62-CV-17-3396 Filed in Second Judicial District Court

6/5/2017 12:23:54 PM
Ramsey County, MN

STATE OF MINNESOTA DISTRICT COURT

COUNTY OF RAMSEY SECOND JUDICIAL DISTRICT

Association for Government Accountability,
Petitioner, Case Type: Civil

V. Court File No.

Myron Frans in his Official Capacity as
Commissioner of Management and Budget

as a agency of the Executive Branch of the
State of Minnesota;

Minnesota House of Representatives Budget
and Accounting Office, and Minnesota Senate
Fiscal Services Department,

Respondents.

PETITION FOR WRIT OF MANDAMUS

INTRODUCTION

The Petitioner Association for Government Accountability, a government watch-dog
association, seeks an order from this Court to direct the Commissioner of Management and
Budget to pay the Minnesota state legislators their respective salaries of $45,000 as
prescribed by the Legislative Salary Council, mandated by the Minnesota Constitution. The
Minnesota House of Representatives Budget and Accounting Office, and Minnesota Senate
Fiscal Services Department are interested parties since the moneys for salaries are paid

through these legislative departments.
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During last year’s election, a state constitutional amendment was enacted that created
a Legislative Salary Council which established the base salary of state legislators at $45,000,
effective on July 1, 2017. Under Minnesota law, the State’s Constitution mandates the
funding of constitutional prerogatives of elected officials. Here, the prerogative arises from a
constitutional amendment about legislator salaries. Governor Dayton, with his recent line-
item veto of funding for the legislative branch of government, brings the issue of funding
prerogatives to the forefront and to the brink of a state constitutional crisis.

Because their recent special session has ended, the state legislators have no way to
override the veto. With that act, the legislative branch has ground to a halt. Any work
between now and the next session is directly impeded and the people are effectively without

local representation.

PARTIES

1. The Association of Government Accountability (“AGA”) is a state-wide
association of citizens and taxpayers concerned about government accountability to the U.S.
Constitution, federal statutes and regulation, the Minnesota Constitution, Minnesota statutes
and regulations and all other existing codified and common law. The AGA does whatever it
can to promote the rule of law.

2. As such, among other things, the AGA commences and participates in
lawsuits involving the government where the government has strayed from the rule of law.
For example, the AGA sponsored litigation resulting in a court injunction enjoining

Wabasha County’s legally unauthorized safe driving classes. See Association for Government
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Acconntabilsty, et al. v. Wabasha County, et al., Wabasha County District Court File No. 79-CV-
13-751. Exhibit A.

3. Myron Frans is Minnesota’s Commissioner of Management and Budget. The
office of Management and Budget is an agency of the Minnesota Executive branch of
government. Under Minnesota Statutes § 15.00, the governor appoints the Commissioner of
Management and Budget with the consent of the Senate. The Commissioner acts as head of
the Office of Management and Budget, which provides a number of financial services to the
state including payroll for state employees and notably here, the funding to Minnesota
House of Representatives Budgeting and Accounting Office and the Minnesota Senate Fiscal
Services Department. See Exhibit 1.

4. The Minnesota House of Representatives and Senate are the legislative branch
of the Minnesota government. The State House through its financial department called the
House Budgeting and Accounting Office compensates and reimburses its members. The
State Senate through its financial department, Senate Fiscal Services Department,
compensates and reimburses expenses for its members. The House Budgeting and
Accounting Office and Senate Fiscal Services Department are necessary parties to the instant
Petition. Payment of state legislator salaries is made through the respective departments
within the legislative branch.

5. References to “Government” below are to the Commissioner, State Senate
and State House, collectively, unless otherwise specifically stated, because Petitioner alleges
that they have a collective constitutional and statutory duty that state legislators’ salaries are

timely paid.
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JURISDICTION

The AGA has standing to bring the petition as having beneficiary
interests regarding the funding of salaries for state legislators.

0. The Court has jurisdiction over this petition for writ of mandamus seeking
prospective injunctive relief pursuant to Minnesota Statute § 586.01, et seq. and Rule 65.01
of Minnesota Rules Civil Procedure.

7. The AGA has standing to bring this petition for mandamus as “beneficially
interested” under Minnesota Statute § 586.02. AGA’s taxpayers and voters are beneficially
interested in their legislative representatives being paid their salaries so they are available to
them and to enact legislation and conduct oversight on the executive and judicial branches
and local government. However, absent their respective salary, members of the state
legislature be unable to effectively represent their constituents or will be less available or
unavailable to meet with constituents, conduct limited hearings, respond to constituent
inquires or complaints about their interaction with other governmental agencies, research
issues, or draft legislation in anticipation of the next session.

8. For example, in the 2017 legislative session, members of the AGA successfully
lobbied for legislation regarding the prevention of local government’s creation of safe
driving classes as a revenue source that is not allowed by state law. The act arose from an
earlier AGA district court victory that found Wabasha County’s safe driving class
unauthorized by law and permanently enjoined the County from any further use of the
program as a revenue source. See Exhibit B (House File No. 1, 2017 15t Special Session, Line

152.21 — 153.20 enacted 2017). The AGA expects to continue to lobby to strengthen the law
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in the 2017 and in the 2018 legislative session, but it requires interaction with legislators
between sessions including possible limited hearings on the issue.
PETITION

A writ of mandamus is necessary because the prescribed salaries

arise from a constitutional amendment of which any funding to

support is a constitution prerogative of the legislature that cannot

be vacated by the executive branch even absent a legislative

appropriation.

9. Under Article III of the Minnesota Constitution, “[tlhe powers of government
shall be divided into three distinct departments: legislative, executive and judicial. No person
or persons belonging to or constituting one of these departments shall exercise any of the
powers propetly belonging to either of the others except in the instances expressly provided
in this constitution.” Minn. Const., art. I11, § 1.

10.  The Association of Government Accountability petitions the Court for a writ
of mandamus pursuant to Minnesota Statute § 586.01, et seq., requiring the Government
commencing on July 1, 2017 to pay Minnesota state legislators the $45,000 annual salaries
“prescribed” by the Legislative Salary Council (“Legislative Council”).

11.  The petition is necessary because the state legislative session for 2017 has
ended without the Governor signing an appropriation bill funding the Council’s prescribed
salaries for state legislators effective July 1, 2017. Governor Dayton specifically used his line-
item veto authority to bring the state legislators salaries to zero as a possible retaliatory
measure to punish legislators because appropriation bills passed and enacted into law by the

Governor, were not what the Governor wanted.

12. The Governor’s office is part of the state executive branch of government.
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13. The Minnesota Supreme Court has held that the Constitution mandates the
funding of constitutional prerogatives of elected officials. See State ex rel. Mattson v. Kiedrowski,
391 N.W.2d 777 (Minn. 1986) (requiring funding of State Treasurer’s constitutional
prerogatives). Exhibit H.

14.  Amended at the 2016 general election, Minnesota Constitution, Article IV,
section 9, requires the Legislative Salary Council (Council) to “prescribe” the salaries of
Minnesota state legislators by March 31st of each odd-numbered year:

Sec. 9. Compensation.

The salary of senators and representatives shall be prescribed by a
council consisting of the following members: one person who is not a
judge from each congressional district appointed by the chief justice of
the Supreme Court, and one member from each congressional district
appointed by the governor. If Minnesota has an odd number of
congressional districts, the governor and the chief justice must each
appoint an at-large member in addition to a member from each
congressional district. One-half of the members appointed by the
governor and one-half of the members appointed by the chief justice
must belong to the political party that has the most members in the
legislature. One-half of the members appointed by the governor and
one-half of the members appointed by the chief justice must belong to
the political party that has the second-most members in the legislature.
None of the members of the council may be current or former
legislators, or the spouse of a current legislator. None of the members
of the council may be current or former lobbyists registered under
Minnesota law. None of the members of the council may be a current
employee of the legislature. None of the members of the council may
be a current or former judge. None of the members of the council may
be a current or former governor, lieutenant governor, attorney general,
secretary of state, or state auditor. None of the members of the council
may be a current employee of an entity in the executive or judicial
branch. Membership terms, removal, and compensation of members
shall be as provided by law. The council must prescribe salaries by
March 31 of each odd-numbered year, taking into account any other
legislative compensation provided to legislators by the state of
Minnesota, with any changes in salary to take effect on July 1 of that
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year. Any salary increase for legislators authorized in law by the
legislature after January 5, 2015, is repealed.

The constitutional text also provides that “[a]ny salary increase for legislators authorized in

law by the legislature after January 5, 2015, is repealed.”

15.

council, among its duties, prescribe and set the salaries for the legislators:

16.

By March 31 of each odd-numbered year, the council must
prescribe salaries for legislators to take effect July 1 of that
year. In setting salaries, the council must take into account
any other legislative compensation provided to the legislators
by the state and the most recent budget forecast. The council
must submit a report by March 31 of each odd-numbered
year with the prescribed salaries to the governor, the majority
and minority leaders of the senate and the house of
representatives, the chairs of the committees in the senate
and the house of representatives with jurisdiction over the
legislature's budget, and the chairs of the committees in the
senate and house of representatives with jurisdiction over
finance. The report must describe the council's rationale for
selecting the prescribed salaries.

Consistently, Minnesota Statute § 15A.0825, subdivision 7, provides that the

Accordingly, once the Council prescribes the legislator salaries, the

Constitution requires that the Council-prescribed legislator salaries be paid by the

Government.

17.

The powers of government shall be divided into three distinct departments:

legislative, executive and judicial. No person or persons belonging to or constituting one of

these departments shall exercise any of the powers propetly belonging to either of the others

except in the instances expressly provided in this constitution.
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18. Once the Council prescribes the legislator salaries, the Government is
constitutionally and statutorily required to pay the prescribed salaries even in the absence of
the Governor signing an appropriation act funding the Council’s prescribed salaries.

19.  In January, February and March of 2017, the Council held about six meetings
to prescribe legislator salaries. The Council considered other legislative compensation, the
budget forecast, and an extensive amount of other data and analysis.

20. On March 21, 2017, the Council prescribed $45,000 as the legislator salary
effective July 1, 2017:

Based on our consideration of these materials and our extended

discussion, the Legislative Salary Council prescribes that salaries of

Minnesota senators and representatives be set at $45,000, effective July
1, 2017.

Attached hereto as Exhibit C is a true and correct copy of the Council’s report dated March
21, 2017. In its report, the Council noted that salaries of Minnesota’s legislators have been
fixed at $31,140 since 1999. Id.

21. Once the Council prescribes the legislative salaries under the Minnesota
Constitution, Article IV, Section 9 and Minnesota Statute § 15A.0825, subdivision 7, the
Government is obligated to pay the constitutionally-prescribed salaries irregardless of the
existence of a state appropriation act funding the same.

22. After the Council’s report was issued on March 21, 2017, the Speaker of the
House Kurt Daudt wrote a letter instructing the House Budget and Accounting Office not
to follow the Council’s $45,000 prescribed salary on July 1, 2017, but stick with the prior

salary level of $31,140, because he argued, erroneously, the state legislature is not required to
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fund a Council-prescribed legislative salary increase. See Exhibit D (Kurt Daudt’s letter dated
March 16, 2017 to Jim Reinholdz, Controller for the House of Representatives.)

23. At the time, in response, Senate Majority Leader Paul Gazelka told WCCO
differently about the Council’s prescribed salaries of $45,000, “That’s what the Constitution
directs... I don’t know how you can possibly get around that.” See Exhibit E.

24.  In May of 2017, the state legislature passed an appropriation bill including
funding for state legislator salaries which the vetoed by Governor’s line-item veto authority
by the Governor. The Governor wrote in his May 30, 2017 veto letter to President of the
Senate Michelle Fischbach:

Dear Madam President:
Please be advised that I have received, approved, signed, and

deposited in the Office of the Secretary of State, Chapter 4,
Senate File 1, with the exception of the line-item vetoes below:

e Page 2, Line 24: “Subd. 2 Senate 32,299,000 32,105,000”

e Page 2, Line 25: “Subd. 3 House 32,383,000 32,383,000

See Exhibit F (Governor’s May 30, 2017 veto letter to President Fischbach).
25. In additional letter dated May 30, 2017, the Governor wrote to Speaker Daudt
and Senate Majority Leader Gazelka:
Thus, I am line-item vetoing the appropriations for the House
and Senate in FY 18/19 and FY 20/21. Your job has not been
satisfactorily completed...

See Exhibit G (Governor’s May 30, 2017 veto letter to Speaker Daudt and Senate Majority

Leader Gazelka).
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26.  There was no opportunity for a legislative override of the Governor’s veto
because the state legislative session and special session in 2017 ended.

27.  No other special legislative session has been called by the Governor.

28.  Under these circumstances, absent the legally required appropriation, the
Government is constitutionally and statutorily obligated commencing on July 1, 2017, to pay
the legislator salaries of $45,000 per annum.

29.  Similarly, the Constitution establishes legislator pay as a constitutional
prerogative of state legislators.

30.  Accordingly, if there is no legislative appropriation, the Court must order that
the legislative salaries be paid anyway. For instance, during recent government shut-downs
because of the government impasse to pass necessary appropriations for core functions of
the government, the Ramsey County District Court issued orders requiring that specific
agencies and programs be funded by the state. Such appropriations of moneys were made
through the executive office of Management and Budget. See e.g., In re Temporary Funding of
Core Functions of the Executive Branch of the State of Minnesota, 62-CV-11-5203 (2011).

31. Here, with the unfunding of legislator salaries has effectively brought the
legislative branch of government to a halt. State legislators are unable to fulfill their
legislative functions as expected, including but not limited to research issues, draft
legislation, meet and confer with constituents, or conduct limited hearings.

32.  The Association for Governmental Accountability seeks a writ of mandamus
prior or on July 1, 2017 to ensure that the Government commencing on July 1, 2017 fulfills

its constitutional and statutory obligation to pay the legislator salaries of $45,000 per annum.

10
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PRAYER FOR RELIEF

The Petitioners pray for the following relief:

1. For an order to show cause on a hearing scheduled before or on July 1, 2017
for the Government to show why they would refuse to pay the $45,000 salaries to the state
legislators commencing on July 1, 2017;

2. For a writ of mandamus requiring the Government to pay the $45,000 salaries
to the state legislators commencing on July 1, 2017;

3. Award attorney’s fees, costs, disbursements and expenses to Petitioner
available under the Minnesota Equal Access to Justice Act, Minnesota Statute § 15.472, and
other applicable law; and

4. Award other relief that the Court may deem just.

Dated: June 5, 2017. /s/Erick G. Kaardal
Erick G. Kaardal, 229647
Mohrman, Kaardal & Erickson, P.A.
150 South Fifth Street, Suite 3100
Minneapolis, Minnesota 55402
Telephone: 612-341-1074
Facsimile: 612-341-1076
Email: kaardal@mklaw.com
Attorney for Petitioners

ACKNOWLEDGMENT

The undersigned hereby acknowledges that costs, disbursements and reasonable
attorney and witness fees may be awarded pursuant to Minn. Stat. {549.211, subd. 3, to the

party against whom the allegations in this pleading are asserted.

11
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Dated: June 5, 2017

/s/Erick G. Kaardal
Erick G. Kaardal

12
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DISTRICT COURT

THIRD JUDICIAL DISTRICT

Association for Government
Accountability, Debra Roschen, David
Harms, Merl Norman and Lynn CIiff,

Plaintiffs,
Vvs.

Wabasha County, Wabasha County Sheriff
Department, Wabasha County Sheriff
Rodney Bartsh in his official capacity,
Wabasha County Office of Auditor-
Treasurer, Wabasha County Auditor-
Treasurer Denise M. Anderson in her
official capacity, the State of Minnesota,
the Minnesota Office of Attorney General,
Minnesota Attorney General Lori Swanson
in her official capacity, the Minnesota
Office of the State Auditor, and Minnesota
State Auditor Rebecca Otto in her official

capacity,

Defendants.

File No. 79-CV-13-751

19-CV-13-751
ORJGMTIAMT
Order for Judgment and Judgmeni

T -

PARTIAL SUMMARY
JUDGMENT ORDER

FILED.

r

IN 0 2014'7@

DISTRICT COURT
WABASHA COUNTY MN

The above-entitled matter came before the undersigned District Court Judge for hearing
on October 15, 2013, to consider the parties” Summary Judgment Motions,

At the hearing, Plaintiffs were represented by Attorney Erick Kaardal. The State
Defendants were represented by Attorney Nathan Hartshorn. The County Defendants were
represented by Attorney Jason Kuboushek. Furthermore, prior to the hearing the parties

submitted memorandums and supporting documents in support of their respective motions.

EXHIBIT
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5. The attached memorandum included herein constitutes part of this Order.

There being no just reason [or further dclay,

LET PARTIAL JUDGMENT BE ENTERED ACCORDINGLY.

Dated—= g ko p (9 /Z,db] 2_§

James A. Fabian
Judge of District Court

[ hereby certify that the above Partial Summary Judgment Order constitutes the Judgment in this

matler,

Dated: - \cxowrin 4 L RO\ uwx W m\J\Q\\\M‘XM
A Sally umlshcy
Court Admimistrator
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{from the Program are deposited into a County account and used for training and equipment lor
the Sheriff's Department’.

Beginning in 2004, the Minnesota State Auditor issued an opinion stating that the
Program is unauthorized and in violation of Minn. Stat. §169.022, This opinion was reilerated
in 2009, 2010, 2011, and 2012. The Minnesota State Auditor recommended that the Program be
stopped.

Plaintiff Debra Roschen is a current member of the Wabasha County Board of
Commissioners, is the Chair of the Association for Government Accountability, and is a resident
of Wabasha County. Plaintiff Merl Norman is a past member of the Wabasha County Board of
Commissioners, having lost his scat in 2012. Plaintifl’ David Harms is a current member of the
Wabasha County Board of Commissioners and a resident of Wabasha County.

Plaintiff Lynn Cliff was a participant in the Program and is a resident of Goodhue
County. While driving in Wabasha County on March 16, 2008, Plainti{l’ Cliff was stopped by
law enforcement for speeding. Plaintiff Clilf received a speeding ticket and was offered a
choice on how the ticket would be processed. Plaintiff Cliff was informed that the ticket could
be processed through the court or she could attend the Program. 1F Plaintiff Cliff chose to
participate in the Program, she would have to pay a non-refundable fee and the speeding ticket
would not go on her driver’s record.

Plaintiffs brought this action seeking declaratory velicf, injunctive relief, and mandamus

relief,

' The Program costs $125. Currently $20 is allocated to the Wabasha County Substance Abuse Court, $5 is
disbursed to the County Law Library and the remaining $100 is used by the Sheriff’s Department.
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Plaintitfs’ lawsuit seeks relief from what they allege is an illegal diversion program.
Plaintiffs’ lawsuit sceks declaratory and injunctive reliel. The State Defendants allege that the

Complaint alleges no actual wrongdoing on the part of any State Defendant nor does it ask for

relief that has any connection to a State Delfendant. The Court finds that Plaintiffs have failed to
state a claim against the State Defendants. l
The State Defendants are correct in their assessment of the Complaint. Plaintiffs seek to |
end a diversion program that they say violates the law. In no way were the State Defendants
involved in the creation or operation of the Program. Plaintiffs have failed to present any
authority that obligates the Statc Defendants to lake action to dissolve the Program. Ithas been

shown that the State Auditor agrees that the Program is illegal and should be discontinued. But

nowhere has it becn alleged that the State Auditor has a duty to or the authority to see to it that
all illegal programs are dissolved. :
Additionally, the relief sought in the Complaint pertains only to the Counly Defendants.
The Complaint seeks: (1) declaration that the Program is not legally authorized under Minnesota
law; (2) declaration that the Wabasha County Sheriff’s Department has unlawfully disbursed or

misappropriated funds collected from Program participants; (3} declaration that Wabasha County

unlawfully disbursed and misappropriated funds collected from Program participants; (4) a |
permanent injunction against conducting the Program; and (5) a writ of mandamus to compel the
Wabasha County Sheriff’s Department to cease all activities related to the Program. The Court
may order all of the relief sought by PlaintifTs without any reference to the State Defendants.
“The [Uniform Declaratory Judgment Act] does not, by itsell, confer jurisdiction on a

court over the action.” lloeft v. 1lennepin County, 754 N.W.2d 717, 722 (Minn. Ct. App. 2008).

A justiciable controversy exists if a genuine conflict exists between parties with adverse
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of a taxpayer to maintain an action in the courts to restrain the unlawful use of
public funds cannot be denied. 261 N.W.2d 566, 571 (Minn. 1977).

The holding in McKee has been limited to apply when funding is derived directly from taxes.

Sec Conant v. Robins, Kaplan. Miller & Ciresi, L.L.P., 603 N.W.2d 143, 147 (Minn. Ct. App.
1999); Rukavina v. Pawlenty, 684 N.W.2d 525, 531 (Minn. App. 2004). The funds uniawfully
disbursed derive from the Program and were not derived directly [rom taxes. For this reason, the
Court finds that Plaintiffs’ lack standing to challenge the unlawful disbursements of public
money.

Plaintiffs claim standing due to the alleged illegal actions of the County officials in the

creation of an unlawful diversion program. As slated above, taxpayers have standing to

chailenge illegal actions on the part of public officials. Plaintiflis challenge that Wabasha
County, through the Wabasha County Sherilt”s Department, is operating an illegal diversion |
program. The Plainliffs, as taxpayers, have standing to challenge the allegedly itlegal diversion |
program. i
The County Defendants argue that Plaintiff Association for Government Accountability
must be dismissed because there is no proof that it pays taxes. The evidence before the Court is
that the Association for Government Accountability is made up of citizen taxpayers, including
Plaintiff Roschen, Plaintiff 1{arms, Plaintiff Norman, and Plaintiff CHfI, As such, the Court
finds that it is unnecessary for the Association for Government Accountability to itself pay taxes.
In addition to stating they have standing due to the allegedly illegal diversion program, |
Plaintiffs Roschen and [Harms allege they have legislative standing, “For legislators to have !
standing, they must show that their claimed injury is “personal, particularized, concrete, and
otherwise judicially cognizable.” Rukavina v. Pawlenty, 684 N.W.2d 525, 532 (Minn. Ct. App.

2004). Courts have found that vote nullification has been sufficient to confer standing to a

9
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from judicial involvement®. The Court fecls it is important to note that in the matter at hand it is
not the prosecutor that is determining participants for the Program but law enforcement. Based
on the Court’s decision that the creation of a diversion program is nol protected under
prosecutorial discretion, the Court will not address whether the delegation ol a prosecutor’s
charging function to law enforcement was a valid delegation or a violation of the separation of
powers.

Issue 4: Whether the Program is a legal pretrial diversion program under Minn. Stat.
§401.0657

The County Defendants allege that the Program is a pretrial diversion program
established pursuant to the authority of the County Attorney’s exercise of prosccutorial
discretion. In the alternative, the County Defendants claim that Minn. Stat. §401.065 authorize
the establishment of pretrial diversion programs.

Minn. Stat. §401.065 allows for the creation of a pretrial diversion program by a county
attorney for felony, gross misdemeanor, or misdemeanor crimes. Minn, Stat. §401.065, subd. 2
states that the diversion program must further the following goals:

(1) to provide cligible olTenders with an alternative to confinement and a criminal

conviction;

(2) to reduce the costs and cascload burdens on district courts and the criminal

justice system;
(3) to minimize recidivism among diverted offenders;

(4) to promote the collection of restitution to the victim of the offender’s crime;

and
(5) to develop responsible alternatives to the criminal justice system for eligible
offenders.

“I'hie County Defendants argue that the diversion program is lawfully created under Minn. Stat. §401.065 or in the
altemative Minn. R. Crim. . 27. The Court finds that Minn. R. Crim. P. 27 is not applicabic, Regardless of the fact
that court approval is not necessary, there has been no mention that the diversion program has in any way complicd
with the other aspects of Rule 27.
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The County Defendants arguc that the Program’s purpose is directly in line with the
intent of Minn. Stat. §401.065. The Court disagrees. Not only is the statute unambiguous, but
the statute is designed to not only reduce the costs and cascload burdens on district courts, but to
provide an allernative to confincment and promote the collection of restitution. The Court {inds
that the court system is not overburdened by lengthy traffic cases. The Court finds that Minn.
Stat. §401.065 does not allow for the creation of a pretrial diversion program applicable to petty
misdemeanor {ralfic offcnses.

Issue 5: Whether a permunent injunction is allowed under the law?

Plaintiffs’ action secks a declaration under Minn, Stat. §555.01 that the Program is not
authorized under the law, Additionally, Plaintiffs seek a permancent injunction from conducling
all activities related to the Program. The County Defendants claim that Plaintiffs are not entitled
to a permanent injunction duc to a lack of an underlying cause ol action, a lack of an irreparable
injury, and dissotving the Program would burden the County and work a disservice on the public,
The Court finds that Plaintiffs have an underlying cause of action under Minn. Stat. §555.01.
The Court finds that Plaintiffs relief under the law is inadequate and a permanent injunction is
allowed under the law,

The granting of an injunction rests with the discretion of the trial court. Cherne Indus.,

Ine. v. Grounds & Associates, Inc., 278 N.w.2d 81, 91 (Minn. 1979). In order for an injunction

to be issued a party must show that his legal remedy under the law is not adequate and that the

injunction is necessary to prevent great and irreparable injury. Id, at 91-92. “[W]here a trial
court has determined that the prevailing party is entitled to relicf, it may fashion such remedics,
legal and equitable, as are necessary to effectuate such reliel.” Id, at 92. “A permancnt

injunction is the ‘proper remedy (o restrain a continuous and repeatedly threatened trespass.”
) P p y I

13
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conlinuation of the Program without cxpress authorization by the Statutes of Minnesota is a
continucd and repeated trespass on the laws of the State of Minnesota. To continue to allow such
a program (o operate would most assurcdly cause great and irreparable injury to individual tax
paying citizens. It is not the duty of the Court to address alleged safe driving practices and read
into statules rights to operate safe driving programs when the legislature has not sought to
include them. The Court finds that an injunction would not inundate the court system with new
waffic violations to prosecute. Minn. Stat. 169 describes the process for issuance of a traffic
ticket and the Court notes that the court system is able to effectively deal with all traffic tickets
issued under this statule.

The Court finds that if Plaintiffs are success(ul in their claim for declaratory judgment, a
permanent injunction is the only remedy at law that would prevent the operation of an illegal
diversion program.

[ssue 6: Whether Minn. Stat. §169.022 preempted the ficld of enforcement?

Plaintiffs claim that Minn. Stat. §169 governs the way in which all traffic offenses are to
be handled. Minn, Stat. §169.022 statcs that:

The provisions of this chapter shall be applicable and uniform throughout this

slate and in all political subdivisions and municipalities therein, and no local

authority shall enact or enforce any rule or regulation in conflict with the

provisions of this chapter unless expressly authorized herein. Local authorities

may adopt wraffic regulations which are not in conflict with the provisions of this

chapter; provided, that when any local ordinance regulating traffic covers the

same subject for which a penally is provided [or in this chapter, then the penalty

provided for violation of said local ordinance shall be identical with the penalty

provided for in this chapter for the same offcnse.
Minn. Stat. §169.99 states that a uniform traffic ticket shall be issued throughout the state and

said uniform ticket shall have the effect of a summons and complaint. Accordingly, a political

subdivision is precluded from creating their own enforcement scheme inconsistent with those
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Lssue 7: Whether Plaintifls are entitled to declaratory judgment and a permanent
injunction?

Plaintiffs filed a Molion for Summary Judgment sceking a permanent injunction
enjoining the continued operation of the Program. The Court has found that PlaintitTs, as
taxpayers, have standing to challenge the Program. The Court has found that the Program was
not authorized by statute under Minn. Stat. §401.065 and not a legal exercise of prosecutorial
discretion. The Court found that Minn, Stat. §169.022 requires all political subdivisions to
enforce the provisions of Minn, Stat. §169 and all political subdivisions shall not enact any
regulation that conflicts with the provisions of Minn. Stat. §169. The Court now finds that the
Program operated by Wabasha County is in violation of Minn, Stat. §169.022. Minn. Stat. §169
does not authorize a pretrial diversion program as operated by Wabasha County. As such, the
Court finds that Plaintifts are entitled to a permanent injunction enjoining the County Defendants
from operating the Program. In addition, the Court finds that absent a permanent injunction,
Plaintiffs lack an adequate remedy at law. The State of Minnesola has chosen to allow the
Program lo continue despitc their knowledge that Wabasha County was operating an itlegal
pretrial diversion program. Without the assistance of the State of Minnesota, the only available
remedy is a permanent injunction.

Issuc 8: Whether a writ of mandamus is an appropriate alternative remedy?

Plaimiffs seck a writ of mandamus to compel the Wabasha County Sheriff’s Department
to cease all activities related to the Program. The County Defendants state that a writ is not
permitted for two reasons. First, the County Defendants argue that Plaintiffs have access to an
adequate legal remedy, a declaratory judgment. Seccondly, the County Defendants argue that the

Sherift’s Department had no fegal duty to act.
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programs for misdemeanor, gross misdemecanor, and felony offenscs. The Safe Driving Class is
a diversion program applicable to peity misdemeanor traffic offense,

Minn. Stat, §169 governs the way in which all traffic offense are to be handled in
Minnesota. Minn. Stat. §169.022 limits the authority of political subdivisions to regulate traffic
offenses. As such, absent some other statutory authority, the Safe Driving Class is unauthorized. ’
Wabasha County has enacted and operated a diversion program that infringes upon the power of
the State to uniformly manage traffic offenses in the State of Minnesota. The Safe Driving Class
is not legaily authorized under Minnesota law.

The Court finds that a permanent injunction is the only available remedy under the law.
The Wabasha County Sherilf”s Department shall be enjoined from conducting all activities

related to the Safe Driving Class.

JAF,
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HOUSE OF REPRESENTATIVES
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Autbored by Davids and Marguan

The bill was read fur the first time

Kules suspended, urgency declused

Read tor the Second Thne

Read for the Third Time

Bill was Jaid on the Table

Bill was taken from the Table

Passed by the lowse and transmiied 1o the Senate
Returmed 1o the Howse as Amended by the Senate
The Mouse concurred i the Senate Amendments and eepassed the ball as Amended by the Senate
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A bill for an act

relating to financing and operation of state and local government; making changes
to individual income, corporate franchise, estate, property, sales and use, excise,
mineral, tobacco, special, local, and other miscellancous taxes and tax-related
provisions; providing {or new income tax subtractions, additions, and credits;
providing for a Social Security subtraction; providing a student loan credit;
maodifying the research and development credit; establishing a first-time home
buyer savings account program; modifying the child and dependent care credi;
modifying residency definitions; modifying estate tax cxemption amount and rates;
establishing and modifying property 1ax exemptions and classifications; establishing
school building bond agriculural credit; modifying state general levy; modifying
certain local government aids; establishing riparian protection aid; providing
exemption from certain praperty taxes for a Major League Soccer stadium;
authorizing assessor accreditation waivers; modifying provisions related to
tax-forfeited land; modifying sales tax definitions and exemptions; providing sales
lax exemplions; clarifying the appropriation for certain sales tax refunds;
establishing sales 1ax collection dutics for marketplace providers and certain
retailers; dedicating certain sales and use tax revenues from the sale of fireworks;
providing an exemption from sales and use taxes for a Major League Soccer
stadium; providing sales tax exemptions for certain construction projects; modifying
the cxemption for Super Bowl admission, events, and parking; cstablishing 2018
Super Bowl extended alcohol service hours; providing exemptions for suite licenses
and stadium builder's licenscs; authorizing certain tax increment financing authority;
authorizing and modifying certain local sales and use taxes: modifying provisions
related to taconite; modifying taxes on tobacco products and cigarettes; modifying
tax administration procedures; making minor policy, technical, and conforming
changes; requiring reports; appropriating money: amending Minnesota Statutes
2016, sections 13.51, subdivision 2; 16A.152, subdivision 2; 40A.18, subdivision
2, 69.021, subdivision 5; 84.82, subdivision 10; 84,922, subdivision 11; 86B.401,
subdivision 12; 116J.8738, subdivisions 3, 4; 128C.24; 270,071, subdivisions 2,
7, 8, by adding a subdivision; 270.072, subdivisions 2, 3, by adding a subdivision;
270.074, subdivision 1; 270.078, subdivision {; 270.12, by adding a subdivision;
270.82, subdivision 1; 270A.03, subdivision 5; 270B. 14, subdivision 1, by adding
subdivisions; 270C.171, subdivision 1; 270C.30; 270C.33, subdivisions 5, 8;
270C.34, subdivision 2; 270C.35, subdivision 3, by adding a subdivision; 270C.38,
subdivision 1; 270C.443, subdivisions 2, 3, 5a, 6, 6a, 6b, 6c, 7, 8, by adding a
subdivision; 270C.446, subdivisions 2, 3, 4, 5; 270C.447, subdivisions 1, 2, 3, by
adding a subdivision; 270C.72, subdivision 4; 270C.89, subdivision 1; 270C.9901;
271.06, subdivisions 2, 2a, 6, 7; 27108, subdivision 1; 271.18; 272.02, subdivisions

tabbles”
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EFFECTIVE DATE. This section is effective lor aids payable in calendar year 2013

and thereafter.

Sec. 7. Minnesota Statutes 2016, section 477A.0135, is amended to read:

477A.015 PAYMENT DATES.

(a) The commissioner of revenue shall make the payments of local government aid to

aflected taxing authorities in two installments on July 20 and December 26 annually.

{b) Notwithstanding paragraph (a). for aids payable in 2019 only, the commissioner of

revenue shall make payments of the aid payable under section 477A.013, subdivision 9, in

three installments as lfollows: (1) 14.6 percent of the aid shall be paid on June 15, 2019; (2)

35.4 percent of the aid shall be paid on July 20, 2019; and (3) 50 percent of the aid shall be

paid on December 26, 2019.

(c) When the commissioner of public safety determines that a local government has
suffered financial hardship due to a natural disaster, the commissioner of public safety shall
notify the commissioner of revenue, who shall make paymenis of aids under sections
477A.011 10 477A.014, which are otherwise due on December 26, as soon as is practical

after the determination is made but not before July 20.

(d) The commissioner may pay all or part of the payments of aids under sections
477A.011 10 477A.014, which are due on December 26 at any time after August 15 ifa

local government requests such payment as being necessary for meeting its cash flow needs.

EFFECTIVE DATE. This section is effective beginning with aids payable in 2019,

Sec. 18. |477A.0175] AID REDUCTIONS FOR OPERATING AN UNAUTHORIZED
DIVERSION PROGRAM.

Subdivision 1. Penalty for operating an unauthorized diversion program.

Notwithstanding any other law to the contrary, a county or city that operated a pretrial

diversion program that a court determines was not authorized under section [69.999 or

another statute or law must have its aid under sections 477A.011 10 477A.03 reduced by

the amount of fees paid by participants into the program for the years in which the proaram

operated. A court shall report any order that enjoins a county or city from operating a pretrial

diversion program to the state auditor as required under subdivision 2. The state auditor

shall determine the amount of fees collected under the diversion program and notify the

commissioner of the amount. The commissioner shall reduce the county program aid paid

1o a county or the local government aid paid to a city by this amount beginning with the

Article 4 See. 18 152
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{irst aid payment made after receiving notice of the reduction amount. No aid payment may

be less than zero but the amount of the reduction that cannot be made out of that payment

shall be applied to future payments until the total amount has been deducted,

Subd. 2. Court challenge to authority t0 operate a pretrial diversion prosram. Any

taxpayer may challenge a city or county operation of a pretrial diversion program by filing

a declaratory judument action or seeking other appropriate relief in the district court for the

county where the city is located or in any other court of competent jurisdiction. If the court

finds that the county or city has exceeded its authority under law in operating the pretrial

diversion program. the court must transmit a copy of the court order to the state auditor.

EFFECTIVE DATE. This section is effective the day following final enactment and

applies beginning with aid payments under Minnesota Statutes, section 477A.013 in calendar

year 2018.

Sec. 19. Minnesota Statutes 2016, section 477A.03, subdivision 2a, is amended 1o read:

Subd. 2a. Cities. Fhe-totat-aid-paid-underseetion-+7A-043—subdivision—is
$546:898:612-for-aids-payable-in-2045- For aids payable in 2016 and thereatier 2017, the
total aid paid under section 477A.013, subdivision 9, is $519,398,012, For aids payable in

2018 and thereafter, the total aid paid under section 477A.013, subdivision 9, is

$534,398.012.

EFFECTIVE DATE. This section is eftective for aids payable in calendar year 2018

and thereafter.

Sec. 20. Minnesota Statutes 2016, section 477A.03, subdivision 2b. is amended to read:

Subd, 2b. Counties. (a) For aids payable in 204-4-and-thereatier 2018 throuzh 2024, the
total aid payable under section 477A.0124, subdivision 3, is $103,795.000, of which

$3.000.000 shall be allocated as required under Laws 2014, chapter 150, article 4. section

6. For aids payable in 2025 and thereafier. the total aid payable under section 477A.0124,

subdivision 3. is $100,795.000. Each calendar year, $500.000 of this appropriation shall be
retained by the commissioner of revenue (o make reimbursements to the commissioner of
management and budget for payments made under section 611.27. The reimbursements

shall be to defray the additional costs associated with court-ordered counsel under section
611.27. Any retained amounts not used for reimbursement in a year shall be included in the
next distribution of county need aid that is certified to the county auditors for the purpose

of property tax reduction for the next taxes payable year,

Article 4 See. 20 133
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March 21, 2017

Representative Kurt Daudt
Speaker of the House

Representative Joyce Peppin
House Majority Leader

Representative Melissa Hortman
House Minority Leader

Representative Sarah Anderson
Chair, State Government Finance Committee
Representative Jim Knoblach

Chair, Ways and Means Committee

Governor Mark Dayton

Senator Michelle Fischbach
President of the Senate

Senator Paul Gazelka
Senate Majority Leader

Senator Tom Bakk
Senate Minority Leader

Senator Mary Kiffmeyer
Chair, State Government Finance and Policy
and Elections Committee

Senator Julie Rosen
Chair, Finance Committee

Chief Justice Lorie S. Gildea

Dear Governor Dayton, Chief Justice Gildea, Representatives and Senators,

Prescribed salaries

I am writing to you on behalf of the Legislative Salary Council. The Minnesota Constitution, Article
IV, section 9, and Minnesota Statutes 2016, section 15A.0825 establishes the Legislative Salary
Council (Council) whose responsibility is to prescribe the salaries of Minnesota state legislators by
March 31* of each odd-numbered year. The Council is required to take other legislative
compensation into account, but its authority is limited to prescribing the salary component of
legislative compensation. The Council has no authority over other forms of legislative
compensation, which include: per diems, insurance, retirement, and expense reimbursement. The
Council has held six meetings and considered other legislative compensation, the budget forecast,
and an extensive amount of other data and analysis, as reflected in the attached report. Please
consider this transmittal letter as part of our report.

Based on our consideration of these materials and our extended discussion, the Legislative Salary
Council prescribes that salaries of Minnesota senators and representatives be set at $45,000,

effective July 1, 2017.
v EXHIBIT
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Rationale

Salaries of Minnesota’s legislators have been fixed at $31,140 since 1999. During those 18 years,
the cost of living, as measured by the CPI-U, has increased by more than 44%. Had salaries of
legislators kept up with inflation, they would be $44,860.

Minnesota’s median household income has increased from $47,035 in 1999 to $68,730 in 2015, a
change of 46.1%. If we believe that legislators’ salaries should be adjusted to reflect the changes in
the income of average Minnesotans, their pay would be $45,503.

We considered other salary data points: For example, the average salary of county commissioners
in the metro area (excluding Hennepin and Ramsey counties) was $62,741. County commissioners
in five non-metro regional centers were paid an average of 540,972. If legislators were paid the
average of these two groups, their salaries would be $51,857. Other compensation comparisons are
included in our report.

Ultimately, it is our judgement that a salary of 545,000 is a fair and equitable salary to reflect the
value provided to the State of Minnesota by legislators. In light of the 18 years since the last
increase and our review of the data, we concluded that this increase was more than justified.
Indeed several prior advisory compensation councils had recommended increases.

In our discussions, Council members agreed that it was in the state’s best interest to provide fair
and equitable compensation to legislators to reflect the value of their work for the state. The
Council believes it is important to preserve the Minnesota Legislature as a citizens’ legislature, a
part-time legislature where any Minnesotan could consider serving, and where a broad and diverse
mix of backgrounds and life experiences are represented among the members. The Council
understands that we are setting the salary not just for those presently serving in the Legislature, but
also for those who may desire to serve in the future. Unless Minnesota’s Legislature has a
competitive salary level, we will not be able to attract and retain legislators with the best skills and
experience to represent us.

Council members also agreed that transparency in all aspects of compensation is essential to
maintaining the public’s confidence in the legislature. Transparency means that the value of all
benefits including per diem, health care, and retirement are clearly stated and comprehensively
reported.

In deciding to increase the salary of legislators, the Council considered a comprehensive set of data
as outlined in our report, testimony from former legislators, and the analysis of experts. Among the
highlights are the following:

+ Former legislators, in testimony before the Council, indicated that while compensation is
not generally an issue when citizens initially decide to run for public office, salaries often
become an issue for members in deciding whether to continue serving in elective office.

* Data was presented indicating that the demographic makeup of the legisiature has changed
in recent years with fewer young and middle-aged members serving.

Budget Forecast

As required by statute, the Council considered Minnesota’s financial status in making our decision.
The February 2017 forecast prepared by Minnesota Management and Budget reports a projected
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surplus of $1.65 billion for the FY 18-19 biennium. Planning estimates for the 2020-21 biennium
show projected revenues exceeding current law expenditures by $2.124 billion.

Other legislative compensation

The Council considered other forms of legislative compensation in determining the level of salary to
prescribe for legislators. By law, legislators can participate in the insurance programs provided to
all state employees. Those programs include health, dental, and life insurance. As with other state
employees, premiums vary depending on whether the legislator elects single or family coverage and
the tier of services the member selects. Minnesota statutes also require legislators participate in a
state retirement program. For legislators elected after 1997 this is a defined contribution program
in which the state contributes 6 percent of salary and per diem and the legislator contributes 5.5
percent.

Expense reimbursement

Members of the legislature also receive payments for certain expenses incurred as they carry out
the duties of their office. The Council does not consider the reimbursement for reasonable and
legitimate expenses in performing legislative duties to be personal compensation to the legislators.
We include them to demonstrate that the Council was aware of these expense reimbursements and
so that the public can also know of these reimbursement provisions in the law.

Members are reimbursed for official travel. While the rules for mileage reimbursement differ
slightly between the House and the Senate, reimbursement based on the federal mileage rate is
allowed for official travel. Members may also receive reimbursement, up to 5200 per month for
Senators and up to $125 for Representatives, for communication expenses such as cellphone,
telephone and internet services.

Representatives who live more than 50 miles from the Capitol may be reimbursed for up to $1,800
per month in lodging expenses. All lodging reimbursements must be documented by receipts or
lease agreements.

Per diem

The Council devoted considerable time to discussing legislative per diem. “Per diem” means daily
payment and generally is understood to refer to payments to compensate recipients for daily living
expenses such as meals and travel costs. Per diem payments for Minnesota legislators are currently
$86 in the Senate and $66 in the House of Representatives. Council members viewed per diem
payments primarily as non-transparent supplemental income to the salary received by Minnesota
legislators.

Data from the House of Representatives and the Minnesota Senate indicate that average per diem
payments for regular sessions were:

2015 2016
House of Representatives 57,297 54,524
Senate $10,965 56,361

Average per diems vary greatly by year: legislative sessions are longer in odd-numbered years when
the biennial state budget is adopted, so more per diem is paid. We have more related data in our
report.

16



62-CV-17-3396 Filed in Second Judicial District Court

6/5/2017 12:23:54 PM
Ramsey County, MN

it should be noted that Minnesota is not alone in the use of per diem to supplement legislative
salaries. A National Conference of State Legislatures Survey shows per diem is part of the legislative
compensation package in 42 states. Daily per diem rates are $140 or more in 24 states.

The Council learned that per diem payments are taxed as income. However, under the Internal
Revenue Service code, members who live more than 50 miles from the Capitol may, within federal
limits, deduct their per diem payments from their income. In addition, the calculation of retirement
contributions include regular and special session per diem payments.

When comparing Minnesota salaries with those offered in other comparable public sector positions
and when making comparisons with legislative salaries in other states, the Council took Minnesota’s
legislative per diem into consideration,

Concerns over the transparency of the current legislative compensation package led the Council to
recommend on a 12-1 vote, with three members absent, that the Senate and House consider
eliminating per diem payments and reimburse members only for actual living expenses. While the
Council's salary determination is based on current per diem levels, Council members noted that if
per diems were not part of legislator compensation, they would have prescribed higher salaries.

Council members considered a number of alternative methods of determining an appropriate
legislative salary level to be effective July 1, 2017 and members reached their decisions based on
their own analysis. However, the range in the salary level deemed appropriate for Minnesota
legislators by Council members was relatively narrow.

Our report provides more detail regarding our process, the data and reports that we considered,
and the testimony that we received in the course of our work.

I am pleased to report that the prescription of legislators’ salaries was adopted by the Council on a
13-1 vote, with two members absent. The transmittal letter and report were adopted on a 15-0
vote, with one member absent.

I have included a list of the members of the Council. Each of the members worked diligently and
thoughtfully as we executed our responsibility to prescribe legislative salaries. We are honored to
have been the first Council to carry out this new duty adopted by Minnesota’s citizens through the
Constitutional amendment.

Respectfully submitted,

T oman s .

Thomas Stinson
Chair
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Members of the Legislative Salary Council

Appointed by Governor Dayton

Joseph Boyle Eighth District
Patrice Hannan Fifth District
Dr. David Metzen Second District
Sherrie Pugh Third District
Dr. Thomas Stinson  Fourth District
Randy Twistol Seventh District
Marsha VanDenburgh Sixth District
Laura Witty First District

2017

Appointed by Chief Justice Gildea,
Minnesota Supreme Court

Diana Burlison Sixth District
William P. Donohue  Fourth District
Gregory R. Fox Eighth District
James Joy Seventh District
Charles J. McElroy Fifth District
Gloria S. Myre Second District
Deborah Olson Third District
Kenneth Wilmes First District
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This report is submitted by the Legislative Salary Council, established under the Minnesota
Constitution, Article IV, section 9, and Minnesota Statutes 2016, section 15A.0825,

Prescribed salaries
As provided in the Minnesota Constitution, Article IV, section 9, and Minnesota Statutes 2016,
section 15A.0825, the Legislative Salary Council prescribes the salaries of legislators at $45,000,
effective July 1, 2017.

Background
The citizens of Minnesota voted on November 8, 2016 to amend their Constitution by
establishing a Legislative Salary Council to prescribe salaries of Minnesota’s legislators. The
duties and other terms are specified in State Statute, section 15A.0825.

The Chief Justice of the Supreme Court and the Governor appointed their respective members
on December 23, 2016. Governor Dayton, as provided in the Statute, appointed Dr. Thomas
Stinson to convene and serve as chair of the first meeting. A list of the members is included in
the Appendix.

The Council met six times between January 15 and March 31, 2017, the deadline for the Council
to submit its determination. The Council reached agreement on its prescribed salary for
Minnesota’s 67 senators and 134 representatives at its meeting on March 10', and completed
its work at its meeting on March 17", when it voted to adopt the letter of transmittal and this
report.

Process
The Council devoted its first three meetings to getting organized and gathering information and
becoming informed about legislator compensation. The Council elected Dr. Stinson to serve as
chair, and elected Patrice Hannan as Vice-Chair. It heard a presentation by the Information
Policy Analysis Division of the Department of Administration on the State’s Open Meeting Law
and Data Practice’s Act, and adopted data practices policies recommended by the Department.

The Council requested and received substantial data regarding compensation of legislators.
The Council received background on compensation policies for members, and data reflecting
rates, costs, payments and expenditures of the various components of legislative
compensation.

The statute establishing the Council proscribes members of the legislature from communicating
with Council members. To improve Council members’ understanding of compensation issues,
several former legislators were invited to speak to the Council. Their presentations were very
informative and instructive. A complete list of those former members is included in the
Appendix.
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As required by statute, the Council considered the financial status of the State, as indicated in
the State’s budget forecast. The State Budget Director provided an in-depth explanation of the
budget based on the November 2016 forecast. Dr. Stinson, as the former state economist,
updated the Council after the February 2017 forecast was issued.

The Council heard presentations on compensation from other parties:
* The Minnesota Council for Fiscal Excellence
* The former Manager of State Employee Compensation, Minnesota Management and
Budget
¢ The League of Women Voters

The Council considered other data: National Conference of State Legislatures’ data on salary
and compensation for legislatures in other states, salaries of county board members, and
salaries of higher compensated administrators and policy makers in the Executive Branch.

The Council considered per diem payments primarily as a form of salary, and in evaluating
salary of other legislatures, included both elements in its considerations. The issue of per diem
is discussed separately in this report.

At its meeting on March 39, the Council narrowed the range of salaries it was considering,
taking into account per diem payments to Minnesota legislators, and those for other
institutions with which it was making comparison.

At its March 10" meeting, the Council reached agreement on its prescribed salary, and adopted
a draft of its transmittal letter. It completed its work at its meeting on March 17*", when it voted
to adopt the letter of transmittal and this report.

Principles
The Council devoted some amount of time discussing principles that should be considered in
establishing compensation. Those principles included:

* Providing fair and equitable compensation to legislators that reflects the value of
their work to the State of Minnesota.

+ Preserving the Legislature as a citizen Legislature, an institution where any citizen
could consider serving. Where the salary and related compensation would be set
fairly so that a citizen could serve while being able to meet family obligations.
Where the salaries are not set so high that individuals would seek to be elected
solely for the remuneration that was available.

* Recognizing the Legislature is a part-time institution, one where citizens serve for a
period in their career and then return to private life. Where legislators work full
time for four or five months a year, and then generally return home with more
limited service during the interim.

* Recognizing that as the state’s public representatives, transparency in compensation
is critical, so that the public can understand the manner in which legisiators are
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compensated, and the amounts of that compensation.

The Council's statutory responsibility is to prescribe legistators’ salaries, The focus of its
deliberations was on this component of legislative compensation. The following describes
other salaries the Council examined, and the rationale for determining the prescribed salary,

Comparable salaries
The Council devoted considerable time to reviewing other comparable positions and salaries.
The jobs of legislators are unique, especially in their time demands. The Counci! clearly heard
that legislators work more than full time when they are in regular session, with committee
hearings being heid from early morning until well into the evening. Although committee
hearings are not generally scheduled on Fridays, other meetings are conducted. Members
attend meetings in their districts, and engage with constituents on weekends as well,

Regular session varies: In odd-numbers years, session begins on the first Monday after the first
Tuesday in January, and adjourns the third week of May. This longer session is when the
legislature enacts the biennial budget, funding state government for two years.

In even-numbered years, the Legislature typically convenes (based on agreement between
legislative leaders) the end of January or early February, and then adjourns the third week of
May.

Presentations by former legislators indicated consistent themes on the demands on legislators’
time:
s Legislators work long hours during session. As sessions progress, evenings and
weekends are also consumed.
e There is much variation in time demands during the interims between sessions.
Many members continue to have demands from constituents, including individuals
and business in their districts. Some members report that this is limited, while
others reported that they easily spending 15-20 hours per week engaged in
legislative business during the legislative interims.
¢ There was surprising consensus among the former legislators who testified that,
overall, a legislator can expect that this “job” represents about 70% of a full-time
joh.

County commissioners

The Council examined the salaries of county commissioners, who hold elective office, and serve
in parallel functions, but at the county level. As with legislators, there is also a variation in the
time demands for county commissioners, Some counties consider their commissioners to be
full-time, while others clearly serve in more time-limited capacity.

A sampling of commissioner salaries shows:
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Sampling of county commissioner salaries
County Annual salary County Annual salary
Hennepin $108,000 Olmsted $35,901
Ramsey 590,000 St. Louis $59,422
Anoka $64,000 Stearns $35,565
Dakota $75,000 Scott $59,930
Carver 562,064 Washington $52,713

Other State Legislatures

The National Conference of State Legislatures publishes survey data on compensation paid to
legislators across the country. A report for 2016 is included in the Appendix. A review of that
data indicates a wide variance in salary, per diem rates, and the number of days legistatures are
in session.

Dr. Stinson conducted some analysis to standardize the data and enable rough comparisons to
be made. For example, for Minnesota, Dr. Stinson assumed the annual salary of $31,140, the
House average amount paid in per diem of 57,686, for a total of $38,827.

This permits comparisons with similar assumptions with other states:

Comparison of salary plus per diem
with other Legislatures

Minnesota 538,876

lowa 529,914

Wisconsin $54,910

Washington $56,739

Household median income

One comparison point has been that if Minnesota is to have a legislature that is broadly
representative of the population, then the salaries of legislators should reflect that of a typical
household. In Minnesota, according to the Census Bureau, the median household income in
1999 was $47,035, and in 2015 was $68,730, a change of 46.1%. If we believe that legislators’
salaries should be adjusted to reflect the changes in the income of average Minnesotan’s, their
pay, would be $45,503. If both salary and per diem had grown at the rate of median family
income, with income held at its current level, salaries would be $47,344.
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Adjust salary for inflation

One approach is to keep legislator pay current by adjusting salaries by inflation. If legislators
had received increases equal to inflation {Consumer Price Index) since their salaries were last
increased in 1999, their pay today would be $44,860. Had their per diem also been adjusted for
inflation, the salary would have been $46,570

Legislative Salaries Have Not
Changed Since 1999

Dollars

50,000 = Inflation  Salary
40,000

30,000
20,000
10,000

0

1999 2002 2005 2008 2011 2014 2017

Salary as percentage of the Governor

The State Compensation Council is established in state law (section 15A.082) to recommend
salaries for Constitutional Officers and Judges. Until the Constitutional amendment was
adopted in 2016, the Compensation Council also recommended salaries for legislators. Several
previous Councils {2013, 2009, 2007 and 2005) recommended that legislators’ salaries be set at
33% of the salary of the Governor. In current terms, legislators would be paid $42,118 under
this approach. However, the Legislative Salary Council was not able to determine the precise
basis by which the Compensation Council elected to use 33%.

Congressional salaries

Many legislators have remarked that in conversations with their constituents, that the public
believes their salaries are comparable to those of members of Congress. Current Congressional
salaries are $174,000. While no one is contending that legislator salaries should be the same, if
legislative salaries had kept pace with the increases in Congressional salaries, Minnesota
legislative salaries would be $40,252. (Congressional salaries increased from $136,700 in 1999
to $174,000 today, an increase of 27.3%).
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Summary of salary comparisons
Description MN Legislator Resulting % change
salary + per diem Salaries only | from
($31,140 + 7,686) current
Increase by inflation 654,257 $46,570 49.5%
Increase equal to 1999: 547,035 555,030 547,344 52.0%
Median Household 2015: 568,730
Income Change: 46.1%
Maintain same % 1999: $136,700 $47,938 $40,252 29.3%
increase as 2016: 5174,000
Congressional salaries | change: 27.29%
Salary at 33% of $42,543 $34,857 11.9%
Governor’s salary
5 Metro counties (no $62,741 $62,471 $55,095 76.9%
Hennepin or Ramsey)
5 Regional Center $40,972 $40,972 533,286 6.9%
counties average
5 Metro counties +5 $51,856 $51,856 $44,170 41.8%
Regional Center
counties average
lowa legislators Salary: $25,000 $37,600 $29,914 -3.9%
Per diem: $12,600
Wisconsin legisiators Salary: $50,950 $54,910 $47,224 51.6%
Per diem Senate:
$3,960
Washington legislators | Salary: $46,839 $57,160 $49,474 58.9%
Per diem: $9,900
Rationale

In reaching its determination, the Council considered what it had heard and the materials it had
reviewed since its first meeting in January. This information included:

* Presentations and comments by former legislators.

» National survey data published by the National Conference of State Legislatures.

* All of the elements of legislators’ compensation, with a particular focus on those

components that are treated as income.
» The budget forecast issued by Minnesota Management and Budget.
* Salaries of county commissioners and other government employees.
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The Council considered data indicating that the demographic makeup of the legislature includes
fewer young and middle-aged members. The Council believes that Minnesota is best served if
the Legislature is diverse. The Council heard consistent themes in discussions with former
legislators, that while salary and compensation is not generally an issue when citizens initially
decide to run for public office, salaries become an issue in deciding whether to continue serving
in elective office.

The Council understands that we are setting the salary not just for those presently serving in
the Legislature, but also for those who may desire to serve in the future. Unless Minnesota’s
Legislature has a reasonable salary level, we will not be able to attract and retain legislators
with the best skills and experience to represent us.

As required in the Council’s statute, Minnesota Management and Budget, the state agency
tasked with preparing the state budget forecast, reported that the agency anticipates a surplus
of $1.65 billion for the FY 18-19 biennium, and a surplus of $2.124 billion for the FY 20-21
biennium. The Council’s salary determination is estimated as having a cost of $3.2 million,
approximately 5% of the $64 million FY 18 base budget of the House of Representatives and the
Senate.

The Council found that many of the data points in the summary of salary comparisons fit within
a relatively narrow range of $40,000 to $47,000. Through extended discussion and informal
polling at its March 10th meeting, members reached consensus that $45,000 was the
appropriate salary to prescribe for Minnesota’s’ legislators to be paid effective July 1, 2017. A
roll call vote with 13 ayes, 1 nay and two excused absences formalized the Council’s position,

Per diem
Per diem payments are a not-well understood component of legislators’ compensation. Per
diem means “daily payment,” and is generaily understood to mean a payment to compensate a
person for their daily expenses, such as meals and travel costs.

Minnesota Statutes 3.099 provides: “Each member shall also receive per diem living expenses
during a regular or special session of the legislature in the amounts and for the purposes as
determined by the senate for senate members and by the house of representatives for house
members.”

Per diem amounts and the rules under which those payments are made are determined by the
respective Rules Committees of the House and the Senate. Individual members decide how
much to accept.

In both the House and the Senate, members are eligible to receive payments seven days a week

for the periods when the legislature is in session (generally the beginning of January through
the third week in May in odd-numbered years, when the biennial budget is adopted.) In even-
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numbered years, the Legislature will typically begin its session several weeks later, and
conclude by the third week in May.

Members may also be paid per diem during the periods when the Legislature is not in session
(“interims”), to attend committee hearings, or attend other meetings related to Legislative
business. Eligibility for those per diem payments is determined by the respective Rules

Committees.

The House and Senate currently have different per diem rates. Other than anecdotal

statements, the Council did not hear any testimony that clearly explained why these rates are
different. A complete history of these rates, collected by the Minnesota Legislative Reference
Library, is included in the Appendix.

The per diem amounts paid vary widely: Data from the last four years show:

Per diem payments
Minnesota Per diem | Average per Average per | Total dollar amount
House rate diem paid for diem paid of per diem paid to
regular session for interim ali members
2013 566 $7,325 5490 $1,103,255
2014 $66 54,768 $644 $725,280
2015 $66 $7,297 $503 $1,142,567
2016 $66 $4,524 $571 $682,820
Minnesota Perdiem | Average per Average per | Total dollar amount
Senate rate diem paid for diem paid of per diem paid to
regular session | for interim all members
2013 $86 $10,976 $868 $798,142
2014 586 $6,670 51,234 $529,562
2015 586 $10,965 51,034 $810,340
2016 586 $6,361 $1,318 $514,505

Regular session per diem payments are higher in odd-numbered years when the Legislature is

in session from early January until the third week of May, in part because of its duty to adopt a

biennial budget.

Under current law, per diem payments are treated as income when calculating legislators’
retirement contributions. Almost all legislators participate in in a defined contribution
retirement plan. Legislative retirement plans are discussed later in this report.

6/5/2017 12:23:54 PM
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The issue of per diem payments is made more complex due to their treatment by the federal
tax code. Under section (162 h} of the Internal Revenue Code, legislators who live more than
50 miles from the Capitol may have these payments excluded from the calculation of income.
This exclusion is limited by federal per diem rates.

Council members expressed concern about numerous aspects of per diem payments:

* Perdiem payments are substantial. Although per diem payments vary by the length
of the session, legislators on average realize a 30% increase from their current
published salary of $31,140 so that their actual average salary is closer to $38,800
(based on the lower House rate, and average number of days over the last several
years.)

¢ Itis unclear why per diem payments are different in the House and Senate,
especially since legislators are separately reimbursed for mileage, communication
expenses and, if eligible, for lodging expenses.

* Per diem payments average $5,100 to $7,900 in the House and $7,600 to $12,100 in
the Senate. However maximum payments are considerably higher. In 2015, the
maximum per diem payment in the House was $13,398, and in the Senate $16,426.

* The Council notes the disparate impact of the income tax treatment of per diem
payments paid to members who live more than 50 miles from the Capitol compared
to those who live within that range, when considering the provision of lodging and
mileage reimbursements.

In keeping with the Council’s interest in Legislator’s salaries being transparent to Minnesota’s
citizens, the Council recommends that the Legislature consider eliminating per diem payments
for their work during regular or special sessions. Instead, members should be reimbursed for
their reasonable business expenses, as other organizations routinely do for their employees.
Members of the Council indicated they would have set salaries at a higher level to make up for
this diminishment if per diems were not provided. Upon advice of counsel from the Attorney
General’s Office, the Council understands it is within its legal authority to make this
recommendation. One member filed a minority report, which is included in the Appendix.

Other benefits
Insurance. By law, Minnesota Statutes 43A.24, subd 2, legislators participate in the health
insurance program provided to all state employees. The insurance program includes health,
dental, and life insurance.

Premiums vary based on whether the legislator elects single or family coverage. Other costs,

such as co-pays, co-insurance and deductibles depend on which tier of services the member
elects. Members participate in the same manner as state employees.
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Annual premiums for 2017 are:

Annual insurance premiums
Legislator State contribution
contribution
Health Single coverage 5367 $6,992
Family coverage $2,510 $19,132
Dental Single coverage $60 5344
Family coverage 5456 5740
Life insurance $60

Council members note:

» The State health and dental insurance plan represents a significant benefit paid to
legislators.

* Given that legislators typically work full time for the Legislature four or five months a
year, but substantially less the remaining part of the year, it would be difficult to
obtain other insurance while they serve. Some Council members noted that part-
time employment is a challenge for many Minnesotans, who are not offered the
opportunity to participate in this comprehensive insurance program.

Retirement. Under state law, members participate in a state retirement program, Minnesota
Statutes 2016, section 352D, This is a defined contribution program where the State
contributes 6%, while the legislator contributes 5.5%. Participation is mandatory. The
member’s salary and per diem payments for regular and special sessions are included when
calculating the contributions. The legislator, like other state employees who participate in the
State’s defined contribution programs, can direct the investment in a variety of investment
funds selected by the State Board of Investment.

At any time after employment ends, the legislator may withdraw the value of his or her
account, including both employee and employer contributions, in a lump sum, which may be
rolled, to continue the tax deferral, into an individual retirement account (“IRA”). A withdrawal
forfeits the right to elect a retirement annuity at age 55.

At age 55 or later, provided legislative service has ended, the legislator may elect a distribution
in the form of a lump sum or an annuity. The annuity, which is a monthly benefit paid for the
life of the legislator, is calculated based on the account balance and the age of the legislator at
the annuity starting date. In exchange for a lower monthly amount, the legislator may elect a
joint and survivor annuity that pays a survivor benefit to a beneficiary after the death of the
legislator. These options are also available if a legislator becomes totally and permanently
disabled. Annuities are eligible for post-retirement adjustments (sometimes cailed “COLAs").
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Retirement contributions based on average per diem payments paid in 2016 are:

State retirement contribution (6%)
House Senate
Salary: $31,140 $1,868 $1,868
Average per diem
House: $5,096 $271
Senate: $7,679 $382

Expense reimbursements and allowances
Members of the legislature receive other payments for certain expenses they incur to carry-out
the duties of their office. They are also reimbursed for expenses they incur for attending
approved conferences or trips,

Mileage. Representatives who live more than 50 miles from the Capitol are reimbursed for
their mileage from their homes to the Capitol. Representatives are also reimbursed for mileage
for travel in their legislative districts, with a maximum of $850 per month. (There are
exceptions for districts with greater than 1,000 square miles)

During session, senators are reimbursed for their mileage to and from the Capitol no matter
how far they live from the Capitol. Senators are also reimbursed for their mileage for
constituent and district meetings. Senators must present documentation to receive the
constituent and district mileage.

All mileage reimbursement is based on the federal mileage rate.

Lodging. Members who live more than 50 miles from the Capitol may be reimbursed for lodging
expenses. All reimbursements must be documented by receipts or lease agreements.

Representatives may be reimbursed for rent, and related lodging expenses such as furniture
rental, local telephone, internet access service, basic media service, utilities, renter’s insurance,
non-refundable fees, and parking. The maximum amount is $1,800 per month. The House of
Representatives limits the total of these reimbursements to a maximum of 532,400 over the
two year length of their terms.

Senators may be reimbursed for rent, utilities, and furniture rental. The maximum
reimbursement is $1,800 per month.
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Communications. Members may receive reimbursement for communications expenses.

Representatives may request a communications expense allowance of up to $125 per month
for internet service, an additional phone line, optional telephone services, wireless services, or
other communication services needed to maintain frequent and reliable communication with
constituents, house staff, and other government officials.

Senators may receive reimbursement for communications expenses up to $200 per month for
such items as telephone, fax, cell phone pager, and Internet services.

For both senatars and representatives, if receipts are provided, these will be treated as an
expense. If there is no receipt, it will be treated as income and taxed.

Leadership pay. Under Minnesota Statutes section 3.099, Subdivision 3, the Senate and the
House Rules Committees may designate additional pay of up to 140% for leadership positions in
each body.

Subd. 3. Leaders. The senate Committee on Rules and Administration for the senate
and the house of representatives Committee on Rules and Legislative Administration for the
house of representatives may each designate for their respective body up to three leadership
positions to receive up to 140 percent of the compensation of other members.

Budget forecast
The Council’s statute, section 15A.0825, Subdivision 7, requires it to take into account the most
recent budget forecast. At its January 27" meeting, the Council heard a presentation on the
state budget from Margaret Kelly, the State Budget Director.

Director Kelly indicated that, based on the November 2016 forecast, the state was estimating a
surplus of 5736 million at the end of the current 2016-17 biennium, and a $1.4 billion surplus at
the conclusion of the 2018-2019 biennial budget period. She reported that the budget was
structuraily balanced, with reserves to help manage through an economic downturn. She
indicated there is risk inherent in the forecast, given that 30 months remain until the end of the
18-19 biennium.

Minnesota Management and Budget issued an updated forecast on February 28", which
becomes the most current forecast for the Council to consider. Dr. Stinson, as the former state
economist, summarized the Department’s forecast for the Council at its meeting on March 3rd.
That forecast projects a surplus of $1.65 billion for the FY 18-19 biennium. Planning estimates
for the 2020-21 biennium show projected revenues exceeding current law expenditures by
$2.124 billion.
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Conclusion

The Council formally adopted its letter of transmittal and report at its final meeting on March
17,2017. The letter was adopted on a 15-0 vote, with one member absent. This report was
adopted at the same meeting on a 15-0 vote, with one member absent.

An appendix of key documents is attached.
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CONSTITUTION OF THE STATE OF MINNESOTA
Adopted October 13, 1857

Generally Revised November 5, 1974

Article 1. Bill of rights, Article 8. Impeachment and removal from otfice,
Article 2. Name and boundaries. Article 9, Amendments to the constitution.
Article 3. Distribution of the powers of government. Article [0, Taxation.
Anticle 4. Legislative department. Article 11, Appropriations and linances.
Articke 5. Executive department, Article 12, Special legislation: local government,
Article 6, Tudiciary, Article 13. Miscellaneous subjeets.
Article 7. Llectiv e franchise. Article 14, Public highway system.

ARTICLE IV

LEGISLATIVE DEPARTMENT

Sec. 9. Compensation. The salary of senators and representatives shall be prescribed by a council
consisting of the following members: one persen who is not a judge from each congressional district
appointed by the chief justice ot the Supreme Court. and one member from each congressional district
appointed by the governor. If Minnesota has an odd number of congressional districts. the governor and the
chief justice must each appoint an at-large member in addition to a member from each congressional district.
One-half of the members appointed by the governor and one-half of the members appointed by the chief
justice must befong to the political party that has the most members in the legislature, One-half of the
members appointed by the governor and one-half of the members appointed by the chief justice must belong
1o the political party that has the second-most members in the legislature. None of the members of the
council may be current or former legislators, or the spouse of a current legislator. None of the members of
the council may be current or former lobbyists registered under Minnesota law. None of the members of
the council may be a current employee of the legislature. None of the members of the council may be a
current or former judge. None of the members of the council may be a current or former governor, lieutenant
governor, attomey general. secretary of state. or state auditor. None of the members of the council may be
a current employee of an entity in the executive or judicial branch. Membership terms. removal, and
compensation of members shall be as provided by law. The council must prescribe salaries by March 31 of
each odd-numbered year. taking into account any other legislative compensation provided to legislators by
the state of’ Minnesota. with any changes in salary to take effect on July | of that year. Any salary increase
for legislators authorized in law by the legislature after January 3, 2013, is repealed.

{Aunended, November 8. 2004
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1 MINNESOTA STATUTES 2016 15A.0825

15A.0825 LEGISLATIVE SALARY COUNCIL.
Subdivision 1. Membership. (a) The Legislative Salary Council consists of the following members:

(1) one person, who is not a judge, from each congressional district. appointed by the chief justice of
the Supreme Court; and

(2) one person from each congressional district. appointed by the governor.

(b) If Minnesota has an odd number of congressional districts, the governor and the chief justice must
each appoint an at-large member. in addition to a member from each congressional district.

(¢) One-half of the members appointed by the governor and one-half of the members appointed by the
chiet justice must belong to the political party that has the most members in the legislature. One-half of the
members appointed by the governor and one-half of the members appointed by the chief justice must belong
to the political party that has the second most members in the legislature.

(d) None of the members of the council may be:

(1) a current or former legislator, or the spouse of a current legislator:

(2) a current or former lobbyist registered under Minnesota law;

(3) a current employee of the legislature;

(4) a current or former judge; or

(3) a current or former governor. lieutenant governor. attorney general. secretary of state. or state auditor.

Subd. 2. Initial appointment; convening authority; first meeting. Appointing authorities must make
their initial appointments by January 2, 2017. The governor shall designate one member to convene and
chair the first meeting of the council. The first meeting must be before January 15, 2017. Atits first meeting.
the council must elect a chair from among its members. Members that reside in an even-numbered
congressional district serve a first term ending January 15. 2019. Members residing in an odd-numbered
congressional district serve a [irst term ending January 15. 2021,

Subd. 3. Terms. (a) Except for initial terms and for the first term foilowing redistricting, a term is four
years or until new appointments are made after congressional redistricting as provided in subdivision 4.
Members may serve no more than two full terms or portions of two consecutive terms.

(b) If a member ceases to reside in the congressional district that the member resided in at the time of
appointment as a result of moving or redistricting, the appointing authority who appointed the member must
appoint a replacement who resides in the congressional district to serve the unexpired term.

Subd. 4. Appointments following redistricting. Appointing authorities shall make appointments within
three months after a congressional redistricting plan is adopted. Members that reside in an even-numbered
district shall be appointed to a term of two years {ollowing redistricting. Members that reside in an
odd-numbered district shall be appointed to a term of four years following redistricting.

Subd. 5. Removal; vacancies. Members may be removed only for cause. after notice and a hearing, for
missing three consecutive meetings, or as a result of redistricting. The chair of the council or a designee
shall inform the appointing authority of’ a member missing three consecutive meetings. After the second
consecutively missed meeting and before the next meeting, the chair or a designee shall notify the member
in writing that the member may be removed for missing the next meeting. In the case of a vacancy on the

Copyright ©* 2016 by the Revisor of Statutes, State of Minnesota. All Rights Reserved.
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15A.0825 MINNESOTA STATUTES 2016

council, the appointing authority shail appoint a person to fill the vacancy for the remainder of the unexpired
term.

Subd. 6. Compensation. Members shall be compensated under section 15,0359, subdivision 3.

Subd. 7. Duties. By March 31 of each odd-numbered year. the council must prescribe salaries for
legislators to take effect July 1 of that year. In setting salaries, the council must take into account any other
legislative compensation provided to the legislators by the state and the most recent budget forecast. The
council must submit a report by March 31 of each odd-numbered year with the prescribed salaries to the
governor. the majority and minority leaders of the senate and the house of representatives. the chairs of the
committees in the senate and the house of representatives with jurisdiction over the legislature’s budget. and
the chairs of the committees in the senate and house of representatives with jurisdiction over finance. The
report must describe the council's rationale for selecting the prescribed salaries.

Subd. 8. Chair. The commission shall elect a chair from among its members.

Subd. 9. Staffing. The Legislative Coordinating Commission shall provide administrative and support
services for the council.

Subd. 10. No ex parte communications. Members may not have any communication with a member
of the legislature during the period after the first meeting is convened under subdivision 2 and the date the
legislator salaries are submitted under subdivision 7.

History: 2074 ¢ 2825 1

NOTE: This section. as added by Laws 2014, chapter 282, section . is effective upon adoption of the
constitutional amendment proposed under Laws 2013. chapter 124. as amended by Laws 2014, chapter 282,
sections 2 and 3. Laws 2014, chapter 282. section 1. the effective date.

Copyright + 2016 by the Revisor of Statutes, State of Minnesota. All Rights Resernved.
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The Legislative Salary Council consists of 16 members appointed as follows: one person, who is not a
judge, from each congressional district, appointed by the chief justice of the Supreme Court; and one
person from each congressional district, appointed by the governor. One-half of the members appointed
by the governor and one-half of the members appointed by the chief justice must belong to the political
party that has the most members in the legisiature. The remaining half must belong to a political party
that has the second most members in the legislature.

Appointed by Governor Dayton

Joseph Boyle Eighth District
Patrice Hannan Fifth District
Dr. David Metzen Second District
Sherrie Pugh Third District
Dr. Thomas Stinson Fourth District
Randy Twistol Seventh District
Marsha VanDenburgh Sixth District
Laura Witty First District

Appointed by Chief Justice Gildea

Diana Burlison
William P. Donohue
Gregory R. Fox
James Joy

Charles J. McElroy
Gloria S. Myre
Debaorah Olson
Kenneth Wilmes

Sixth District
Fourth District
Eighth District
Seventh District
Fifth District
Second District
Third District
First District
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Former members of the Minnesota Legislature that provided testimony:

o David Hann, former Minority Leader of the Minnesota Senate
* Mary Liz Holberg, former member of the Minnesota House of Representatives

e Margaret Anderson-Kelliher, former Speaker of the Minnesota House of Representatives
» Kate Knuth, former member of the Minnesota House of Representatives

e Gene Merriam, former member of the Minnesota Senate

e Roger Moe, former Majority Leader of the Minnesota Senate

* Steve Sviggum, former Speaker of the Minnesota House of Representatives
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Minority Report

I. Joseph Boyle, believe the recommendation to the legislature to eliminate per diem is beyond

the authority of the Legislative Salary Council.

The Authority of the Legislative Salary Council is as follows:

AUTHORITY

Article IV of the Minnesota Constitution, LEGISLATIVE DEPARTMENT, Sec. 9.
Compensation declares:

The salary of senators and representatives shall be prescribed by a council....The
council must prescribe salaries by March 31 of each odd-numbered year taking into
account any other legislative compensation provided to legislators by the state of
Minnesota....

Minnesota Statute §15A.0825 LEGISLATIVE SALARY COUNCIL, states:

Duties: By March 31 of each odd-numbered year, the council must prescribe
salaries for legislators....In setting salaries, the council must take into account any
other legislative compensation provided to the legislators by the state and the most
recent budget forecast. The council must submit a report by March 31 of each odd-
numbered year with the prescribed salaries. ... The report must describe the council’s
rationale for selecting the prescribed salaries.

Thus. the Constitutional Amendment states in part:

The salary of senators and representatives shall be prescribed by a council....taking
into account any other legislative compensation provided to legislators by the State of
Minnesota.

The enabling legislation states in part:

...the council must prescribe salaries for legislators....In setting salaries, the council
must take into account any other legislative compensation....The report must describe
the council’s rationale for selecting the prescribed salaries.

It is clear the council does not have the authority to criticize the .. .other legislative
compensation™, but to take into account .. .other legislative compensation” when
prescribing —...the council’s rationale for prescribing the legislators salaries.”

Further. substantively elimination of per diem will eliminate rural legislator’s ability to take legal
tax deductions. and be paid for incidental expenses incurred due to living and maintaining two

residences.
Respectfully Submitted:

Joseph M. Boyle
Council Member
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November 2016 FOR IMMEDIATE RELEASE

Minnesota’s Budget Outlook Remains Stable
$1.4 Billion Available for Upcoming Budget

Current Bicnnium Balance Increases. $334  million FY 2016-17 General Fund Forecast

transferred to budget reserve, S678 miillion balance

remains. A favorable FY 2016 close, partially offset by a {5 in millions) November | Change
reduced forecast for FY 2017, leaves projected revenues $41 Beginning Balance $2,103 ' $-
million higher for the current bieanium compared to end of Revenues 42,382 | 41
session estimates.  Spending in ihe current biennium is Spending 41,502 (245)

projected to be $245 million lower than prior estimates. Current

law allocates 33 percent, or $334 million of the resulting Cash.&Budget Reserves 1,347 -
balance to the budget reserve. FY 2016-17 is now projected to Stadium Reserve 24 3
end with a $678 million balance, $51 million lower than Forecast Balance 51,012 5283
previous estimates, 33% to Budget Reserve 334 334

Budgetary Balance $678 $(51)

FY 2018-19 General Fund Forecast
Slower Revenue Growth reduces projected balance in FY

1
{$ in millions) November | Change 2018-19 to S1.4 billion. The balance between revenues and
—_ i spending in the next biennium has been reduced compared to prior
Beginning Balance 2,982 E 5286 estimates. General fund revenues in FY 2018-19 are expected to
Revenues 45321 1 (467) grow to $45.3 billion, while projected current law spending is
Spending 44,585 E (152) estimated to be just under $44.6 billion. The $678 million ending
Cash & Budget Reserves 2,280 !} 334 balance forecast for the current biennium adds 1o resources
Stadium Reserve g i 13 available for the next biennium. As a result, a $1.4 billion balance
; is projected to be available for the upcoming FY 2018-19 biennial
Forecast Balance $1,400 | 5(376) budget.
[}
[}
]

U.S, economic outlook weakens. A reduction in business building and equipment purchases in the first half of this year slowed U.S.
cconomic growth for 2016. Since February, Minnesota’s macroeconomic consultant, IHS Markit, has decreased their forecast for real
GDP growth in 2016. Lower forecasts for consumer spending and business capital purchases reduce the 2017 growth forecast. Consumer
spending growth is expected to remain modest and helps lower the economic growth forecasts for 2018 and 2019,

Slower economic growth lowers next biennium revenue forecast. FY 2018-19 revenues are now forecast (o be $467 million (1.0
percent) less than the prior estimate. The sales tax shows the largest revenue forecast change for the next biennium, with lower expected
taxable sales growth combining with higher projected refunds to reduce the general sales tax forecast by $428 million.

Structural Balance intact; revenue growth Real Grass Bomestic Product
+ A 4 Annnal Pereont Thanpa February Z,UHJ
expected to outpace spending growth into FY - % November2016
2020-21. This forecast provides the lirst budget S
. . - 2O . . 3 24 N
planning estimates for the FY 2020-2]1 biennium. 23 21 X 26 5 2
The average annual growth rate for revenue, FY : 22 22 g 2g 23212
2018 to FY 2021 is 3.7 percent compared to 2.5% 2 13
for spending. However, these longer term [
projections have a higher degree of uncertainty and 1 i
a significantly higher potentiol range of crror.
Revenue growth exceeds expenditure growth 0
through the forecast horizon. indicating structural 092 2M3 191 2015 I016F  MOITF 2018F  2019F  2020F  2021F

balance for FY 2020-21. RS S A
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February 2017

FOR IMMEDIATE RELEASE

Minnesota's Budget Outlook improves
51.65 Billion Now Available for Upcoming FY 2018-19 Budget

Increased Revenues Raise Expected FY 2018-19 Balance to
$1.65 Billion; significant risk continues. FY 2018-19 revenues
are now forecast to be $45.663 billion, a $321 million increase
{0.7 percent) compared to November 2016 estimates adjusted
for law changes. Current taw spending is forecast to be
$44.741 billion, $156 million (0.4 percent) higher than prior
estimates. Stadium reserves increased by 53 million. Asa
result, the projected budgetary balance in the next biennium is
now $1.650 billion, $250 miltion higher than prior estimates.
The positive budget outlook continues into the planning
estimates for the 2020-21 biennium, however federal policy
unknowns create significant risk for this forecast.

FY 2018-19 General Fund Budget Forecast

{$ in milions) February $ Change
Beginning Balance $2,721 588
Revenues 45,663 321
Spending 44,741 156
Cash & Budget Rescrve 1,953 0
Stadium Reserve 40 3
Budgetary Balance $1,650 5250

Stronger expected economic growth raises the tax revenue
forecast. FY 2018-19 tax revenues are now forecast to be 5321
million {0.7 percent) more than the prior estimate. Higher
expected income growth raises forecast individual income tax
revenue for the next biennium by $274 million. Higher forecast
taxable sales growth—driven in part by expected fiscal
stimulus—offsets higher projected refunds to raise the general
sales tax forecast by 548 million. A stronger corporate profits
forecast adds $69 million to expected corporate tax revenue,

FY 2018-19 General Fund Revenue Forecast

1% i nullions) Februar!r _ § Change
Individual Income $24,401 5274
General Sales 11,466 a8
Corporate Franchise 2,623 59
Statewide Property 1,742 2)
All Other Revenues 3,667 (50}

Total Tax Revenues $43,899 $339

All Other Revenues, Transfers 1,764 {18}

Total Revenues 545,663 $321

.S, economic outlook improves. The last few months of
economic data have been mostly positive, showing
improvements in personal income, business spending on
equipment and structures, employment, and consumer
spending. In addition, IHS has incorporated into their baseline
outlook federal fiscal stimulus—in the form of lower individual
income and corporate tax rates and increased infrastructure
spending—which are expected to boost economic growth
starting in 2018. IHS has increased their forecast for real GDP
growth in 2017 from 2.2 percent in November’s outlook to 2.3
percent in February. Higher forecasts for real consumer
spending and business capital purchases offset increased drag
from net exports to raise the 2018 growth forecast from 2.2
percent in November to 2.8 percent February.

A US Real GDP Souece. 45 Economics
Annual Percent Change ONov ‘16
" Feb'17
: 2.7
2 224322 2' 021 2.22.2
2 17

i

2012 2013 2014 2015 201CGF 2017F 2018F 2019F 202CF 2021F

Increased Education and Health Care Forecast Adds to Overall
Spending. Spending in FY 2018-19 is now forecast to be $44.741
billion, $156 million (0.4 percent) higher compared to prior
estimates. Driving the change are higher projections in the
education and health and human services budget areas. Higher
student enrollment and health care cost estimates increase
state obligations for spending.

Long Term Budget Outiook Improves, The fiscal policy-fueled
growth that is forecast to begin in 2018 raises the long term
economic outlook, Consequently, the increased revenue
forecast continues into FY 2020-21. Projected revenues are
now estimated to exceed current law spending by $2.124
billion, which is more than the $1.480 billion projected in
November. Economic changes as well as the nature and timing
of any budget changes may materially affect both revenue and
expenditure projections for the next biennium.
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Wiinnesota's Legislative Salaries Slightly
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Winnesota's Salaries and Per Diem
above Average for “Hybrid” States
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.
NATIONAL CONFERENCE of STATE LECISLATURES

The Feram for America’s Ideas

Legislator Tax Home Advisory

(January 2016)

The National Conference of State Legislatures does not provide tax advice or opinions to state
legisiatures or to state legisiators. This overview is for purposes of general guidance only.

Summary

State legislators who live more than 50 miles from the state capitol may choose to claim their district
residence as their "tax home.” In doing so, legisiators may claim the expenses they incur while
conducting official legislative business as a tax deduction on their federal income tax retun. This
deduction is known as the "legislator tax home deduction.” It was created as part of the 1981 Economic
Recovery Tax Act (Public Law 97-34) and is Section 162(h) in the Internal Revenue Service Code.

State Leqislator Travel Fact Sheet (Source: United States Internal Revenue Service)

Section 162(a) (2) of the Internal Revenue Code allows a deduction for the ordinary and necessary
expenses incurred in a trade or business, including travel expenses while away from the individual's tax
home.

Generally, the taxpayer’s tax home is the principal place of activity for the business. However, Section
162(h) provides a special election for state legislators who attend legislative sessions away from the
area of their residence. This election allows a state legislator to designate his or her personal residence
as his or her home with respect to the trade or business of being a legistator. This means that when the
legislator is at the state capital, he or she will be traveling away from home and incur deductible
expenses.

The election is only available to legislators whose place of residence is more than 50 miles from the
state capitol.

By making the election, the legislator is deemed to have expended for living expenses an amount
determined by multiplying the number of legislative days of the taxpayer during the taxable year by the
greater of:

1. The amount generally allowable for those days to employees of the legislator's state for per diem
while away from home, to the extent the amount does not exceed 110 percent of the Federal
employee per diem; or

2. The Federal employee per diem during those days for the legislator's state capital.

A "legislative day” includes any day the legislature is in session. This includes any day when the
members are expected to attend, regardless of whether the electing legisiator actually does attend. A
legislative day also includes any day the legislature is not in session but the physical presence of the
electing legisiator is formally recorded at a meeting of a committee of the legislature.

The legislature is considered “in session” when it is not in session for a period of 4 days or less.

“Living expenses” include expenses for lodging, meals, laundry, and other incidental expenses, but does
not include expenses for travel fares, local transportation, or telephone calls.

No deduction is allowed for any expenses to the extent that the legislator receives reimbursement for
them.

A legislator makes the election by attaching a statement to the iegislator income tax return (or amended
return) for the taxable year for which the election is effective.

The IRS issued Treasury Decision 9481 on April 26, 2010, to incorporate these rules into final regulation
1.162-24.
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House lawmakers won't get a big pay raise after all,
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by Josette Elieff March 16, 2017 8:12 pm
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. . C , MN
Last week, the Legislative Salary Council voted to increase lawmakers’ pay from $31,140 to $45,000, marking thg?r?lst?syt —

raise since 19989, But Minnesota House Speaker Kurt Daudt wants nothing to do with that.

The salary increase is in response to a constitutional amendment that was on the November ballot. Minnesotans
approved the amendment, which gave the 16-member Legistative Salary Council the authority to decide legisiator pay
every two years.

But according to the Pioneer Press, Daudt said the Minnesota House won’t fund the 45 percent salary increase.

Priyanka Chopra Chooses Between Zac Efron and The
Rock

by Glamour

“We are choosing not to fund the Council’s recommendation to increase sataries for members of the House,” the
Republican said.

Earlier this week, the Associated Press reported Daudt was looking into whether the House coutd legally opt out of the
raises.

And by the looks of a letter sent out Thursday, Daudt seems to have deemed it acceptable, The letter specifically
instructs the House not to adopt the recommended pay raises,

“I have made that decision. We will not be accepting the pay recommendations of the Council,” Daudt told reporters.
“For us to accept that pay when others are not getting that sort of pay increase ... would be wrong.”

However, the Senate sees things differently.

“That's what the Constitution directs,” Republican Senate Majority Leader Paul Gazetka told WCCO. “I don’t know how
you can possibly get around that.”

The Legislative Salary Council is set to vote Friday to finalize the pay hikes. The raises are supposed to go into effect
July 1.

For more information on the raises, click here.
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STATE OF MINNESOTA

Office of Governor Mark Dayton
130 State Capitol « 75 Rev. Dr. Martin Luther King Jr. Boulevard + Saint Paul, MN 55155

May 30,2017

The Honorable Michelle L. Fischbach
President of the Senale

Room 2113, Minnesota Senale Building
St, Paul, Minnesota 55155

Dear Madam President:

Please be advised that | have received, approved, signed, and deposited in the Office
of the Secretary of State, Chapter 4, Senate File 1, with the exception of the line-item vetoes
listed below:

e Page 2, Line 24: “Subd. 2 Senate 32,299,000 32,105,000
s Page 2, Line 25: “Subd. 3 House of Representatives 32,383,000 32,383,000

At the last minute, the Legislature snuck language into the State Government bill that
would hold hostage (he Department of Revenue appropriation in this bill to my signature on
the Taxes bill. Tam unwilling to put the jobs of 1,300 Department of Revenue employceces at
risk. As a result of this action, I am linc-item vetoing the appropriations for the Senate and
House of Representatives to bring the Leaders back to the table to negotiate provisions in the
Tax, Education and Public Safety bills that [ cannot accept. Attached is my letter to Speaker
Daudt and Majority Leader Gazelka explaining my reasoning for line-item vetoing the Senate
and House of Representatives’ appropriations,

Minnesotans expect state government to provide high-quality services. SF | provides
the needed operating adjustments for state agencies and constitutional offices to maintain
these services, Providing the adjusiments will help to ensure that our state can address the
challenges prescnted with rising costs over the next biennium as well as population growth
and increased demand for services.

There are other investments in (his bill that will also benefit Minnesotans, such as:
funding to ensure every Minnesotan is counted in the 2020 census; moving the state historic
preservation office to the Department of’ Administration to benefit businesses, and additional
funding for tuition incentives that the men and women who join ouyr national guard can take
advantage of,

However, there are provisions in this bill that cause concern. The bill intrudes upon
my authority to manage the executive branch of state government. It places onerous
reporting requirements on state agencies and limits the flexibility of commissioners to EXHIBIT

manage their apencies.

Voice: (651) 201-3400 or (800) 657-3717 Fax: (651) 797-1850 MN Relay {800) 627-3529
Website: htip:/ / governorstate.mn.ug An Equal Opportunity Employer
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The Honorable Michelle L. Fischbach
May 30, 2017
Page 2

Minnesota has a long history of checks and balances between the executive and
legislative branches and having Minnesata Management and Budget keep track of the cost of
legislation has served us well, SF 1 transfers the responsibility for fiscal notes from
Minnesota Management and Budget to the Legislaturc. Pulling this work under the authority
of the legislature creates redundancies and inefficiencies and unnecessarily grows
government.

The bill reneges on our commitment by $10 million each year beginning in 2020, to
fund the Minncapolis Employees Retirement Fund (MERT) placing that state obligation onto
the taxpayers of Minneapolis.

I am extremely disappointed by what is not in this bill. In my budget [ prioritized
investments in technology, specifically cyber security. 1 prioritized these not for the benefit
of state agencics, but for the benefit of Minnesolans. We need to ensure we can protect our
data and systems from cyber-attacks. And, we need to do so while still ensuring that state
agencies have the operations capability to responsibly serve our state’s eitizens, This is not
an either/or proposition and I continuously sought both. In addition, we need to ensure that
the backbone of our govermment -- how we pay our bills and keep track of our finances — is
running smoothly. Critical improvements are needed (o these systems to keep them
operating. Our procurement systems likewise can use updating. Funding those improvements
is not in this bill.

Minnesotans deserve a transparent, fiscally responsible budgel. We must make
investments to build a more competitive state workforce, ensurc efficient and accountable
outcomes in state programs, secure our IT infrasiruciure, and deliver the high quality of state

services that Minnesotans deserve.
wcgigly, L< ! f:

Mark Dayton
Governor

ce: Senalor Paul E. Gazelka, Senate Majority Leader
Senator Thomas M. Bakk, Senate Minority Leader
Senator Mary Kilfmeyer, Minnesota Senate
Representative Kurt Daudt, Speaker of the House
Representative Melissa Hortman, House Minority Leader
Representative Sarah Anderson, IHouse of Representatives
The Honorable Steve Simon, Secretary of State
Mr. Cal R, Ludeman, Sccretary of the Senate
Mr. Patrick Murphy, Chief Clerk of the House of Representatives
Mr. Paul Marinac, Revisor of Statutes

Altachment
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STATE OF MINNESOTA

Office of Governor Mark Dayton
130 State Capitol + 75 Rev. Dr. Martin Luther King Jr. Boulevard + Saint Paul, MN 55155

May 30, 2017

The Honorable Kurt Daudt The Honorable Paul E. Gazelka
Speaker of the House Senate Majority Leader

Room 463, State Office Building Room 3113, Minnesota Senate Building
St. Paul, Minnesota 55155 St. Paul, Minnesota 55155

Dear Speaker Daudt and Majority Leader Gazelka:

[ am signing into law the nine so-called “Budget Bills," in order to forestall a bitter
June showdown over a State Government shutdown, | have strong disagreements with certain
provisions in every one of those bills. However, having been through twenty tumultuous days
in July 2011, I understand the enormous uncertainties and disruptions that even the threat of
another shutdown would cause for many thousands of Minnesotans. 1 also know from prior
experience that it is extremely unrealistic for any of us to imagine we would achieve any
better results from protracted budget negotiations well into June.

I will allow the tax bill to become law without my signature. I will not sign it,
because of very major objections | have with certain provisions in it. However, [ cannot veto
it, because of the "poison pill" provision you snuck into the State Government bill, which
attempts 1o eliminate all funding for the Minnesota Department of Revenue in Fiscal Years
2018 and 2019, if the tax bill were not enacted.

I consider this provision, snuck into the State Government bill without my
knowledge, to be a reprehensible sneak atlack, which shatters whatever trust we achieved
during the Session. Now | understand why you made it almost impossible for my staff and me
lo obtain drafis of your bills' language, sometimes not until minutes before they were brought
to the floor for passage.

I will not risk a legal chailenge to the Department of Revenuc’s budget and cause
uncertainty for its over 1,300 employees. Because of your action, which attempts to restrict
my executive power, | am left with only the following means o raise my strong objections to
your tax bill, which favors wealthy individuals, large corporations, and moneyed special
inicrests at the expense of the State of Minnesota's fiscal stability in the years ahead.

Thus, T am linc-item vetoing the appropriations for the House and Senate in FY 18/19
and FY 20/21. Your job has not been satisfactorily completed, so [ am calling on you to finish
your work. However, [ will allow a Special Session only if you agree to remove the following
provisions, which are extremely destructive to Minnesola's future:

1. Eliminate the Tobacco Tax Breaks. In 2013 1 proposed, and the Legislature
passed, an increase in cigareties and other tobacco products, first to help resolve
a projected $623 million deficit in the coming biennivm; and second, to
discourage people from smoking; and, especially, to discourage young people EXHIBIT
from beginning to smoke, The tax increases achieved both intended resuits. g G
o
3

Voice: (651) 201-3400 or (800) 657-3717 Fax: {651} 797-1850 MN Relay (800} 627-3529
Website: hitp:/ / governorstate.mn.us An Equal Opportunity Employer
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The FHonorable Kurt Daudt and Paut Gazelka
May 30, 2017
Page 2

This bill's tax breaks for tobacco would cost the State Treasury an estimated $13.8
million in the FY 18/19 bicnnium, $39.7 million in FY 20/21, and cven more in subsequent
years.

Especially galling, and indefensible, is the tax break for premium cigars, at a cost of
$6.9 million over the next two bicnniums. [ ain appalled that there was not enough money left
afier you satisfied your priorities to expand the Working Family Credit in FY 18/19 or to
further increase the Child Carc Tax Credit for working parents; yet, you could find room to
sneak in a special tax break for premium cigars for some special, moneyed [riends.

2. Cancel the Estate Tax Exclusion Increase. There is already a $2 million tax
exemption for the cstates of the wealthiest Minnesotans and a $5 million tax
exemption for farmers and family-owned businesses. Increasing the regular
exclusion by another $1 million would benefit only a handful of the richest
people in Minnesota at a cost to the State of $34.8 million in FY 18/19,374.5
mitlion in FY in FY 20/21, and even more in years following.

Whether the State Exclusion is $2 million or $3 million, those millionaires, whose
preoccupations are to avoid paying taxes, will continue to find other states, who offer them
better Estate Tax avoidance. It would require raising the exclusion to the federal level of $5
million to achieve parity, and that cost would be prohibitive. Reducing state revenues by
$109.3 million from the richest Minnesotans to little public benefit is extremely ill-advised.

3. C-1Properly Tax Freeze. [ support excluding the first $100,000 of business
property from statewide property laxes despite its high cost of over $85 million
in the next bicnnium. However, freezing the levy has disastrous effects in future
years, cosling tlic State almost $85 million in FY 20/21 and even more in years
following. Over the next ten years, the total revenue loss to the State would be
over $1 billion.

Look at the attached analysis of forecast uncertainties, prepared by the Department of
Management and Budgel. Even a moderate national recession would reverse Minnesola's
hard-carned fiscal stability. That billion dollars in revenue is essential to our State's financial
security.

Tax cuts are politically appealing and much appreciated by those who receive them.
However, their total cost (o the State must be responsible, not just for tomorrow but also for
the days, weeks, and years that will follow. This principle was violated with tax breaks in
2000 and 2001, which helped cast State Government into serious and repeated budget deficits
soon thercaliter, :

When | became Governor in January 201 1, the State faced a projected $6.2 billion
deficit over the coming biennium, Over the next four years, we went through a very difficult
and often painful process to restore our fiscal integrity: to re-establish structural budget
surpluses, to pay back the over $2 billion owed our school districts, and to eliminate many
shifts and other gimmicks. I refuse Lo aliow the State's financial security to be jeopardized by
excessive tax giveaways, which do not benefit most Minnesotans.
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It is unfortunate that your last-minute legislative treachery has left me no other option
but either to passively permit those tax provisions o become law and decimate our future
financial solvency, or to tuke this action. However, the future well-being of our children and our
grandchildren is at stake. | will not willingly aliow their futures to be jeopardized.

4, Driver’s License Provision. There is another provision, which [ insist you agree to
remove, before 1 will call a Special Session. The new language in HF 470, which
prohibits undocumented immigrants from obtaining drivers licenses is, as [ have
said repeatedly, completely redundant and, therefore, unnecessary. Severat different
legal opinions have stated to me that current law does nof allow my Administration
to make such a change, without action by the Legislature.

Thus, this provision is nothing more than a strategic altack against people, many of
whom have lived in this country for a fong time, and most of whom are living responsible lives
and contribuling to our growing state economy. Your intent to further divide our evermore
diverse population might be politically advantageous to you (it must be, or you wouldn't have
done it); but it is destructive to the future well-being of the people of Minnesota.

5. Teacher Licensure Provision. ! also insist that you re-open and re-negotiatc the
Teacher Licensure provisions in IIF 2. The integrity of Minnesota's professional
teaching standards is of paramount importance to all of our state's licensed teachers
and to ensuring the quality of teachers, educating all of our children. While [
support improving Minnesota’s system of teacher licensure, some provisions
undermine the high professional standards that have served Minnesota's
schoolchildren extremely well.

Il

Mark Dayton
Governor

1 will await your response.

cc: Senator Thomas M. Bakk, Senate Minority Leader
Representative Melissa Hortman, House Minority Leader
Representative Greg Davids
Senator Roger Chamberfain

Attachment
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m  MANAGEMENT
i1 AND BUDGET

Notes on Risk and Uncertainty for Minnesota FY 2018-19 Revenues
May 15,2017
What happens to the revenue forecast if a recession starts?

e During the last two relatively mild and short (8 months each) U.S. recessions, we lowered our
revenue forecast for the current biennium on average 4.5 percent from one February to the next
(so, over 12 months).

o We lowered our revenue forecast by 0.5 percent in the 1990-91 recession and by 8.6
percent in the 2001 recession.

o The Great Recession of 2007-09 is too much of an outlier to use as a comparison here.

o If this year we were to face an experience similar to the average of those two recessions, we
might lower our forccast for FY 2018-19 revenues by about $1.9 billion (4.1 percent) in
November 2017, and then by another $200 million (0.5 percent) in February 2018. That would
be a $2.1 billion (4.5 percent) forecast reduction over 12 months.

o With significant impacts on financial income, especially capital gains, the 2001 recession
was much harder on Minnesola revenues than the 1990-91 recession. If this year we were
to face a similar experience Lo the 2001 recession, we might lower our forecast for FY
2018-19 revenues by about $3.4 billion (7.5 percent) in November 2017, and then by
another $500 million (1.2 percent) in February 2018. That would be a $3.9 billion (8.6
percent) forecast reduction over 12 months.

o If this year we were to facc a similar experience to the 1990-91 recession, we might
lower our forecast for FY 2018-19 revenues by about $230 million (0.5 percent) by
February 2018.

o These estimates include all sources of revenue forecast risk, including both economic risk
and our own forecast error.

o These estimates do nof include the impact of a recession on expenditures. Demand for
public services tends to increase during an economic downturn, putting pressure on state
government spending,.

ITow far off can revenuces be by then end of the biennium?

e In February, we forecast total FY 2018-19 revenues to be roughly $45.7 billion. If our February
2017 forecast is aboul as accurate as our average forecast, the range of closing values for FY
2018-19 (otal revenues is $45.7 billion plus or minus $2.4 billion (5.4 percent). That is, revenues

Page 1
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could end up as low as $43.2 billion or as high as $48.1 billion. (Values do not add due to
rounding.)

o Our average error for 29-months-ahead forecasls is plus or minus 5.4 percent of non-
dedicated revenues. We calculated the average over 13 biennia.

o More information is in our March 2017 Revenue Forecast Uncertainty Report:
hitps://mn.gov/mmb-stat/000/a/{orecast/201 7/{ebruary-forecast/forecast-uncertainty-

report-full.pdf

Page 2
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State ex rel. Mattson v. Kiedrowski | Cases | Minnesola | Westlaw

Distimguished by Stalz 2x rel, Sv gguiny. Hanson, MinnApp |, May 22, 2007

- Zirignalimane of L91 NW.2d 777 (PDF)

State ex ral, Mattson v. Kiedrowski
Supremo Court of Minnesota,  Augusl B, 1986 3BT NW2d 777 (A mux 1TRsges)

STATE of Minnesota ex rel. Robert W. MATTSON, Treasurer of the State

of Minnesola, Petitioner,
Y.
Peter J. KIEDROWSKI, Commissioner of Finance of the State of
Minnesota, Respondent.

No. CX~85--1952.
Aug. 8, 1986.

Original proceeding was institulad on a petiion by the Stale Treasurer for a writ of quo
warranto to require the Commisg.oner of Finance fo cease and desist usurping duties of
Stale Treasurer, The Supreme Courl, Scott, J., held that stalule by which the legislature,
n special session. transferred most of the responsibilities of the State Treasurer, an
executive officer, lo lhe Commissioner of Finance, a statulory posilion, though allowing
the Stale Traasurer to retain certain miscellaneous dulies, operated to transfer all of the
State Treasurer's independent power over the receipt, care and disbursement of state
monies, functions that constituted lhe very core of the offce, and was unconstilutional as
amounting to a transfer of inherent or core functions of an executive officer 1o an

appo nted official.

Writ 1ssued.

Yetka, J.. concurred specially and filed opinion in which Simonelt, J,, joined.

West Headnotes {5)

P el E T

Constifutional Law Encroachment on Excculive

Provision of the Constitution to effect that the dulies of the state executive
offices “shall be prescribed by law™ does nol allow the legislature lo transfer
-nherent or core functions of execulive officers to appointed officials. M 5.4,
onsl. Art. 5, § 4.

5 Cases that cile this beadnote

Constitutional Law Encroachment on Execulive

Authority of the legislature to prescribe dulies for the execulive officers, though
including the power to change, from lime to lime, such duties as the public
health and welfare demand, does not include the power to transfer functions of
executive officers that canstitule the very core of their offices. M.S.A Canet
At 5, §

Constitirtkgnzl Liw Encroachment on Executve

Mandate in the Constitution that the executive department consist of a
governor, lieutenant governor, secretary of state, audilor, treasurer and
attorney general impiicilly places a limitation on the power of the legislature {o
prescribe the duties of such offices. M S.A. Const. Art. 5. §§ 1, 4.

! Cases Hai cite this headnote

Filed in Second Judicial District Court
6/5/2017 12:23:54 PM
Ramsey County, MN

SELECTED TOPICS

Soparabon of Powars
Serurn Fund Agprepoation
Stales

Gpernment and Officers
Power of Canntiyhonaly Ceaaled Excouive
Aqgerncy

Sacondary Sources

APPEMNDIX [V: ADMINISTRATIVE
LETTER RULINGS: DOL., WAGE AND
HOUR DIVISION

LSA Emp, Exemplion Hdbk Appendix IV

.{Tho following article appeared In the July
*905 update lo the Employer's Guide to the
Far Lobor Slandards Act, published by
Thermpson Publishing Group, itis intended o
roviie basic informationonc ..

F820 PRIVACY SAFEGUARDS

Employer's Guida 10 the Heotth nsurance
Portabilty and Accountability Act 1820

. HIPAA'S privacy rules, originally issued in
2000 and amended in 2002, forced changes
to the way employers' group heakh plans, as
wel as ther service providers and msurers,
handia and transmit infor .,

APPENDIX Il - FEDERAL
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Guide lo Good Climcal Prac, Appendux |
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BRIEF FOR ETITIGNERS

14999 WL 1079965

In Matter of Vesitation 9f Natake Anno Troxl,
Isabolie Rode Troxel. Mnors tenifer Troxel,
Gary Troxerv, “ormimie Granville

Supreme Court of 1he Uniled States

Hov, 12, 1999

..The opmion of tho Supremo Caurt of
Washington, winch i reparied at 137 Wn, 2d
1, 969 P.2d 21 (1998}, is reprnted n zho
appendix 16 tho pelmen for wril of certioran
("Pel, App.”) at pp. 12-542, T .

JUINT APPENDIX, wOL. |

2015 WL BB1797

James Oterqalol, ot al, and Brittani Henry ¢t
A, Petiboners, v Richard Hodges Diroclor,
Ohio Department of Heatn, ef al.,
Raspondonts, Valeria Tance. ¢t al..
Petioners, v, Wiliam Edward Bl Haslam,
Govemor ol Tennessce etal Respondents.
Gregory Bourko. ot al. and Fimothy Love, el
al., Potdioners. v. Stevo Boshaar, Govntnor of
Kuntucky, ot ol.. Respondents

Supremo Court of iha Unrtod States

Feb. 27, 2015

.FN* Counsel of Record FN* Not agmiltod in
0.C., supervised by Ropes & Gray sartners
wha are members of the D C Bar [Flea:
17119413) ), Jamaes Obergolell, under 28
U.5.C. §1746, doclare under the ponal...
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Stale ex rel. Mattson v. Kiedrowski | Cases | Minnesota | Wesllaw

4 Constitutional Law Encroachment on Execul v
States Particu:ar exccutive officers
Statute by which the legislalure, in special session, transferred most of the
responsibilities of the Slate Treasurer, an executive officer, to the
Commissioner of Finance, a stalutory position, lhough allowing the State
Treasurer to relain certain miscellaneous duties, operaled lo iransfer all of the
Slate Treasurer's independent power over 1he receipt, care and disbursement
of state monies, functions that constituted the very core of the offce, and was
unconstilutional as amounting {o a transfer of inherent or core functions of an
exacutive officer 1o an appointed official, Laws 1985, 1st Sp.Sess..¢. 13, § 1 et
seq.; M.S.A. Const, Art. 5, 8§ 1, 4; Art 9, § ! el seq.

7 Cases that cile this headnote

5 Slales Transier
Funds apprapriated for functions and positions of {he State Treasurer's office,
invalidly transferred by statute 1o the Commissicner of Finance, were lo be
added to the appropriation of the State Treasurer's office for the fiscal year in
guestion upon return of the functions and posilions io the Stale Treasurer.
Laws 1985, 1st Sp.Sess., c. 13. § 1 et seq.; M S.A Const Art 5,35 1, 4; A, 9
§ 1 et seq.

1 Case ihat cites Lthis headnole

778 Syllabus by the Court

As it ralates to the Stale Treasurer, Chapter 13 of the 1985 Minnesota Spacial Session
Laws violates Section 1 of Article V and Section 1 of Artic.e |X of the Minnesota
Constilution. The functions and positions of the Stale Treasurer's Office ransferred by
lhe statute lo the Depariment of Finance are to be returned to the Slate Treasurer and
the funds appropriated for such transferred functions and pos lions are io be added to the
appropriation of the Stata Treasurer's Office for fiscal year 1987,

Attorneys and Law Firms

Wayne Olson, Minneapoilis, for petitioner,

Hubert H. Humphrey, IIl, Atly. Gen., Kent G, Herbison, Chief Deputy Alty. Gen., St. Paul,
for respondent.

Heard, considered and decided by the court en banc,
Opinion
SCOTT, Justice.

Robert W. Mattson, Treasurer of the Stale of Minnesota, petitions this court 1o issue a writ
of quo warranto to Peler J. K:edrowski, State Commsstoner of Finance, directing the
Commussioner lo cease and desist usurping the duties of the State Treasurer under the
color of authority of Chapter 13 of the 1985 Minnesota Special Session Laws. Maitson
contends that, as it relates lo Ihe Stale Treasurer's Office, Chaplar 13 is unconsttutional
in that it abolishes, in effect. his executive office. We agree and, accordingly, issue the
writ to the Commissioner. !

In 1985, the legistature, in special session, enacled a statute, several provisions of which
transierred most of the responsibilities of the Stale Treasurer, an executive officer, to the
Commussioner of Finance, a statutory position. Act of June 27, 1985, ch. 13, § 13, 1985
Minn Laws 2082.2 The legislature, by this act, did not dsslurb the State Treasurer's
posil'on on the State Board of Investment, the composition of which is mandated in Article
11 of the Minnesota Constitution, nor did it strip the State Treasurer of the power, also
prascribed in Article 11 of the constitulion, to keep a separate record of the state bond
fund. The legistature retained the State Treasurer's position on the State Executive
Council, a body organized pursuant to state staiule, and allowed the Siate Treasurer to
receive a daily cash reconailiation report from the Commissioner of Finance. All other
ijuties of the Slate Treasurer, however, were Iransferred to the Commissioner of Finance.
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relating to the receipt of state monies. Prior to the passage of Chapler 13, monias 779
received by stale agencies, which included tax revenues, federal aids, sales of services,
debt instrument sales, and hcense plate fees, were batched together by the racipient
agency and forwarded lo the Slate Treasurer's Office, along wilh a tape calculation of the
amount of the ilems in each batch. The State Treasurer issued a receipt to each agency
that forwarded such batches and verified the total of each bateh by recalculating the tape
totals. The Slale Treasurer's Qiiice recounted the cash wmn each batch 1o verfy the
agency's tolals and placed the cash in the State Traasurer’s stalulory revolving fund.
Checks found in the batches were not separately counted by the Slate Treasurer's Office;
however, checks in the amount of $500,000 or more drawn on local banks were made
available by the State Treasurer's staff for inmediate investment, Deposils of such
chacks were made lhree times daily, The bank deposit slips were then fed into the Stale
Treasurer's computer, which printed out trial balance reports, These trial balance reports
were {orwarded to the Department of Finance, which used such information for budget
and accounting purposes.

Some of the monies received by slale agencies were not forwarded lo the Siate
Treasurer, but were direclly deposited in private banking inshtutions. The Slate Treasurer,
however, received the monthly statements of these and all slther bank accounts and
reconciied the bank stalements with records compiled by his slaff. These reconcilialion
reports were then balanced against information kept by the Depariment of Finance. The
Stale Treasurer also opened all of the state's accounts with private banking instilutions,
which were designated by the State Executive Council as depositories of state funds. The
State Treasurer's Office also approved the collaleral pledged by custodian banks.

Apart from these functions relating to the receipt of state monies, the "egislature. in
Chapter 13, transferred from the State Treasurer's Qffice authority over the disbursement
of sorme state funds. Prior 1o the act, the State Treasurer verified payments of some stale
funds to private vendors and stale employees. As warrants were presented by individual
panking institutions for payment, the State Treasurer compared the amounts of the
warranis to information forwarded by the Department of Finance. Warrants not consistent
with the Slate Treasurer's computer data were not honored. Any corfeclions or
adjusimenls were made by the State Treasurer, who Ihen directad the payment of the
warrants. In addition, the State Treasurer had responsibility for determining the amount of
state funds available for investment. The Stale Treasurar's decision was lypically based
on the amount of state funds in private banking institutions, as well as information
lorwarded by the Department of Finance. Two or three times each day the State
Treasurer notified the staff of the Stale Board of Investment of the amount of funds
available for investment. The Board decided haw to invest the funds and the State
Treasurer then disiributed the funds in accordance with the Board's wishes. Prior to
Chapter 13, the Slate Treasurer also managed the debt service funclion on all state bond
55ues, regularly calculating the amount of payments of princ-pal and interest and
d'recting payment on the due dates.

In addition to the transfer of dulies, the legislature, in Chapler 13, transferred several
positions from the Slale Treasurer's Office to the Department of Finance. Currently, ning
employees perform duties in the Department of Finance similar o those they previously
performed in the State Treasurer's Office. Tha legislature assigned Ihree full-time
employees and one pari-time employee to the reorganized State Treasurer's Office and
abolished seven and one-half positions that were, prior lo Chapter 13, assigned to the
Stale Treasurer's Offica.

780 On Qclober 17, 1985, lhe State Treasurer pel tioned this court for a writ of quo
warranto, contending thal the legislature’s transfer of his office’s duties and positions was
unconstitutional. We remanded the proceeding to the Ramsey County District Court for
findings of fact, In district court, the Slate Treasurer and Commissioner of Finance
slipulated lo facts concerning the transfer of duties and positions, and the district court
ncorporated the stipuialed facts into its final findings of fact, dated March 18, 1986.

Atforded with these findings of fact, we are now asked to determine the constitutionality of
Chapter 13 of ihe 1985 Minnesota Special Sess.on Laws as it relates lo the State
Treasurer's Office,

Our state constitution, in Article Itl, discusses the dislribulion of the powers af slale
government. It provides:
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The powers of government shaul be divided into three distinct departments:
legislative, executive and judicial, No person or persons belonging to or
constituting one of these deparimenls shail exercise any of the powers
praoperly belonging o eilher of the others excepl in the instances exprassly
provided in this ¢onslitulion,

Minn, Const. art. IIl § 1. Arlicfe V of the constilution establishes the executive department
of state government, it states that the department shall consist of a governor, lieutenant
governor, secrelary of state, audilor, treasurer and attorney general, all of whom are to
serve at the will of the electorate. iMinn, Const. arl. V, § 1. Although Article V prescribes
lhe terms of each of the offices, it does nol expressly detail, with the exception of the
governor, the duties of the officers. Section 4 of Atticle V merely provides: “The duties
and salaries of the executive officers shall be prescribed by law.”*

The provision in Adicle V prowiding that the dulies of the state executive offices “shall be
prescribed by law” is present in several other slate constilutions, Appeliate courts in these
junsdictions have consistently held that the prescribed-by-law provision does not allow a
stale legislature to transfer inherent or core functions of execulive officers to appointed
officials.

The Anzona Supreme Court, in Hudsan v. Kefiy, 76 Ariz. 255, 263 P 2d 362 (19333, held
that a state statule that transferred dulias of the state auditor, an execulive officer, (o the
state controller, an appointed offictal, was unconstitutional, Although the duties of the
stale audilor were not detaled in the constitution, the Arizona court noted that at the time
of the adoption of the stale conshitution the term "state auditor” was commonly
undersiood to connole a person who was an accountant of the state. These accounting
dulies, which consututed the core funclion of the constitutional office, could not be
transferred to an appeinted officer, The Arizona court noted:

In the instant case it appears thal Ihe legislature should have known that it
781 could not denude the office of its inherent powers and duties, even
lhough they had been prescribed by stalute, and leave the office as an
empty shell. Such attempts have uniformly been denounced by courts of
last resort.

Wi At 265, 253 P.2d at 368,
The California Supreme Court, in Love v. Baehr. 47 Cal. 364, 367 .68 (1874), staled:

Itis admitted ihat the Constitution conlains no express limitation on the
power of the Legislature in Lhis particular, But we think a limitation is
necessarily implied from the definition of the office. From the earliest
period of our history as a nation, almosi every State in the Union had a
Secrelary of Slata, Controller, Treasurer, and Attorney-General; and the
general nature of the duties pertaining to each were perfactly well known
to the framers of our Consiitution. It is clear beyond controversy, that in
establishing similar offices here, the framers of that instrument had
reference to the same general class of duties, which it was well known
pertained 1o such oifices elsewhers.

The lllinois Supreme Court noled in American Legion Pout No 279 v Barrett, 371 1. #8,
M 20 N.E.2d 45, 51 (1939)

ILis a rule frequently stated by this court, Ihat the General Assembly may
not take away from a constitutionat officer the powers or duties given him
by the conslitution. The constitution, by saction 1 aof article 5 prov des that
public officers, including lhe Stale Treasurer, shall perform such dulies as
rnay be required by law. Nothing n the constitution further defines the
duties of the Slale Treasurer. This court has held that those duties are
such as are to be implied from the nalure of the office and of them he may
not be deprived or relieved,

(Citations omulted.)

The Supreme Court of North Dakota noted in Ex Parte Curliss. 16 N D 170 176-77 114
PV 902, G965 (1:507):

We do not deny the power of the Legislature to prescribe dulies for these
officers, which power carnes with it by implication the right 19 change such
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duties from time to lime as the public welfare may demand, bul we deny ds Ramsey County, MN

power {o sirip such offices, even temporarily. of a portion of their inherent
functions and transfer them lo officers appointed by central aulhorily,

1t These decisions of other jurisdictions are not, of course, binding on us 0 this case.
They do, however, represent a majority position on lhe issue presented to us here, We
conclude that the determination of these courts thal state execulive officers possess core
flunctions applies equally lo our own state constilutional framework of the executive
department.

Under the prescribed-by-taw provision of Aric’¢ V, the legislature has the authorily 1o
prescribe duties for the execulive officers, and this authority includes the power to
+hange, from time to time, such duties as the public health and welfare demand. Indeed,
since the time of stalehood Lhe legistalure has changed Lhe dutigs of stale executive
officers, including those of the State Treasurer. In 1858, for example, the legislature
required that the State Treasurer "safely keep all public moneys." Act of August 12, 1858,
ch. 59, § 2, 1858 Minn.Laws 136, In 1874, however, the legislature enacted a law
providing for the Iransfer of the state depository from the State Treasurer's Office to
depository accounts in private banking institutions, such institutions to be designated by
the State Treasurer, Act of March 9, 1874, ch. 11, § 1, 1874 Minn.Laws 125-26, In 1901,
the legislature crealed a board of deposit to designate the banking institutions in which
state funds were to be deposited. Act of Aprit 4, 1901, ¢h, 140, § 2, 1901 Minn.Laws 176.
The 1925 leqgislalure transferred this duly of the board of deposit 1o a newly-crealed
axecutive council, of which the State Treasurer was a member. Act of April 25, 1925, ch.
426, art. Il, 1925 Minn Laws 756-57.

2 llis argued that. ke the statutes that have previously changed the dulies of the
Stale Treasurer, Chapler 13 is a vald *782 exercise of the legistalure's power to change
lhe duties of stale exacutive officers in light of public health and welfare demands, We
tannot agree. The previous statules changing the duties of the State Treasurer, including
ihe comprehensive 1973 act creating the Deparimenl of Finance, see Act of May 21,
1973, ¢h. 492, 1973 Minn.Laws 1081 (codified at Minn.Stat. § 16A.01-.80 (1984)),
merely modified certain functions of the State Treasurer's Office. Chapter 13 goes much
further. It transfers all of the Slate Treasurer's independent power aver (he receipl, care
and disbursement of state mon.es, functions that conslitute the very core of the office.

Funclions relating to the receipt, care and disbursement of stale monies define the
treasurer position and separate it from the other executive offices of state government
eslabiished in our constitution. In creating the office in Section 1 of Article V, the draiters
of our constitution must have had these core functions in mind, for nearly every state in
the union in 1857 had a state treasurer and the nature of the dulies pertaining to the
office was weil-known,

3 Although the prescnbed-by-faw provision of Arlicle V affords the legislature the
power, in light of public heallh and welfare concerns, to modify the dulies of lhe state
exacutive officers, it does not authorize legistation, such as Chapler 13, thal strips such
an office of ail its independent core functions. The mandate in Section 7 of Article V, that
the executive department consist of a governor, feulenant governor. secretary of state,
auditor, treasurer and attorney general, implicitly places a limitation on the power of the
legislature, under Seztin 4 of Artiela W, lo prescribe the duties of such offices. The
himutation is implicit in the specific tilles the drafters gave to the individual offices. 3

This is not lo say that the legisiature could not name officials lo perform some of ihe care
functions of an execulive office; core functions of such offices can be shared with
slatutary officials. The limitation implicit in Section 1 of Article V serves only lo prevent the
legisiature from abolishing al of the independent functions inherent in an executive office.
To allow ihe wegislature to abolish all such funclions of an execulive office is 1o allow it to
do vigtence 1o the title the draflers afforded the affice and the core functions necessarily
mplied therefrom.

4 Rather than conferring all execulive authorily upon a governor, the draiters of our
constilution divided the executive powers of slate government among six elected officers.
This was a conscious effort on the parl of the dralters, who were well aware of the
colonial aversion to royal governors who possessed unified executive powers. In granting
the legislature the power to prescrbe the duties of such executive officers in Arlicte V, {he
draiters couid not have inlended to afford the legislalure the power {0 abokish these
offices by statute. In Articio 1X, the drafters enumerated the only procedure by which such
offices could be elimnated. ihe consiitutional amendment process. By slatulonly 12 3
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n effect, abolishes that office, and the will of the drafters, as expressed in Article 1%, is
thereby lhwarted.

Admittedly, the State Treasurer still has some rniscellanecus duties under Chapter 13. He
is a member of the Slate Executive Council and the State Soard of Investment, He also is
required to keep a separale record of the state bond fund, although this duty may be
somewhat difficult to carry out in hght of the fact that most, -f not all, of the financial
nformation formerly kept by the State Treasurer's Office has been transferred to the
Depariment of Finance. These very minor duties aside, there is httle doubt that the Office
of Stale Treasurer now stands as an emply shell, *783 Although the office has never
been a major policy-making position, it did, prior to the effective date of Chapter 13,
ancompass independent functions relaling to the receipt, care and disbursement of stale
monies; its core functions wera left inlact.

We must give meaning to Section 1 of Articie V¥, as well as Artidle 1X. We staled in Sials
x el Cnase v Babcock, 175 Minn, 103 107. 220 N.W 408, 410 {1928): “The rules
governing the courls in construing articles of the State Conslitution are well setlled. The
primary purpose of the courts is to ascertain and gve effect 1o the inlention of tha
Legislature and the people in adopling the article in question.” To permit the legisiature to
gut an executive afiice as it did in Chapler 13 is to hold that our state constitution ks
devoid of any meaningful limitation on legislative discretion in this area.

It is evident from the legistative histary of Chapter 13 thal the provision transferring most
of the funclions and positions of the State Treasurer's Office to the Department of
Finance was not a product of serrous discussion of the rote of a state Ireasurer in modern
slale government, No constilutional study was commissioned, as has been done in the
past.s nor were any data gathered on the financial operations of state government and
the state freasurer's role, if any, in thal process.” It appears that Chapter 13 was
precipitated by the actions of the individual occupying the state treasurer position. The
ndwidual, however, was duly elected by the people of this state in accordance wilh Aricle
V of our state constitution. If the individual occupying the office should be removed, the
legislature has at its disposal the impeachment process of Article VL. If the position is no
longer warranted for lhe efficient administration of stale government, the legisiature can
presant to the peaple, :n accordance with Article IX, a constitutonal amendment
aliminaling the office. The draflers did nol, however, give lhe legislature the option of
stalutorily abolishing this state executive office. Such a remedy lies only with the people.

6 We hold that Chapter 13, as it relates to the Siate Treasurer, violates Section 1 af
Article V and Section 1 of Arlcle 1X of the Minnesota Conglirul 56, The funclions and
posilions of the State Treasurer's Office that were transferred by the 1985 act to the
Department of Finance ars to be returned o the State Treasurer and the funds
appropnated to the Department of Finance for such transferred funclions and positions
are 10 be added to the appropriation of the State Treasurer's Office for the fiscal year
1987.9

Lel the wril issue. ?

YETKA and SIMONETT, JJ., cancur specially.

YETKA, Justice {concurring specially).

I concur in the majority decision and agree that, having decided the case on the division
of powers doctrine, it is not necessary lo decide the second issue, namely, whether
Chapter 13 special laws of 1985 v-olates Mirn. Const art 1. 5 1F, which stales: "No taw
shall embrace more than ane subjecl, which shall be expressed in ils title.”

This court should. and has, exiended great deference to the legislature and has indicated
that this provision should be kiberally construed in favor of upholding the constitutionality
of an act.

784 Early cases decided in the 19th century explain the purpose of the aforesaid
provision in the constitution. The function of the title requirement 1S to provide nolice of
ihe interest likely to be aifecled by the law in order to prevent surprise and fraud upon the
people and the legislature so thal provisions in a bill are not wratten in such a way Lhal he
lilts gives no suggestion of the nature of the proposed legislation. See Jonhnson v
Hoarccon, 4T Kinn, 505, S0 MW 923 (1491), We have also set out the reason behind the
requirement that each law embrace bul a single subject. In State v. Cassidy, 22 Mnn, 312

1375, we said: 1 24
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The well-known object of this section of the constitution, which declares that “no law y County

shall embrace more than one subject, which shall be expressed in its title,” was to
secure o every dislinct measure of legrsialion a separale consideration and decision,
depondent solely upon its individual merils, by prohibiling the fraudulent inserlion
therein of matters wholly foreign, and in no way relaled lo or connecled with its subject,
and by preventing the combination of different measures, dissimilar in characler,
purposes and objects, but united together with the sole view, by this means, of
compeling the requisile supporl {o secura iheir passage.

Id. at 322,

For years foliowing these earlier decisions, the legislature stayed within these restraints;
howeaver, beginning with post-World War 1l, the legislature was faced with an increasing
volume of business and an inabilty to complete its work within a legistative session, It
commenced almost regular special sessions, and it was then that large tax and
approprial:on measures in conference committees began to have different provisions
added thereto. Although the legislature did, for a time, at least in tax and appropriation
conference commitiees, attempt to resirict amendments to revenue-raising or
appropriation mallers, even though those matlers may nol have nsen on the floor of
either house. now all bounds ol reason and restraint seem to have been abandaoned. For
example, Chapter 13, the subject of this appeal, is an act which contains 378 sections
and is 273 pages iong. Iis utle alone covers two pages. It deals with a number of
disparate subjects: appropriation provisions, a seclion creating a councit on Asian-Pacific
M-nnesotans, a seclion dealing with the revisor of statutes, ona relaling to agricultural
land, ane containing amendments to the Minnesota Zoological Garden, one establishing
an Aspen recycling program, and many others. In Johnison v. Harrison 47 Minn. at 577,
50 N.W. at 924, we said: “[A]il matters treated of should fall under some one general idea,
be so connected with or related to each other, either logically or in popular
understanding, as lo be parts of, or germane to, one general subjecl.” It is very difficult to
see how this act complies with that restraint, We can cerlainly visuahze, in modern life
with the complexily of the legislation appearing before the legislature, the necessily of tax
conference commitiees to consider many different revenue-making measures to balance
the budget properly. We can wisualize the same situation occurring in appropriatons
where lasl-minute measures ray come up where it is necessary to amend the bill io
provide for matlers left unattended, but 1o add maltters fotally unrelaled to either taxes or
appropnations seems to me a clear wiolation of the constitution which 1his court should
not tolerate. The worm that was merely vexatious in the 19th century has become a
monster eating the constitution in the 201h,

Perhaps this court has been far (oo Jax in permitting the slippage to occur or perhaps the
nght case had not yet reached ihis court until now. it is noleworthy that none of the
parties has asked us to declare Chapter 13 unconstitulional in its entirety. Even the
treasurer asked that only that portion dealing with the abolishment of his office should be
so declared. It does seem 1o be particularly offensive that Ihe legislalure would attempt 1o
all but demohsh the treasurer's office not by a constitutional amendment or even by
separate stalute, but, rather, by resorting to the use of a *785 seclion of a so-called
garbage or Chnistmas tree bill to do se.

Parties refer to Chapter 13 as a garbage bill. This des‘gnation has been given to that type
of legislation where, near the tail end of a session, a group of individual ideas will be
combined into one bill 1o wrap up the legislalive business to avoid acling separately on
each. A Christmas tree bill has normatly been referred 1o, in lagislative jargon, as a bill so
drafied as to give a number of leqislators approval of their separate or pet projects in
order to galher suliicient voles to pass d. It seems to me thal Chapler 13 presents all the
objections that the constitution anginally intended 1o prohibit. It contains a number of
proposals which, if voted upon separalely, might have failed and encourages votes from
those whao strongly suppart some features, but might oppose others, Il all but bribes
members of the public, as well as public officials, to support the measure in order o see
their proposals resull in fulfi Iment.

What then should our answer be? Have the courts also been blinded by features
contained in various garbage or Christmas tree bills or simply has not the proper
challenge come before us? | hope il is the latter and not the former. Regardless, we
shouid send a clear signal 1o the legislature hat this type of act will nol be condoned in
the future. Garbage or Christmas {ree biiis appear 1o be a direcl, cynical violation of cur
constitution and however enticingly they may be drafled and whatever promises threy may
contain, we must have lhe will and the courage to resist the templalion ta affirm the

125

https:#1.next.westiaw.com/Document/ISbi2cc25eb311d983e7e9def08detiView/Full TexLhiml Airansition Type=UniqueDocliem&contextData=({sc. Search)8userE... 7/9



62-Cv-17-3396 Filed in Second Judicial District Court
6/5/2017 Slale ex rel, Matison v. Kiedrowski | Cases | Minnesota | Westlaw 6/5/2017 12:23:54 PM

Ramsey County, MN
legislalive action. It is clear to me that the more deference shown by the courts lo the y o

legislature and the more timid the courts are in acting against canstitutional
infringements, the bolder become those who would vioiate them. The courts of this nalion
and of the stale were uniquely given the autharity 1o prohibit infringements by either the
legislalive or execulive branch of the government of consuitutional rights vesled in the
people and denied those branches of the governmenl, If we do not act to protect the
public, who wili? It is our constifutional duty to do so. [t has been said that former
Prasident Harry S. Truman had a plaque on his desk winch said, "The buck stops here.”
We would do well to foilow his example,

| dectare that, while we recognize that modern times require modern methods of
legislating, it was never intended by our founding fathers that the legistature be able to
combine into one act a number of totally unrelated subjects. Thus, we should publicly
warn the legislature that if it does hereafter snact legislation similar to Chapter 13, which
clearly violates Minn. Const. art, IV § 17, we will nol hesitate 1o strike it down regardiess
of ihe consequences to the legislature, the public, or the courls generally, After all, the
legistature has, within its given powers, the right to prepare proper constitutional
amendmenls to submit to the people if it finds that existing constitutional restraints offer
severe impediments to its ability to perform effic ently, but it should not and cannol be
given the fiat lo gnora the conslilution, for then we will surely have despotism, a lyranny
the founders sought to preveni—a system not of laws, but of men,

SIMONETT, Justice (concurring specially).
| join in the spacial concurrence of Jusiice Yetka,

All Citations

I NW.2d 777

Footnotes

1 Section 2 of Article VI of lhe Minnesola Conslitution provides that this court
shall have original jurisdiction in remedial cases that are prescribed by law.
Wl nn Stat. § 480 04 {1984) confers original jurisdiclion on this court for the
issuance of writs of quo warranto. We have used such powers in the past,
See. e.g., Stale ax rol. Palmer v. Perpich, 289 Minn, 149, 182 N.W.24 142
(1971); State ex rel. Douglas v. Westfall, 85 Minn, 437, 89 N.W. 175 (1902),

[ 9

Section 13 of Chapter 13 provides, in part:

Except as provided in the Minnesota Constitution, article V: article XI,
sactions 7 and 8; and Minnesota Statutes, sactions 9.01%; 11A.03; and
16A.27, subdivisicn 2, the responsibilities of the stale treasurer are
transferred to the commissioner of finance under Minnesota Statutes,
section 15.039,

. Prior 1o July 1, 1985, the sffective date of Chapter 13, the Slale Treasurer's
Office employed 17 people: the State Treasurer; a deputy state treasurer; a
Fscal actiwiies officer, an execulive secretary; a senior accounting officer: 2
clerk-typist; two senior accounting clerks; an EDP operations technician; a
dala entry operalor; iwa cashiers; an EDP operations supervisor; a senior
accounting technician; a senior accounting cterk; an office services
supervisor; and an execulive, In addition, three positions were assigned 1o
the Stale Treasurer's Office, positions that were vacant on July 1, 1985, Of
these 20 positions that comprised the State Treasurer's Office on June 30,
1985, 9 were transferred to the Finance Departmenl and 3 % posilions were
assigned to the reorganized State Treasurer's Office; the state treasurer; an
executive assistant principal, a fiscal aclivities officer and a pari-time
axecutive secrelary. Accordingly, 7 ¥ positions were abolished by Chapter
13, althocugh Section 13 of the law stales that 7 positions in the office were
abolshed, See Act of June 27, 1985, ch. 13, § 13, 1985 Minn.Laws 2082,

In addition to the abolilion and transfer of pesiliens, the legislature, in

Chapter 13, reduced lhe Stale Treasurer's budgel from $584 600

appropreated for FY {fiscal year) 1985 (see Act of June 8, 1983, ch. 301, §

12, 1983 Minn Laws 1568), to $162,600 appropriated for FY 1986. For

FY 1987, 5163.700 was appropriated. See Act of June 27, 1985, ¢h, 13, §

13, 1985 Minn.Laws 2082. 1 26
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+ This language 1s from the Revised State Constitution of 1974. The
correspanding provision in the original Constitut £n of 1857 (arlicla V
seclion §) stated: “And the further dulies and salaries of said executive
officers shall each thereafter be prescribed by law."

o The first legislature, meeting in 1858, was well aware of the funclions
inherent in any ireasurer posilion. In prescribing the duties of the office, it
staled Ihat the Siate Treasurer was o “keep an accurate account of the
receipts and disbursements at the treasury * * *.” Act of August 12, 1858, ch.
59, § 6, 1858 Minn.Laws 137.

[ A const-lutional study commission was formed in the early 1970's lo
propose changes to the 1857 state constilution. A similar commission was
created in 1845,

Such a study was conducted in 1571 lo analyze the financial operations of
lhe stale, The result of this siudy was the creation of the Department of
Finance in 1973. See Act of May 21, 1973, ch. 492, 1973 Minn.Laws 1081.

3 For fiscal year 1987, $373,300 was appropriated to the Departiment of
Fmance lo cover the cost of such transferred furctions and positions,

i Because we issue the writ based on our conclusion that the slatule violales
Minn. Const. art. V. § 1, and Mian. Const. art, 1X, we need not discuss the
other challenges to the statute raised by the State Treasurer.

End of © 2017 Thomson Reuters Mo claim to origmal U.S, Government Warks.
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Establishing Budgets
Objective

To establish or modify legally authorized spending or coliection of receipts in the Statewide Integrated
Financial Tools (SWIFT). Topics within this policy include:

s Appropriations
» Expense Budgets and Allotments
s Revenue Budgets
» Roll Forward Authority and Budgeting
s Cash Flow Assistance
» Temporary Budgets for Direct Appropriations
Statute Statute Name
16A.14 Allotment and Encumbrance System
(https:/lwww.revisor.mn.govistatutes/?id=16A.14)
16A.15 Accounting System; Allotment and Encumbrance
(hitps://www.revisor.mn.gov/statutes/?id=16A.15)
164.28 Treatment of Unused Appropriations
{https://www.revisor.mn.gov/statutes/?id=16A.28)
16A.129 Cash Flow Assistance
(https://www.revisor.mn.gov/statutes/?id=16A.129)
Policy

Session law or state statute provide the authority for state spending. An appropriation gives an agency
the authority to spend. The sources of funding for an appropriation are typically: state direct appropriation,
federal grants, dedicated receipts, or bond proceeds. Spending is controlled at the appropriation level and
managed through expense budgets. Appropriation accounts are established prior to the beginning of
each biennium. Some appropriation accounts (i.e., dedicated appropriation accounts without spending
limits, open appropriations and appropriations for carryforward funds) can be established prior to the
enacted budget. Other appropriation accounts (i.e., dedicated appropriations with spending limits,
conditional appropriations, capital appropriations and direct appropriations) must be established after the
budget is enacted. Throughout the biennium, new appropriation accounts or changes to appropriation
accounts may be required as the result of legislation, new federal grants or other agreements. Central
guidance on establishing appropriations is typically disseminated by MMB at certain points of the
biennium, including but nat limited to the beginning of the new biennium and after each legislative
session,

Any adjustment to an appropriation after the budget was officially approved should be made to the
Current Appropriation Amount. To ensure that the change is reflected in the Current field of the
Appropriation Overview, the Budget Entry Type must be set to Adjustment in header of the SWIFT budget
journal otherwise the change will be made to the Original Appropriation.
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The estimated and actual amounts in Appropriation Sources and Uses should be set-up as soon as is
possible and kept current with expectations.

Appropriation Sources and Uses:

Sources: Appropriated, Estimated Receipts, Collected Receipts, Roll Forward In, Anticipated
Transfers In, Actual Transfers In

Uses: Roll Forward Out, Anticipated Transfers Qut, Actual Transfers Out, Allotted, Pre-
Encumbered, Encumbered, Expended, Reduction, Cancellation

Establishing an appropriation not currently in SWIFT requires an agency to submit an appropriation form.
The form, completed by the agency, is reviewed and approved by an Executive Budget Officer (EBO) and
is entered into SWIFT by Agency Assistance. Any increases or decreases (including cancellations and
reductions) in established appropriations do not require submitting a form to MMB and can be entered
and approved electronically in SWIFT, however, agencies do need to submit a form to update the legal
citation field. Once an agency’s direct appropriations have been established and confirmed in the SWIET
by July 31 of each odd-numbered year, any subsequent changes to the appropriation amount should be
made as an ‘adjustment,’ rather than a change to the ‘original’ amount.

Where applicable, the following conditions must be met when establishing appropriation accounts:

*  All appropriations must have the correct legal authority in session law, state statute or court
ruling.

* Each federal program must have at least one separate appropriation (i.e. each appropriations
account must have a unique CFDA number). If more than one appropriation is required for a
federal program, the Appropriation ID's (ApproplD) name should indicate a relationship.

* Agencies are required to creale separate appropriation accounts in order to distinguish dollars
eligible for carry forward from those that cancel at fiscal year-end.

* Agencies must create at least one separate appropriation account for each law or statute that
authorizes spending of dedicated receipls.

» Agencies with dedicated revenues that are direct appropriated must create two appropriations. A
control appropriation that collects the revenue and an expenditure appropriation. The control
appropriation will transfer the direct appropriated amount into the expenditure appropriation.
These types of appropriations are very unigue.

 If an agency’s direct appropriation amount is to be split into several appropriation accounts, the
sum of all individual accounts must equal the total appropriated amount for the specific legal
citation,

*  All'appropriation accounts must be entered into the accounting system in the fiscal year in which
the funds are appropriated by law.

* Session law or state statute may limit the spending of dedicated receipts. When establishing
these accounts, agencies must indicate that a dedicated receipt cap is required.

* Legislation with riders with specific line item appropriation amounts stated under and apart from
the main subdivision amounts must be established as separate appropriation accounts in order to
establish the correct legal level of budgetary control.

* Appropriations for programs or projects that have been funded previously, but have a different
availability of funds, must be established in a separate appropriation account in order to better
manage end dates of accounts.

All appropriations must have certain attributes in order to be established:

e Each appropriation account must have budget authority in order to limit authority on budgeting,
pre-encumbrance and encumbrance. In addition, the budget authority option limits the spending
authority on expenditures and transfers.
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* Appropriation accounts are required to have type codes to determine treatment of funds at the
end of the fiscal year.

* Depending on the fund in which the appropriation account is being established, the account may
need a legal level of budgetary control code. Generally Accepted Accounting Principles (GAAP)
requires a Legal Level of Budgetary Conlrol (LLBC) report that demonstrates that spending by
agencies is within authorized limits and is in compliance with appropriate laws.

= Dedicated revenue, direct appropriated accounts must include the ‘Ded Rev Dir Approp' attribute,
The code ‘C' is for the control/revenue appropriation. Code ‘E’ is for the expenditure
appropriation.

+  Every appropriation account must have a Budget Program and Budget Activity code assigned to
it.

An appropriation must contain at least one valid legal citation.
* The same ApproplD may not be set up more than once in the same budget fiscal year and fund.

Appropriation Structure

Two required fields of an appropriation are an AppropiD and a Financial Department ID {Fin DeptID). An
Approp |D is made up of 7 characters. The first three are the agency code and the remaining four
characters are up to the discretion of the agency. AppropID must be unique by fund, Fin DeptlD, budget
program and budget activity. The Fin DeptlD is made up of 8 characters. Like the ApproplD, the first three
characters are also the agency code. The fourth character is the budgetary level indicator and is always a
“1" at the appropriation level. The remaining four characters are also up to agency discretion. A main
objective of the Fin DeptID is that it is used to establish organization level.

The timing of establishing appropriations can be categorized into two types:

1. Appropriations established prior to the enacted budget (i.e., dedicated appropriation accounts without
spending limits, open appropriations, and appropriations for roll forward funds); and

2. Appropriations established after the budget is enacted (i.e., dedicated appropriations with spending
limits, conditional appropriations, capital appropriations and direct appropriations).

Some of the important attributes of an Appropriation that are defined below are: appropriation type code,
budget authority option, and LLBC Codes.

The appropriation type of the appropriation determines treatment at year-end closing.

Appropriation Type Code Year-End Treatment
01 - Regular Direct appropriation that cancels at the end of the year, Use could
be for a grant with only one year of availability.

02 - Continuing This appropriation doesn't close or carry forward funds from one
Budget Fiscal Year to another. Budget Fiscal Year remains open
until end date. Primarily, used for capital projects (e.g., bonding).

03- Special Direct Direct appropriation that carries forward past the second year of
the biennium. (An example of use is for a8 General Fund
appropriation that is available until expended.) if the appropriation
has an end date, the final year is converted into a type 01.

04 - Special Dedicated Used for appropriations not limited to the fiscal year. Typically
used for federal grants and dedicated receipts with no direct
appropriated amounts. Unobligated balances are rolied forward
into the next year. The legal citalion is usually a Minnesota
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Appropriation Type Code Year-End Treatment
Statute,
05 - Biennial Typically, legai citation is from Session Law and it is a direct

appropriation. Rolls forward from the first year of the biennium
and in the second year of biennium any remaining unobligated
balance cancels.

06 — Open Intended to provide funding to allow expenditures to meet
program requirements. Appropriation will be reduced to equal
actual expenditures at the end of the year. Clear legal authority
must be provided.

07 - MnSCU Alternate Close Appropriation type that allows MnSCU to post to prior pay period
after fiscal close. Used for MnSCU campuses with faculty that
needs this authority.

08 - Education Aids Alternate Appropriation type allows the Department of Education to keep
Budget Close open their Education Aid appropriations past fiscal year close.
Education aids are paid out based on pupil and demographic
data collected from school districts; therefore, MDE is provided
an additional 15 months after fiscal year end (June 30th) to make
clean-up payments or collect overpayments from districts.

99 - Non Dedicated Receipt This ApproplD is used for Non-dedicated (*Un-appropriated”)
Fund level deposits. Requires filling out an AP form to identify
budget program and budget activity. This ApproplD is unaffected
by close and once a form is filled out for a current Budget Fiscal
Year, it does not need to be filled out again in the following years.

Budget Authority Option:

This field is used to limit authority on budgeting, pre-encumbrance and encumbrance. In addition, it limits
the spending authority on expenditures and transfers.

A = Appropriation only, C = Collected Revenue, G = Greater of Budgeted or Collected Revenueg, L =
Lesser of Budgeted or Collected Revenue, and E = Encumber Budget/Spend Collected.

Legal Level of Budgetary Control {LLBC):

Generally Accepted Accounting Principles (GAAP) requires a LLBC report that demonstrates that
spending by agencies is within authorized limits and is in compliance with appropriate laws, The legal
level of budgetary controt (LLBC) is defined as: “The level at which an agency's management may not
reallocate resources without special approval.” An LLBC code is required on every new appropriation
regardless of the fund that it is created in. (Use “08" and “09" for non-LLBC funds.) The LLBC reports only
those funds for which annual spending limits are established in law. Funds included in this report: 1000,
1300, 2350, 1200, 1201, 2100 - 2104, 2106 — 2119, 2360, 2720, 2721, 2722, 2200 - 221 1, 2390, 2700,
2710, 2830, 2800, 2801, 1050, 2300 — 2303.

A LLBC code value of 00 thru 03 must be provided for all appropriations established in these LLBC funds;
however, all appropriations must have an LLBC code. LLBC codes and their impact of funds are as
follows (top of the next page):
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Code Impact of Use of Funds

00 - Agency Unrestricted money that agencies can move between
appropriations

01 - Program Money restricted at the program level

02 - Budget Activity Money is restricted within a program and budget activity

03 - Appropriation Rider language or statutes prohibit movement of money out of
the appropriation

08 - Non-LLBC Fund MMBEB approval required for transfer

09 - Non-L.LBC Fund No MMB approval required for transfers

The LLBC coding also drives the approval workflow for appropriation transfers. MMB approval is required
if:

1. Dollars are being transferred from one agency to another agency;
2. Dollars are being transferred from one fund to another fund;

3. Dollars are being transferred from an appropriation with LLBC code '01' (Program Restricted) if
the ‘transfer out' program code does not equal the 'transfer in’ program code,

4. Dollars are being transferred from an appropriation with LLBC code '02' (Budget Activity
Restricted) if the 'transfer out' program and budget aclivity coding does not equal the transfer in’
program and budget activity coding;

5. Dollars are being transferred from an appropriation coded ‘03" (Appropriation-—-rider language or
statute prohibits movement out of the appropriation) or '08' {Non-LLBC fund--EBO approval
required on fransfer); or

6. Dollars are being transferred from or within a prior fiscal year. SWIFT will allow for transfers to
occur in closed fiscal years. All such transfers will need to be reviewed by MMB.

See Transfer Policy 0304-01 for more information about transfers.
Fund Balance Classification:

GASB (Government Accounting Standards Board) Statement 54 ‘Fund Balance Reporting and
Governmental Fund Type Definitions’ requires the reporting of fund balance for governmental funds in
classifications based primarily on the extent to which the government is bound to honor specific purposes
with the balances.

For financial reporting purposes only, the classification is required on all appropriations in funds 1000
through 2999. A fund balance is restricted, committed or assigned. More information about the fund
balance classification is found on the appropriation (AP) form and in the 'definitions’ section at the end of
this policy.

Expense Budgets and Allotments

An expense budget needs to be present in order to process a transaction since spending control is
facilitated at the allotment level. Once appropriation sources of funding have been established expense
budgets can be posted. Allotments are created when expense budgets are posted. An allotment
establishes maximum spending for a group of expense budgets. Expense budgets should be monitored
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ongoing so adjustments to variations can be made throughout the fiscal year. A SWIFT expense budget
is a 5-digit account where the fourth Fin DeptiD character is a “3.” An allotment is created as payroll if the
first three digits of an Account are 410 (salary refated). Otherwise a non-payroll allotment is established.

SWIFT has two distinct types of allotments — payroll and non-payroll. For an allotment, the FinDeptiD will
always have a “2" as the fourth character. Payroll allotments are created when expense budgets are
entered against salary accounts. Payroll allotments are considered reserved (encumbered) when allotted.
Non-payroll allotments are created when expense budgets are established against non-payroll accounts.
Agencies can exceed an expense budget within non-payroll allotments as long as unobligated amounts
exist at the non-payroll allotment level. However, budgeted amounts cannot be shared between payroll
and non-payroll allotments. In addition, payroll transactions can drive allotments negative. Adjustments
will be needed to make negative allotments zero or positive.

Accurate statewide accounting and management reporting is dependent on up-to-date projections in the
accounting system. Ensure that all direct and dedicated appropriation accounts are established and fully
allotted by July 31st. Appropriation accounts should be fully allotted unless there are restrictions on
allotting the funds based on law or budget policy. An agency may create expense budgets up to the
budget/encumbrance authority limit on the appropriation account. The sum of the expense budgets within
an allotment account becomes its contro! total. Agencies should coordinate with their Executive Budget
Ofiicer (EBO) to review annual operating budget amounts so that spending complies with legal intent.

Revenue Budgets

Revenue budgets are used to budget and recard all dedicated and non-dedicated revenues earned for a
given fiscal year. All Approp IDs used by Revenue Budgets must have the correct legal citation assigned
to it. Revenues are both cash receipts and accounts receivable. Revenue budgets are a forecast of
expected receipts for the fiscal year and are critical to budget management because they define spending
constraints. Agencies must review prior fiscal year's actual revenues and forecast assumptions to ensure
that revenue budgelts for both dedicated and non-dedicated receipts are complete and represent
estimates of revenues expected for the given fiscal year.

Minnesota Management & Budget (MMB) has designated statewide "presence” conirol over revenue
budgets. On a statewide basis, individual agency revenue budget estimates are aggregated to prepare
the official state forecasts of all tax and non-tax revenues for the general fund and other operating funds.
For tax receipts and other major revenues, the amounts projected should be based on the most recent
economic forecast and include any updates due to legislative action. By July 31 of each fiscal year
agengcies should have fully budgeted their dedicated and non-dedicated revenues.

Revenue budgets in SWIFT are set up with a 6-digit account requiring an ApproplD and Fin DeptiD. The
account will begin with a § or 6. The 8-digit Fin DeptID starts with an agency code and the fourth
character (budget level indicator) can be a 1, 2, 3 or 8. Non-dedicated revenues are also required to have
an ApproplD with an appropriation type of "99," and a legal citation. Non-dedicated revenues are not
subject to the annual fiscal year closing process.

MMB requires agencies to estimate and update annual revenues as part of the budgeting and forecast
process. Individual agency revenue budget estimates are used to prepare official state forecasts of all
revenues for the general fund and other state funds. It is important that agencies keep revenue budget
estimates current; therefore, adjustments are required if actual revenue collections differ materially from
previous estimates. It is strongly recommended that agencies prepare monthly revenue budget estimates
for internal monitoring.

In order to ensure that all revenues are accurately recorded and reported, revenue budgets must be
established using the correct revenue account code. In addition, improper use can lead to a misstatement
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on the audited financial statements. MMB Budget Operations should be contacted if any assistance is
needed on setting up or deleting Revenue account codes.

Budgeting for Revenue Refunds

A refund (over-collection of revenue) must be budgeted separately by setting up a negative revenue
budget with the relevant refund revenue account code if:

1. the expected receipt is a tax or tuition or
2. the expected refund is greater than $100,000

Otherwise, the agency must adjust the revenue budget by the expected refund. (je. Revenue budget
should equal Revenue expected — Refunds expected.)

Interest Earned on Appropriations

A separate revenue budget must be established for each appropriation that earns interest as
authorized in Minnesota Statutes. When defining revenue source codes for interest earnings,
invested treasurer’s cash (ITC) should be coded as ITC Interest Earnings (SWIFT Account Codes
512001 - 512009). Using Account Codes 512001-512009 will still allow interest eamnings to be
included in the Departmental Earnings Report for cost recovery calculation of fee-supported activities.
Agencies must communicate any changes in accounts that will have authority to earn interest by
filling out form FI-00597 and submitting to GeneralAcctg. MMB@state.mn.us.

Dedicated Receipt Cap

If an appropriation has a dedicated receipt cap, then the SWIFT revenue budget entry will require
entry in the dedicated receipt cap field. The dedicated receipt cap limits the spending of receipts for
the restricted appropriation as intended by law. Without a dedicated receipt cap, a revenue budget
does not limit spending of receipts.

Reimbursements

In regards to setting up revenue budgets for reimbursements, ensure that you are using the correct
revenue account code for internal sources (other agencies) vs. external sources (non-agencies). The
correct external revenue account code is 553090 (All Other Reimb - External} and the correct internal
revenue account code is 512606 (All Other Reimb — Internal).

Roll Forward

All available unexpended and unobligated appropriation balances will automatically “roll” into the new
fiscal year at close for specific appropriation accounts. If the appropriation type is:

s 03 (Special Direct)
¢ 04 (Dedicated)
» 05 (Biennial - if it is the first year of the biennium)

In addition, if in the future any obligated balances from these appropriation types becomes unobligated
followed by a reduction in the alloiment, the balance will automatically roll forward with the SWIFT roll
forward process,
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Funds cannot roll forward (RFW) before July 1 so that un-obligated funds can be clearly identified. If
authorized and necessary o agency operations, after July 1 of the new budget fiscal year, agencies may
do a “manual” RFW in SWIFT to move allotment free cash balances into the next fiscal year. SWIFT
does not require EBO approval on RFWSs. Only unencumbered and un-allotted balances within an
appropriation account can be carried forward. The agency should consider the impact of future payroll
transactions that could impact the estimate for balance forward amounts. A minimum amount necessary
to conduct business may be balanced forward for appropriation accounts with dedicated receipts. The roll
forward process occurs automatically on hard close (mid-August each year).

In situations where statute or session law prohibits balance forward of funds, agencies should not
complete an RFW. Authority to balance forward will be determined by agencies and MMB by selecting the
appropriation type when setting up the appropriation accounts.

An agency with appropriation accounts having a budget authority code of ‘G' (greater of actual or
estimated receipts), or ‘E' (Encumber Est/Spend Actual) may estimate a balance forward amount by
establishing revenue budgets and using the account number 514223 (Estimated Balance Forward In).
This amount becomes available for allotment and encumbrance; however, the agency can only obligate
this money and not spend it until the actual balance is carried forward into the new fiscal year. This will
aflow an agency to incur obligations for the next budget fiscal year prior to July 1.

After the actual balance forward has been processed or the fiscal year closing is completed, agencies
must decrease their revenue budgets with account number 514223 to zero to avoid overstating the
amount available for allotment and encumbrances.

Cash Flow Assistance

When agencies or other branches of government do not have sufficient cash flow to pay ordinary and
necessary expenses for a new program or cash receipts do not match purchasing or payment needs,
MMB can authorize payments through SWIFT under Minnesota Statutes Section 16A.129, Subdivision 3,

Cash flow problems complicate the payment of obligations through dedicated appropriations and funds

because SWIFT will not allow payments to be made before the deposit of cash receipts. In these cases,
MMB can modify appropriation budget authority (from type ‘E' to ‘G’) to authorize payments to be made
prior to receiving cash receipts.

Requesting cash flow assistance should be the action of last resort. Cash flow assistance is not typically
approved for internal service, enterprise, or special revenue fund appropriations. During the legislative
process for @ new program or when establishing interagency agreements or other financing arrangements
agencies should consider options to alleviate cash flow issues. For a new program, agencies are
encouraged to investigate the possibility of receiving startup cash as part of the legislation. For
interagency agreements, negotiate up-front cash and monthly or periodic payments rather than infrequent
or lump sum one-time payments at the end of the project.

Agencies request cash flow assistance by completing a cash flow request form and a cash flow analysis
spreadsheet. Cash flow requests and analyses are not required for federal fund appropriations. All
federal fund appropriation budget authority type will be set to and remain as ‘G’ (greater of budgeted or
collected revenue). MMB strongly urges agencies to drawdown or claim for reimbursement federal grant
monies as often as possible to mitigate negative balances created by spending estimated revenues.

Temporary Budgets for Direct Appropriations

Temporary budgets are very rare and are typically used for direct appropriated accounts. Generally, the
process for establishing temporary budgets will be used only for budgets needed prior to the beginning of
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the first year of the biennium, or for appropriations made in the off-year legislative session (for the second
year of the biennium) that require immediate action.

All agreements that require the use of temporary budgets or obligate state funds before the beginning of
the fiscal year must include language stating that the goods or services must not be delivered before July
1 of the new fiscal year. The agreement must also include language that releases the State of Minnesota
from the agreement if the necessary funds are not appropriated or otherwise not made available to meet
the obligation.

Agencies must request authority from MMB to process requisitions or encumbrances in SWIFT before an
appropriation becomes avaitable. Temporary budgets will be based on AP transactions with a legal
citation of 'TEMP BUDG'. After permanent direct appropriations are enacted the appropriation must be
modified to change the legal citation to the enacted appropriations bill.

Definitions

The following are definitions of fund balance to be utilized when classifying appropriations in funds 1000
through 2999,

Restricted Fund Balance

Fund balance should be reported as restricted when constraints placed on the use of the resources are
either externally imposed by creditors, grantors, contributors, or law or regulations of other governments;
or imposed by law through constitutional provisions or enabling legislation. “Enabling legislation”
authorizes the government to assess, levy, charge, or otherwise mandate payment of resources and
includes a legally enforceable requirement that those resources be used only for the specific purposes
stated in the legislation. Legal enforceability means that a government can be compelled by an external
party to use resources created by enabling legislation only for the purposes specified by the legislation.
In addition, the restriction must be established at the same time the revenue stream is created. Examples
include gifts required to be used for specific purposes and the Legacy Amendment to the Minnesota
Constitution, which increased the state sales tax and specified that those taxes be used for clean water,
arts and cultural heritage, and outdoors.

Committed Fund Balance

Amounts that can only be used for specific purposes pursuant to constraints imposed by formal action of
the state's highest level of decision-making authority (legislation) are reported as committed fund balance.
These amounts cannot be used for any other purpose unless the government removes or changes the
specified use by taking legislative action. Committed fund balance also should incorporate contractual
obligations to the exient that existing resources in the fund have been specifically committed for use in
satisfying those contractual requirements. One example is taconite taxes that were established prior to
the time a fund was established. Later, the legislature committed a portion of the taconite taxes for
rehabilitation and diversification of industrial enterprises.

Assigned Fund Balance

Amounts that are constrained by the state's intent to be used for specific purposes, but are neither
restricted nor committed, should be reported as assigned fund balance. intent should be expressed by
the governing body itself or a body or official to which the gaverning body has delegated the authority to
assign amounts to be used for specific purposes. One example is a commissioner of an agency who
budgets a certain amount to be used for a specific purpose.
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Forms

SWIFT Appropriation Form (https://mn.govimmb/accounting/swift/forms/)

Annual Budget and Accounting instructions (https://mn.gov/mmb/accounting/swift/budg-acct-instr/)

SWIFT Training Manuatls — BC1 and BC2 (hitps://mn.gov/mmb/accounting/swift/training-
suppartireference-guides/budget jsp)

Related Policies and Procedures

MMB Statewide Operating Procedure 0301-01.1 — Establishing Apprapriation Accounts
(http:llmn.govlrnmb-staUdocumentslaccounting!ﬁn-policieslchapter-310301 -01-01-establish-approp-
accounts-procedure.pdf)

MMB Statewide Operating Procedure 0301-01.2 - Modifying an Appropriation Account
(http:llmn.gov!mmb-statldocumenlslaccountinglﬁn-policieslchapter-aloao1-01-02-modify-approp-account-
procedure. pdf)

MMB Statewide Operating Procedure 0301-01.3 - Dedicated Receipt Cap Appropriations {Document
Forthcoming)

MMB Statewide Operating Procedure 0301-01.4 — Allotment Accounts {Document Forthcoming)

MMB Statewide Operating Procedure 0301-01.5 — Cash Flow Assistance {http://mn.gov/mmb-
stat/documents/accounting/fin-policies/chapter-3/0301-01 -05-cash-flow-assistance-procedure_ pdf)

MMB Statewide Operating Policy 0204-01 Program Structure (http://mn.gov/mmb-
statldocumentslaccountinglﬁn-policieslchapter-210204-01-prograrn-structure-policy.pdf)

MMB Statewide Operating Policy 0207-01 Object Codes - MAPS-Era {http://mn.gov/mmb-
statfdocurnentslaccounting!ﬁn-policieslchapter-2/0207-01-maps-object-codes.pdf)

MMB Statewide Operating Policy 0208-01 Revenue Source Codes — MAPS-era (http://mn.govimmb-

statldocumentslaccounlinglﬂn-policiesichapter-210208-01-maps-revenue-codes.pdf)

MMB Statewide Operating Policy 0302-01 Capital Budgets (hitp:/fmn.govimmb-

statldocumentslaccountinglﬂn-policieslchapter-3/0302-01-capital-budgets-policy.pdt)

MMB Statewide Operating Policy 0303-01 Federal Funds (http://mn.gov/mmb-
stat!documentslaccounting!ﬂn-policieslchapter—310303-01-01-federaI-funds-review-procedure.pdf)

MMB Statewide QOperating Policy 0304-01 Transfers (Document Forthcoming)
See also

GASB Statement 54,_Fund Balance Reporting and Governmental Fund Type Definitions
(http:ﬂwww.gasb.orglcleontentServer?site=GASB&c=Docurnent_C&pagename=GASB%2FDocurnent_
C%2FGASBDocumentPage&cid=1176159972156)
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