Corrections
An unspecified reduction of
$168,000 was required of the
Ombudsman for Corrections.

Sentencing
Guidelines  Commission
An unspecified reduction of
$55,000 was required of the
Sentencing Guidelines Commis-
sion.

Courts
The Legislature reduced the
biennial General Fund appro-
priation to the courts by $1.4
million.  In addition, it raised the
civil court filing fee by $13 and
the conciliation court filing
fee by $10, generating an

Public Safety and
Judiciary
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additional $1.9 million.  Reduc-
tions included an unspecified cut
to the Supreme Court of $279,000,
a $175,000 reduction to civil
legal services, and unspecified
reductions of $86,000 and
$845,000 to the Court of Appeals
and the District Courts respec-
tively.

Human Rights Department
The Legislature required the
Human Rights Department to
reduce its fiscal year 2003
budget by $207,000.

Public Defense Board
An unspecified reduction of
approximately $1.2 million
was required of the Public
Defense Board.

Department of Public Safety
The Legislature reduced the
2001-2003 biennial General Fund
appropriation of the Department
of Public Safety by $4.4 million.

The Emergency Management Di-
vision was required to cut state
match aid for disasters by
$200,000.

The Fire Marshal and Gambling
Enforcement were both required
to cut $84,000.

Crime Victim Services was
required to reduce crime victim
grants and staffing by $1.2
million and the battered women’s
shelter grants by $600,000.

Law Enforcement and Commu-
nity Grants were reduced as
follows:   $1.2 million was cut
from the Drug Policy and
Violence Prevention program
through an accounting adjust-
ment, with an additional $284,000
in actual grant cuts; $234,000
was cut from the Violence
Prevention Council; $176,000
was cut from the Gang Strike
Force; the Camp Ripley weekend
camp for juveniles was cut by
$175,000; and $150,000 was cut
from police overtime grants and
the model policing program
respectively.

  FY 2002-03     FY 2002-03
POST BOARD transfer from special revenue to general fund                   179                  179
12% of DWI reinstatement fee transferred to general fund   605               1,210
Auto theft prevention fund balance transferred to general fund            1,317
Auto theft annual $1.3 million transferred to general fund            2,600               2,600
Fee increase – hazardous installation plan review     12                  24
Fee increase – casino background checks   150                 300
Civil court filing fee increase from $122 to $135            1,286              2,940
Conciliation court filing fee increase by $10   638              1,460
Public Defender co-pay of $28   215                250

TOTAL                                                                                                7,002             9,148

SPECIAL REVENUE FUND APPROPRIATION
TRANSFERS AND FEE INCREASE

 (dollars in thousands)
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ANTITERRORISM BILL

The Antiterrorism Bill, Chapter
401, appropriated $13 million in
General Fund money (all one-
time appropriations) and ap-
proximately $4.2 million in
special revenue by imposing a
six-cent increase in the 911
telephone surcharge.

The bulk of the General Fund
appropriation was comprised
of $7.5 million for terrorism
response-related training and
$3.75 million for terrorism
response-related equipment.  A
$600,000 appropriation went to
fund increased state capitol
security.  This funding is for two
additional state troopers, session
overtime pay for troopers,
and additional security guards.
Other appropriations included
$400,000 for medical resource
control centers; $240,000 to
establish hazardous material
emergency response teams in
Rochester, Moorhead, and Duluth;
$250,000 to reimburse local
bomb squad units; $150,000 for
the collection of biological
specimens for DNA testing;
$105,000 to increase personnel
for existing chemical assessment
teams; and $5,000 to update the
2001 report to the Legislature on
the 800 MHz public safety radio
system.

Approximately $4.2 million in
special revenue was raised by
increasing the 911 telephone
surcharge to 33 from 27 cents per
line per month.  This money
supports current 911-related
statutory obligations incurred by
the Department of Administra-
tion, including upgrading Public
Safety Answering Points
(PSAPs), which are the core
function of the system.  Finally,
the Legislature made a deficiency
appropriation of $1.8 million to
the Department of Administra-
tion from the 911 special revenue
account.

The Antiterrorism Bill,
Chapter 401, appropriated

$13 million in General
Fund money (all one-time
appropriations) and ap-
proximately $4.2 million

in special revenue by
imposing a six-cent  in-

crease in the 911 telephone
surcharge.

* * * *

The bulk of the General
Fund appropriation was

comprised  of $7.5 million
for terrorism response-

related training and $3.75
million for terrorism

response-related
equipment.
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Local and Metropolitan Affairs
and

State Government Finance
STATE GOVERNMENT
FINANCE

In Chapters 220 and 374, State
Government appropriations were
reduced by $49.3 million over
the 2001-2003 biennium.  Below
are details of these appropriation
reductions.

Legislature
Total appropriations for the
Senate were reduced by $2.7
million, while appropriations for
the House of Representatives
were reduced by $3.9 million.
Of the reductions in the House of
Representatives appropriations
in the first year of the biennium,
$1 million was from amounts
previously carried forward.   The
Legislative Coordinating Com-
mission received a $647,000
reduction in its appropriation in
the final year of the biennium,
$164,000 of which is a reduction
for the Office of the Legislative
Auditor.

Office of the Governor
Appropriations for the Office of
the Governor were reduced by
$1.2 million.  No funding may be
used for the operation of the
Washington, D.C. office of the

state of Minnesota.  The Legisla-
ture appropriated $375,000 to
reopen the Governor’s residence
in FY 2003.  Of this appropria-
tion, $200,000 went to the Office
of the Governor to make the
Governor’s residence accessible
for public use.  The remaining
$175,000 was appropriated to
the Commissioner of Public
Safety to provide security at the
Governor’s residence.  The
Legislature also required that all
nonstate entities using the
Governor’s residence must pay
the state for all direct and indirect
costs associated with the use of
the facility.

Other Executive Branch
Agencies
Appropriations for the Secretary
of State’s office were reduced by
$199,000, with the restriction
that budget reductions not come
from revenue-producing pro-
grams or from elections.  Appro-
priations for the State Auditor
were reduced by just over $1
million, while the State
Treasurer’s appropriations were
reduced by $30,000. The Attor-
ney General’s office faced a
$900,000 reduction in appro-
priations.  The Board of Govern-

ment Innovation and Cooperation
received a $793,000 reduction,
and the Office of Strategic and
Long-Range Planning received a
reduction of nearly $1.2 million.
Appropriations for the Depart-
ment of Military Affairs were
reduced by $2.9 million, and
Veterans Affairs appropriations
were reduced by $180,000.  The
Minnesota State Arts Board saw
its appropriations reduced by
$526,000 in the second year of
the biennium, and the Humanities
Commission’s appropriations
were reduced by $41,000.  The
Lawful Gambling Control Board
received a $126,000 reduction.
The Minnesota State Retirement
System received a $2 million
appropriation reduction, which
eliminated the open appropria-
tion for judges not participating
in the post-retirement fund.

The agencies that received the
greatest reduction in appropria-
tions are the Departments of
Administration, Finance, and
Revenue, which, combined, faced
over $23 million in reductions.
The Department of Admin-
istration’s appropriations were
reduced by slightly more than $4
million; the Department of Fi-
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nance received a $5.4 million
reduction; and the Department of
Revenue faced a $14 million
appropriation reduction.

Contract Expenditure
Reductions
The Legislature required the
Governor to reduce planned
Executive Branch Agency Fund
expenditures on contracts for
professional or technical ser-
vices by at least $28.3 million
by June 30, 2003.  Additionally,
the Legislature instituted a mora-
torium until June 30, 2003, on all
consultant contracts for all enti-
ties in the executive branch of
state government, except for
Minnesota State Colleges and
Universities and the Higher
Education Services Office.

Administration
The Legislature canceled $2
million of the balance in the State
Building Code account as of June
30, 2002, transferring the amount
to the General Fund.  The
Legislature allowed for contracts
encumbered or grants awarded
by a state agency to a nonprofit
corporation for services ren-
dered in the biennium to be
retroactive to the date the
services were first provided
under contract or grant.

The Legislature imposed a state
employee hiring freeze, except
for an employee at: a state
correctional facility; a Depart-
ment of Corrections employee
who provides direct services to

offenders; an employee of a state-
operated service under the De-
partment of Human Services; a
student worker; a position that is
necessary to perform essential
government services; or an
employee who is paid entirely
with federal funds or a special
revenue fund, or whose costs are
entirely recovered from nonstate
entities.  The hiring freeze is
anticipated to generate a savings
of $29.7 million by June 30,
2003.  If the savings are not
achieved, the Governor must
make proportional reductions in
executive agency operating bud-
gets, excluding the Department of
Corrections and state-operated
services under the Department of
Human Services.

Transfers
Chapter 374 provides for the
redirection of special fund mon-
ies to the General Fund. The
funds transferred from the Medi-
cal Education Endowment Fund
and the Tobacco Use Prevention
Fund are utilized to provide more
than $1 billion in cash flow.
Other special funds tapped to
meet General Fund cash flow
deficiencies include $250 mil-
lion from the Special Compensa-
tion Fund and $134 million from
the Assigned Risk Plan.

• Legalized linked bingo games
(games played at two or more
locations with a single prize
pool linked electronically);

• Made minor changes to license
fees;

• Increased the starting prize
amount for progressive bingo
games;

• Required the Gambling Con-
trol Board to draft model rules
relating to linked bingo games
and electronic bingo devices;
and

• Expanded the lawful purpose
for which charitable gambling
proceeds may be expended to
include the payment of prop-
erty taxes on licensed facilities
owned or wholly leased by
veterans organizations.

BASEBALL  PARK

A baseball park financing pack-
age was approved to assist the
Minnesota Twins, under threat of
elimination from Major League
Baseball, to build a new ballpark.
The plan approved by the
Legislature contains no state
appropriations.  Under the plan
approved in Chapter 397, the
state would issue $330 million in
revenue bonds for the construc-
tion of a new ballpark.  The bond
principal would then be repaid
from interest earnings on a
Baseball Park Debt Service

GAMING

Chapter 386 contained provi-
sions related to gaming in the
State of Minnesota.  In that
chapter, the Legislature:
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Account into which the Twins,
and/or a combination of other
private sources, would deposit
$120 million prior to issuance of
the revenue bonds.  The annual
interest payments on the revenue
bonds of no less than $12 million
would be met by the team and/or
the host municipality, which is
authorized to impose, subject to
local referendum, admissions,
hospitality and lodging taxes up
to five percent,  as well as a $2
per-vehicle parking surcharge at
the facility to meet this obliga-
tion.  The baseball park financing
plan approved by the Legislature
is site neutral, except that it limits
host communities to municipali-
ties, excluding other forms of
local government participation.
Additional preconditions include
that Major League Baseball
demonstrate a reasonable pros-
pect for economic reform.  The
legislation also establishes a
Football Stadium Account in the
State Treasury and requires the
Metropolitan Sports Facilities
Commission to deposit $500,000
from its cash reserves, along with
the net proceeds from the sale of
the Metrodome if and when it is
sold, into this account for a future
joint Minnesota Vikings and
University of Minnesota football
stadium.

A baseball park financing
package was approved to

assist the Minnesota
Twins, under threat of
elimination from Major

League Baseball, to build
a new ballpark.
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ETHICS IN GOVERNMENT

Campaign Finance

A candidate for state office may
not transfer money from one
principal campaign committee
to another, unless the contribut-
ing candidate’s principal cam-
paign committee is being dis-
solved.  Until the campaign
finance law was recodified in
1999, a principal campaign
committee was classified as a
“political committee,” so a
contribution from a dissolving
principal campaign committee
was subject to the limit on
contributions from a political
committee.  The recodification
made principal campaign com-
mittees a separate class of their
own but did not create a new
limit on contributions from them
since, except when a principal
campaign committee was being
dissolved, it was prohibited
from making contributions.  This
created a loophole, leaving no
limit on contributions from a
principal campaign committee
when it was being dissolved.
Chapter 363, section 27, in-
cluded contributions from a
dissolving principal campaign

committee in the limit on contri-
butions from a political party
unit, which may not aggregate
more than ten times the amount
that may be contributed by an
individual or political commit-
tee.  There continues to be no
limit on the amount that the
dissolving principal campaign
committee of a candidate for the
legislature may contribute to
another principal campaign com-
mittee of the same candidate.
This means that a House of
Representatives member who
decides to run for the Senate may
transfer all the assets of the
dissolving House principal cam-
paign committee to a new Senate
principal campaign committee,
but that a candidate for Governor
who decides to run for the Senate
may not transfer the assets of the
gubernatorial campaign com-
mittee to a new Senate commit-
tee.  Section 28 requires that the
dissolution be completed within
12 months after the contribution
is made.

Chapter 363, sections 38 and 39,
modified the law passed in 2001
that provides for payment of
general account money from the
State Elections Campaign Fund

to major party candidates imme-
diately following the primary,
rather than after the general
election.  Last year’s law re-
quired a candidate who wanted
to receive the payment to file
with the Campaign Finance and
Public Disclosure Board within
one week after the primary
results have been certified an
agreement to spend or promise to
spend 50 percent of the general
account money no later than the
end of the final reporting period
before the general election.  This
year’s law incorporates that
promise into the initial spending
limit agreement, so the candidate
need file only once each election
cycle.  Section 42 permits a
candidate to wait until after the
general election in 2002 to
receive the general account
money, if the candidate had
signed a spending limit agree-
ment for this election cycle
before the law was amended and
chooses not to sign a new
spending limit agreement that
incorporates the requirements of
the new law.

Ethics in Government
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VETOES

The Governor vetoed eight bills
and exercised line-item veto
authority in the Capital Budget
Bill (Laws 2002, Chapter 393).
Included in the bills vetoed were
the two budget-balancing bills
passed by the Legislature to
eliminate the almost $2.3 billion
General Fund budget shortfall

Vetoes

that was estimated for the current
biennium.  The Legislature was
successful in overriding the veto
on both budget bills.  The
Legislature also overrode the
veto on four of the six nonbudget
bills vetoed by the Governor.  An
override of line items vetoed in
the Capital Budget Bill was not
attempted because the Legisla-
ture had adjourned prior to the

vetoes.  The box below lists the
vetoed bills and indicates
whether the veto was overrid-
den.  The Capital Budget section
delineates the specific capital
budget items vetoed by the
Governor.

• Budget balancing act (phase one) – Chapter 220*

• Noncommercial television station and metropolitan bus station grants – Chapter 280*

• Authorizing automobile glass coverage on the same basis as damage to other parts of an
automobile – Chapter 283*

• Auditing and reporting requirements for state and local government units – Chapter 309

• Real estate task force – Chapter 365*

• Budget balancing act (phase two) – Chapter 374*

• School employee health insurance study – Chapter 378*

• Pledge of allegiance recitation requirement for public schools – Chapter 391

* The Governor’s veto was overridden by the Legislature.

        VETOES
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FLOOD RELIEF

In a special session called by the
Governor on September 19,
2002, the Legislature provided
flood relief for counties in the
area designated under Presiden-
tial Declaration of Major Disas-
ter, DR-1419.  As of September
19, 2002, 19 counties were listed
on DR-1419.  They were:
Becker, Beltrami, Clay,
Clearwater, Goodhue, Hubbard,
Itasca, Kittson, Koochiching,
Lake of the Woods, Mahnomen,
Marshall, McLeod, Norman,
Pennington, Polk, Red Lake,
Roseau, and Wright.  If addi-
tional counties are added to DR-
1419, persons in those counties
would also be eligible for flood
relief assistance.

First Special Session Chapter 1
provided over $31.7 million in
flood relief, including almost
$29.4 million in new appropria-
tions and over $2.3 million that
was reallocated from existing
funding.  Of the almost $29.4 in
new appropriations, over $16.3
million was from the bond
proceeds fund, $10.1 million
was from the General Fund, $2
million was from the Trunk

Highway Fund, and $1 million
was from the Petroleum Tank
Fund.  The General Fund appro-
priations were made possible by
cancelling a 2000 appropriation
from the General Fund for
highway projects and replacing
the transportation funding with
proceeds from the sale of Trunk
Highway Bonds.  The following
table lists the program and
amount appropriated for flood
relief.

Federal Emergency Funds Match $ 8,300,000
Property Tax Relief Abatement Aid $ 1,000,000
Agricultural Relief $ 3,000,000
Business Assistance $ 3,000,000
Housing Assistance $ 4,000,000
Public Infrastructure Assistance $ 2,000,000
Petroleum Contaminated Property Assistance $ 1,000,000
Local Road and Bridge Assistance $ 5,000,000
Roseau School District Enrollment $      40,000
State Roads and Bridges $ 2,000,000
Bond Sale Expenses $      30,000

__________
Total New Appropriations $29,370,000

Flood Relief

Flood Relief
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State Debt and Capital
         Expenditure
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State Debt and Capital Expenditures

Capital Expenditures

   The 2002 Legislature adopted a capital budget bill totaling approximately $ 979 million.
   The following table delineates project amounts for bond authorization and direct appropriations.

CAPITAL EXPENDITURES AUTHORIZED BY THE 2002 LEGISLATURE

Item Project    Total

BONDING AUTHORITY

AMATEUR SPORTS COMMISSION  $8,250,000

Mount Itasca Biatholon Training Facility     250,000
National Volleyball Center, Phase 3   3,000,000
Sports Conference Center 5,000,000

ARTS  $29,000,000

Minneapolis Children’s Theater Company 5,000,000
Minneapolis Guthrie Theater 24,000,000

BOARD OF WATER AND SOIL RESOURCES $8,250,000

Lazarus Creek 1,500,000
RIM Conservation Easements  2,000,000
Shoreland Protection Program 750,000
Stillwater-Brown’s Creek 1,300,000
Wetland Replacement Due to Public Road Projects 2,700,000

DEPARTMENT OF ADMINISTRATION $82,177,000
Capital Asset Preservation and Replacement 14,000,000
Capitol Electrical Utility Infrastructure, Phase 6 3,231,000
Government Services Center  700,000
Governor’s Residence Renovation 4,246,000
Health and Agriculture Laboratories  60,000,000

DEPARTMENT OF AGRICULTURE $15,292,000

Expansion of Metro Greenhouse and Storage Bay 292,000
Rural Finance Authority Loan Participation 15,000,000



53

DEPARTMENT OF CHILDREN, FAMILIES, AND LEARNING $34,900,000

Asian Community Center 1,000,000
Colin Powell Youth Leadership Center 700,000
Early Childhood Learning and Child Protection Facilities 2,000,000
Library Access Grants 1,000,000
Maximum Effort Capital Loans 12,400,000
Minnesota Planetarium  9,500,000
Neighborhood House/El Rio Vista 1,800,000
Southwest Integration Magnet Schools 1,000,000
Trollwood Performing Arts School 5,500,000

DEPARTMENT OF COMMERCE $5,000,000

For the energy investment loan program

DEPARTMENT OF CORRECTIONS $25,870,000

Asset Preservation 17,000,000
Bayport Storm Sewer 1,550,000
Minnesota Correctional Facility-Lino Lakes  4,160,000
Minnesota Correctional Facility- Shakopee  3,070,000
Minnesota Correctional Facility- Stillwater  90,000

DEPARTMENT OF HEALTH $775,000

To design and construct a community dental clinic at Lake Superior
Community College in Duluth and design and renovate the Northwest
Technical College dental hygiene clinic in Moorhead

DEPARTMENT OF HUMAN SERVICES $22,463,000
Brainerd Regional Treatment Center 6,305,000
Fergus Falls Regional Treatment Center 3,000,000
St. Peter Regional Treatment Center 3,619,000
Systemwide Asset  Preservation 4,000,000
Systemwide Building and Structure Demolition  2,750,000
Systemwide  Roof Repairs and Replacement 2,789,000

,
DEPARTMENT OF MILITARY AFFAIRS $4,357,000

ADA Improvements 357,000
Asset Preservation 2,500,000
Camp Ripley Antiterrorism Facility 500,000
Facility Life Safety Improvements 1,000,000

DEPARTMENT OF NATURAL RESOURCES $101,432,000

ADA Compliance 500,000
Dam Improvements 1,800,000
Field Office Renovations  1,000,000
Fisheries Acquisition and Improvements 500,000
Fish Hatchery Improvements 300,000
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Flood Hazard Mitigation Grants  30,000,000
Forest Road and Bridge Projects 1,200,000
Lake Superior Safe Harbor 1,100,000
Metro Greenways and Natural Areas 1,000,000
Metro Regional Park Acquisition and Betterment 8,700,000
Native Prairie Bank Easements 1,000,000
Natural and Scenic Area Land Acquisition Grants 1,000,000
Office Facility Development, Thief River Falls 1,500,000
Red Rock Rural Water System 125,000
Reforestation 1,500,000
Regional Parks, Greater Minnesota 4,000,000
RIM Consolidated Critical and Habitat Match 1,000,000
Scientific and Natural Area Acquisition and Improvement 2,500,000
State Forest Land Acquisition 500,000
State Park and Recreation Area Acquisition 3,000,000
State Park Initiative 28,000,000
State Trail Acquisition and Development 3,650,000
Statewide Asset Preservation 2,600,000
Stream Protection and Restoration 1,000,000
Trail Connections 1,857,000
Water Access Acquisition and Development 1,500,000
Well Sealing 600,000

DEPARTMENT OF TRADE AND ECONOMIC DEVELOPMENT $84,050,000

Fairmont- Winnebago Avenue Sports Center 500,000
Greater Minnesota Business Development Infrastructure 12,000,000
   Grant Program
Itasca County Children’s Discovery Museum 300,000
Minneapolis- Empowerment Zone Projects 3,000,000
Olivia- Minnesota Center for Agricultural Innovation 1,000,000
Redevelopment Account 4,000,000
St. Cloud Civic Center Expansion 3,250,000
St. Paul- 2004 Renaissance Project 2,000,000
St. Paul- Phalen Boulevard 8,000,000
St. Paul Roy Wilkens Auditorium 4,000,000
State matching money for federal grants to the water pollution 16,000,000
control revolving fund and the drinking water revolving fund
Wastewater  Infrastructure Funding Program 30,000,000

DEPARTMENT OF TRANSPORTATION $92,000,000

Duluth Aerial Lift Bridge 1,000,000
Freight Access Improvements 7,000,000
Greater Minnesota Transit Facilities 2,000,000
Local Bridge Replacement and Rehabilitation 45,000,000
Local Road Improvement Program 20,000,000
Port Development Assistance 3,000,000
Town Road Sign Replacement 1,000,000
Radio Communications Statewide System 13,000,000
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HOUSING FINANCE AGENCY $16,200,000

For loans and grants for publicly-owned transitional and
permanent housing

IRON RANGE RESOURCES AND REHABILITATION BOARD $1,500,000

To design, construct, furnish, and equip Mesabi station
as the central guest services facility for the Mesabi trail

   METROPOLITAN COUNCIL $30,500,000

Central  Corridor Transitway 1,000,000
Livable Communities Grant Program 9,000,000
Northwest Busway 20,000,000
Park and Ride Facilities 500,000

MINNESOTA HISTORICAL SOCIETY $3,867,000

County and Local Preservation Grants 300,000
Fort Belmont 200,000
Fort Snelling Historic Site 500,000
Historic Site Asset Preservation 2,442,000
Pipestone County Museum 125,000
Sibley House Historic Site 300,000

MINNESOTA STATE ACADEMIES $1,500,000

Asset Preservation

MINNESOTA STATE COLLEGES AND UNIVERSITIES $209,563,000

Higher Education Asset Preservation and Replacement 60,000,000
Alexandria Technical College 9,150,000
Bemidji State University 1,000,000
Century Community and Technical College 2,500,000
Dakota Technical College 500,000
Fergus Falls Community College 760,000
Hennepin Technical College 2,000,000
Inver Hills Community College 500,000
Lake Superior Community and Technical College 700,000
Metropolitan State University 17,442,000
Minneapolis Community and Technical College 9,000,000
Minnesota State University, Mankato, Phase 3 8,400,000
Minnesota State University, Moorhead 18,955,000
Minnesota West Community and Technical College, Worthington 6,300,000
Normandale Community College 9,900,000
Northeast Higher Education District-Virginia 5,496,000
Northwest Technical College, Moorhead 400,000
Ridgewater Community and Technical College (Projects at Willmar and 2,880,000
   Hutchinson campuses)
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St. Cloud State University 10,000,000
St. Cloud Technical College 700,000
St. Paul Technical College
   Authorizes donation for facility
South Central Technical College (Projects at North Mankato and Faribault 300,000
   campuses
Southeast Technical College (Projects at Winona and Red Wing 580,000
   campuses)
Southwest State University 9,200,000
Winona State University 30,000,000
Science Lab Renovation 1,900,000
Land Acquisition 1,000,000

MINNESOTA ZOOLOGICAL GARDENS $11,184,000

Asset Preservation 3,000,000
Master Plan, Phase I 8,184,000

OFFICE OF ENVIRONMENTAL ASSISTANCE 4,750,000

Solid Waste Capital Assistance Grants 3,600,000
Solid Waste Combuster, Fergus Falls 1,150,000

PERPICH CENTER FOR ARTS EDUCATION $768,000

Asset Preservation 643,000
Performance Catwalk 125,000

POLLUTION CONTROL AGENCY $10,000,000

To design and construct  remedial systems and acquire land at landfills

UNIVERSITY OF MINNESOTA $160,209,000

Higher Education Asset Preservation and Replacement 35,000,000
Bede Hall, Crookston 7,701,000
Laboratory Science Building, Duluth 25,500,000
Jones Hall, Minneapolis 8,000,000
Nicholson Hall, Minneapolis 24,000,000
Translational Research Facility, Minneapolis 24,700,000
Teaching and Technology Center, Minneapolis 3,000,000
Social Science Building, Morris 8,600,000
Plant Growth Facilities, Phase 2, St. Paul 17,700,000
Veterinary Diagnostic Laboratory, St. Paul 1,500,000
Research and Outreach Centers 2,508,000
Systemwide Classroom Improvements 2,000,000

VETERANS HOME BOARD $12,898,000

Asset Preservation at Veteran’s Homes Statewide 2,000,000
Hastings Veterans Home, Phase 3 8,553,000
Silver Bay Veterans Home 2,345,000
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GENERAL FUND DIRECT APPROPRIATIONS

ARTS $2,000,000

Bloomington Center for the Arts 1,000,000
Rochester Art Center 1,000,000

CAPITOL AREA ARCHITECTURAL AND PLANNING BOARD $646,000

Plaster and repaint public spaces and conserve and repair
artwork in capitol building

DEPARTMENT OF ADMINISTRATION $1,545,000

Agency Relocation 1,500,000
Renovate Governor’s Residence 45,000

DEPARTMENT OF HUMAN SERVICES $375,000

People Inc., Northside Community Support Program

DEPARTMENT OF NATURAL RESOURCES $180,000

Lewis and Clark Rural Water System

DEPARTMENT OF TRADE AND ECONOMIC DEVELOPMENT $600,000

Wastewater Infrastructure Program

DEPARTMENT OF TRANSPORTATION $500,000

DM&E Working  Group

MINNESOTA HISTORICAL SOCIETY $100,000

New Brighton Caboose and History Center

BOND SALE EXPENSES $880,000

CANCELLATIONS $(4,437,000)

TOTAL $979,144,000

BOND PROCEEDS FUND (GENERAL FUND DEBT SERVICE) $881,085,000

BOND PROCEEDS FUND (USER FINANCED DEBT SERVICE) $96,550,000

GENERAL FUND DIRECT APPROPRIATIONS $5,946,000
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The Governor used his line item veto authority to eliminate over $500 million of funding for projects as
delineated below:

    • Amateur Sports Commission, Mount Itasca Biatholon Training Facility, $250,000
• Amateur Sports Commission, National Volleyball Center-Phase 2, $3,000,000
• Amateur Sports Commission, Sports Conference Center, $5,000,000
• Arts, Bloomington Center for the Arts, $1,000,000
• Arts, Children’s Theater Company, $5,000,000
• Arts, Guthrie Theater, $24,000,000
• Arts, Rochester Arts Center, $1,000,000
• Board of Water and Soil Resources, Brown’s Creek-Stillwater, $1,300,000
• Board of Water and Soil Resources, Lazarus Creek, $1,500,000
• Board of Water and Soil Resources, RIM Conservation Easements, $2,000,000
• Board of Water and Soil Resources, Shoreland Protection Program, $750,000
• Board of Water and Soil Resources, Wetland Replacement Due to Public Road Projects,   $2,700,000
• Department of Administration, Government Services Center, $700,000
• Department of Administration, Renovate Governor’s Mansion, $4,291,000
• Department of Agriculture, Expansion of Metro Greenhouse and Storage Bay, $292,000
• Department of Children, Families, and Learning, Asian Community Center, $1,000,000
• Department of Children, Families, and Learning, Colin Powell Youth Leadership Center,   $700,000
• Department of Children, Families, and Learning, Early Childhood Learning and Child Protection

Facilities, $2,000,000
• Department of Children, Families, and Learning, Library Access Grants, $1,000,000
• Department of Children, Families, and Learning, Minnesota Planetarium, $9,500,000
• Department of Children, Families, and Learning, Neighborhood House/El Rio Vista, $1,800,000
• Department of Children, Families, and Learning, Southwest Integration Magnet Schools,$1,000,000
• Department of Children, Families, and Learning, Trollwood Performing Arts School, $5,500,000
• Department of Corrections, Bayport Storm Sewer, $1,550,000
• Department of Corrections, Stillwater Seg. Unit, $90,000
• Department of Health, Dental Clinic, $775,000
• Department of Human Services, Brainerd RTC, $6,305,000
• Department of Human Services, People Inc., $375,000
• Department of Military Affairs, Camp Ripley Anti-Terrorism Facility, $500,000
• Department of Natural Resources, Dam Improvements, Crookston, $1,050,000
• Department of Natural Resources, Dam Improvements, Rapidan, $100,000
• Department of Natural Resources, Fisheries Acquisition and Improvement, $500,000
• Department of Natural Resources, Fish Hatchery Improvements, $300,000
• Department of Natural Resources, Lake Superior Safe Harbor, $1,100,000
• Department of Natural Resources, Lewis and Clark Rural Water System, $180,000
• Department of Natural Resources, Metro Greenways and Natural Areas, $1,000,000
• Department of Natural Resources, Metro Regional Park Acquisition and Betterment, Como Park

Conservatory, $2,700,000
• Department of Natural Resources, Native Prairie Bank Easements, $1,000,000
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• Department of Natural Resources, Natural and Scenic Area Land Acquisition Grants, $1,000,000
• Department of Natural Resources, Red Rock Rural Water System, $125,000
• Department of Natural Resources, Reforestation, $1,500,000
• Department of Natural Resources, Regional Parks: Greater Minnesota $4,000,000
• Department of Natural Resources, Scientific and Natural Area Acquisition and Improvements,

$2,500,000
• Department of Natural Resources, State Forest Land Acquisition, $500,000
• Department of Natural Resources, State Park Initiative, Big Bog State Recreation Area, $1,600,000
• Department of Natural Resources, State Park Initiative, Red River State Recreation

Area, $2,900,000
• Department of Natural Resources, State Park and Recreation Area Acquisition, $3,000,000
• Department of Natural Resources, State Trail Acquisition and Development, Blazing Star Trail,
       $600,000
• Department of Natural Resources, State Trail Acquisition and Development, Gitchi-Gami Trail,

$725,000
• Department of Natural Resources, State Trail Acquisition and Development, Goodhue Pioneer

Trail, $475,000
• Department of Natural Resources, State Trail Acquisition and Development, Paul Bunyan Trail,

$500,000
• Department of Natural Resources, State Trail Acquisition and Development, Shooting Star Trail,

$450,000
• Department of Natural Resources, Stream Protection and Restoration, $1,000,000
• Department of Natural Resources, Trail Connections, $1,857,000
• Department of Natural Resources, Water Access Acquisition and Development, $1,500,000
• Department of Trade and Economic Development, Fairmont Sports Complex, $500,000
• Department of Trade and Economic Development, Greater Minnesota Business Development

Infrastructure Grant Program, $12,000,000
• Department of Trade and Economic Development, Itasca County Children’s Museum, $300,000
• Department of Trade and Economic Development, Minneapolis Empowerment Zone Projects,

$3,000,000
• Department of Trade and Economic Development, Olivia Center for Agricultural Innovation,

$1,000,000
• Department of Trade and Economic Development, Redevelopment Account, $4,000,000
• Department of Trade and Economic Development, Roy Wilkins Auditorium, $4,000,000
• Department of Trade and Economic Development, St. Cloud Civic Center Expansion, $3,250,000
• Department of Trade and Economic Development, St. Paul Phalen Blvd., $8,000,000
• Department of Trade and Economic Development, 2004 Renaissance, $2,000,000
• Department of Trade and Economic Development, Wastewater Infrastructure Funding Program,

$30,600,000
• Department of Transportation, DM&E Working Group, $500,000
• Department of Transportation, Duluth Aerial Lift Bridge, $1,000,000
• Department of Transportation, Freight Access Improvements, $7,000,000
• Department of Transportation, Greater Minnesota Transit Facilities, $2,000,000
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• Department of Transportation, Local Roads, $10,000,000
• Department of Transportation, Port Development Assistance, $3,000,000
• Department of Transportation, Radio Communications Statewide System, $13,000,000
• Department of Transportation, Routes of Regional Significance, $10,000,000
• Department of Transportation, Town Road Sign Replacement, $1,000,000
• Iron Range Resources and Rehabilitation Board, Mesabi Station, $1,500,000
• Metropolitan Council, Central Corridor Transitway, $1,000,000
• Metropolitan Council, Livable Communities Grant Program, $9,000,000
• Metropolitan Council, Park and Ride Facilities, $500,000
• Minnesota Historical Society, County and Local Preservation Grants, $300,000
• Minnesota Historical Society, Fort Belmont, $200,000
• Minnesota Historical Society, New Brighton Caboose, $100,000
• Minnesota Historical Society, Pipestone County Museum, $125,000
• Minnesota State Colleges and Universities, Bemidji State University, $1,000,000
• Minnesota State Colleges and Universities, Dakota Technical College, $500,000
• Minnesota State Colleges and Universities, Fergus Falls Community College, $760,000
• Minnesota State Colleges and Universities, Hennepin Technical College, $2,000,000
• Minnesota State Colleges and Universities, Inver Hills Community College, $500,000
• Minnesota State Colleges and Universities, Lake Superior Community and Technical College,

$700,000
• Minnesota State Colleges and Universities, Minnesota State University-Mankato-Phase 3,

$8,400,000
• Minnesota State Colleges and Universities, Minnesota West Community and Technical College

Worthington, $6,300,000
• Minnesota State Colleges and Universities, Northeast Higher Education District-Virginia,

$5,496,000
• Minnesota State Colleges and Universities, Northwest Technical College-Moorhead, $400,000
• Minnesota State Colleges and Universities, Ridgewater Community and Technical College,

$2,880,000
• Minnesota State Colleges and Universities, St. Cloud State University, $10,000,000
• Minnesota State Colleges and Universities, St. Cloud Technical College, $700,000
• Minnesota State Colleges and Universities, South Central Technical College, $300,000
• Minnesota State Colleges and Universities, Southeast Technical College, $580,000
• Minnesota State Colleges and Universities, Southwest State University, $9,200,000
• Minnesota State Colleges and Universities, Land Acquisition, $1,000,000
• Minnesota Zoological Gardens, Phase 1 of Master Plan, $8,184,000
• Office of Environmental Assistance, Solid Waste Capital Assistance Grants, $3,600,000
• University of Minnesota, Minneapolis, Jones Hall, $8,000,000
• University of Minnesota, Minneapolis, Translational Research Facility, $24,700,000
• University of Minnesota, St. Paul, Teaching and Technology Center, $3,000,000
• University of Minnesota, St. Paul, Veterinary Diagnostic Lab, $1,500,000
• University of Minnesota, Morris, Social Science Building, $8,600,000
• University of Minnesota, Research and Outreach Centers, $2,508,000
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Notable legislation in the bonding bill included:

• Authorizing the University of Minnesota, MnSCU, and the Commissioner of Administration,
to use the unspent portion of an appropriation, not to exceed ten percent, for asset preservation
at facilities under their jurisdiction.

• Clarifying the statutory language delineating the manner in which the one-third debt service
requirement is calculated for the University of Minnesota and MnSCU, including the attribu-
tion of nonstate matches.

• Directing the Commissioner of Finance to combine, into a single account for the Univer-
sity of Minnesota, and a single account for MnSCU, the portion of the appropriation attribu-
table to the amount budgeted for contingencies. The accounts will be under the control of the
Board of Regents and the Board of Trustees.  A report must be filed every even-numbered year
delineating the use of the money in the account.

• Authorizing the Commissioner of Administration to enter into a long-term lease purchase agree-
ment for up to 25 years for a facility for the Departments of Health, Human Services, and
Agriculture.

• Delineating the procedures, to be used by the University of Minnesota, MnSCU, and the Commis-
sioner of Administration, when using design-build method of construction.

• Establishing a shoreland protection program under which  the Board of Water and Soil Re-
sources may acquire conservation easements.

• Establishing the greater Minnesota business development public infrastructure grant program.
The grants may be used to cover up to 50 percent of the cost infrastructure such as sewer and
water, utilities, and streets, for an eligible economic development project.

• Replacing the current redevelopment account in the Department of Trade and Economic De-
velopment with a new greater Minnesota redevelopment account. Currently, 25 percent of the
grants must go to projects outside the seven-county metro area. Under the new program, all the
money goes to projects outside the metro area.

• Expanding the authority of the MnSCU Board of Trustees to acquire land adjacent to or near its
two-year colleges.

• Creating a local road improvement fund whose primary funding source will be the general fund.
• Prohibiting the Metropolitan Council, the Commissioner of Transportation, and regional rail

authorities from doing anything further to design or construct the Dan Patch Commuter Rail
Line between Minneapolis and Northfield.

• Requiring the Commissioner of Transportation to convene a multi-agency group on the Dakota,
Minnesota, and Eastern (DM&E) rail project mitigation.
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