





Fiscal Review

of the

2019 Legislative Sessions

Prepared by Minnesota State Senate
Office of Senate Counsel, Research, and Fiscal Analysis
Minnesota Senate Building
95 University Ave. W., Suite 3300
Saint Paul, MN 55155-1800
Phone: 651-296-4791






Dates of the 2019 Legislative Sessions

Regular Session: January 8, 2019 to May 20, 2019
2019 First Special Session: May 24, 2019

This publication was developed by the staff of Senate Counsel, Research, and Fiscal Analysis,
and was edited by Eric Nauman, Krista Boyd, Sara Parke, and Dan Mueller. The Senate
Counsel, Research, and Fiscal Analysis staff for the various budget and policy areas who
contributed to the relevant report sections are: Dennis Albrecht, Bjorn Arneson, Tom Bottern,
Krista Boyd, Katie Cavanor, Andrew Erickson, Hannah Grunewald, Patrick Hauswald,
Jenna Hofer, Liam Monahan, Dan Mueller, Casey Muhm, Eric Nauman, Sara Parke, Jack
Paulson, Nora Pollock, Alexis Stangl, Ben Stanley, Chris Turner, and Jay Willms. Preparation,
editing, and layout of the manuscript, the tables within the articles, and the interactive edition of
the report was completed by Gregory Cato.

The cover photograph was taken by David Oakes.

The Fiscal Review printing was coordinated by Dan Olson, Printing and Purchasing Manager,
Office of the Secretary of the Senate.

The Fiscal Review can also be accessed at the following website address:

http://www.senate.leg.state.mn.us/departments/scr/freview/2019/fiscal review.pdf



http://www.senate.leg.state.mn.us/departments/scr/freview/2015/fiscal_review.pdf
http://www.senate.leg.state.mn.us/departments/scr/freview/2015/fiscal_review.pdf

Fiscal Projects Assistant

Senate Counsel, Research, and Fiscal Analysis (SCRFA) would like to thank Sara Parke for her
dedicated work and significant contributions to the 2019 Fiscal Review. Ms. Parke, a graduate
student at the University of Minnesota’s Humphrey School of Public Affairs, served SCRFA as
the Fiscal Projects Assistant during the summer of 2019. Ms. Parke dedicated the summer to
learning, analyzing, and writing about the Minnesota state budget. She made significant
contributions to this year’s document, including sections related to contingent appropriations, the
budget reserve, chronic wasting disease, the opiate epidemic, the POST Board, MNLARS, the
angel investor credit, and several appendices. Ms. Parke made valuable contributions to the entire
document during the editing process, and contributed many new ideas and suggestions for
improvements to the document during her time as the Fiscal Projects Assistant.

Cover Photography

The cover of the 2019 Fiscal Review highlights the cantilevered staircase in the Minnesota State
Capitol, which occupies a three-story oval space northeast of the building’s rotunda. Each stair
tread is attached on one end only, adjacent to the wall, which provides unobstructed views from
the ground floor to the ornate stained-glass ceiling. The back cover of the report features
additional photographs of State Capitol detail. David Oakes, Senate Photographer, has prepared
the cover photography for the Fiscal Review document for over 30 years. The Office of Senate
Counsel, Research, and Fiscal Analysis acknowledges and appreciates David Oakes’s work and
is pleased to again feature his photography on the 2019 Fiscal Review.



Table of Contents

REPOTE PIEIACE. ....c.etiiiieciieieee ettt ettt ettt e et e et e eabeebeeenbeensaeeenneas 1
Chapter 1: State Bud@et OVEIVIEW........oevcuiiieiiieciieeeiie ettt et essaee e s e e e seaeesvaeesseeeesnsnsaaeens 4
Chapter 2: State REVEINUES ......c..cocuieiiieiieiieeie ettt eete ettt e et esteeebeesaaeesseessaeenseessseenseesssessaennes 26
Chapter 3: E-12 EQUCAION ....ccueiiuiiiiiiiiieieeiteeiecteet sttt ettt st s 41
Chapter 4: Higher EQUCAtION............cooiiiiiiiie et e e e e 53
Chapter 5: Property Tax Aids and Credits ........c.oooieeiieiiiiiieieeie et 59
Chapter 6: Health and HUMan SETVICES ........ccueeeiiieiiiiieiiiie ettt esee et eesaaeeeaa e 64
Chapter 7: Agriculture, Environment, and Natural RESOUICES ..........ccceevuirienieniienieinieenieenieene 94
Chapter 8: Jobs, Commerce, and ENergy..........ccccccueiiiiiiiiiiiieiieeiieieeee e 107
Chapter 9: Judiciary and Public Safety ...........cccocviiiiiiiiiiiiiiiiiiceeee e 117
Chapter 10: State Government and VELEIans .............ccceevuieriieriienienieeieesieeieeseeeieesieeeesieeeens 131
Chapter 11: Transportation and Public Safety ..........ccccvveriiiiiiiiee e 150
Chapter 12: Capital INVESTMENLE .......cc.eevuiiiiieiieeiieie ettt ettt seaeebeeitaeeeaseeeas 162
Appendix A: General Fund Summary Fund Balance Analysis, FY 2018-2023 ..........c....c......... 166
Appendix B: FY 2020-21 General Fund Budgetary Balance and Revenue Change Detalil ......... 168
Appendix C: Health Care Access Fund, FY 2018-23 ......cccviiiiiiiiiiieeieeeeeee e 170

Appendix D: All Funds Spending by Budget Jurisdiction, FY 2014-15 through FY 2020-21 ....172

Appendix E: Capital Investment Detail ..........ccoocviiiiiiiiiiiiiiiecieceece e 175
Appendix F: Legacy and Constitutionally Dedicated Funds..............ccccvvevviieeiiienciiiiieeeee. 177
Appendix G: Health and Human Services General Fund Appropriations Detail

ComPAred t0 FOTECASE ......eeiiieiieiiiieiiecie ettt ettt ettt et et e et e s b e e aaeensseeeensaeeeennes 183
Appendix H: FY 2020-23 Contingencies and Transfers ............cccoevveeviienirenienieeiienieeeeeie e 187

Appendix I: 2019 Session Laws Enacting the FY 2020-21 Budget and Supplementing
the FY 2018-19 BUAZEL .....couiiiiiiiieieriestcie et 188



REPORT PREFACE

The Fiscal Review is an annual report of
enacted budget and fiscal policy actions.
The report covers all budgetary funds (all
funds), with special attention given to the
General Fund. Under the Minnesota State
Constitution, the General Fund revenues
and expenditures must be in balance at the
close of each biennium. Budgetary funds
reflect the operating budget for the state and
exclude some state funds not budgeted for
operations, such as pension funds, trust
funds, and enterprise funds.

Minnesota operates on a biennial budget
enacted in odd-year legislative sessions. A
fiscal year begins on July 1 and ends on
June 30. Biennial budget revisions and
major capital investments tend to be the
focus of even-year legislative sessions.
While most revenue and expenditure
amounts are presented as biennial amounts,
in some cases annual amounts may provide
a more complete understanding of the
timing of revenue and appropriations.
Additional detail is available by consulting
legislative budget tracking sheets or by
contacting the relevant Senate fiscal staff.

Detailed budget tracking sheets can be
found here: http://www.senate.mn/tracking

Appropriations Defined

Appropriations are authorizations made by
the Legislature to spend money from the
state treasury for the purposes established
by law. The Minnesota Constitution
prohibits the payment of money out of the
treasury unless appropriated by the
Legislature. The Governor may veto

appropriations but cannot create
appropriations.

Direct appropriations are authorizations to
spend a specific dollar amount, usually for a
limited time period such as one year or a
biennium. Open appropriations, which are
less common, authorize an open-ended
spending level, such as a “sum sufficient”
to meet a defined need or formula. The
amounts shown in the Fiscal Review for
open appropriations reflect estimates of
expected spending.

Most direct appropriations are established
in session law and expire at the end of the
biennium, or another specified time, and
must be renewed every two years in order
to continue spending authority. Statutory
appropriations, on the other hand, are set in
state statutes and provide ongoing authority
to spend money from the treasury even if a
biennial budget is not adopted.

Statutory appropriations may authorize
either a specific dollar amount or an open-
ended amount and may provide a specific
time period for the appropriation.

Distinct from the various appropriation
types, dedicated revenues refer to sources of
revenue that are dedicated for specific
purposes. Amounts shown for authorized
spending from dedicated revenues reflect
estimates of the revenues to be generated
and the allocation of those revenues
established in law.

Further, it should be noted that significant
portions of some state agency operations,


https://www.revisor.mn.gov/constitution/#article_11
http://www.senate.mn/tracking

such as the Department of Administration
or the Department of Management and
Budget, are funded through charges to other
state agencies. In other words, money
appropriated to an agency may be used to
purchase services from another state agency
whose mission is, in part, to provide for
centralized operating functions. To fully
describe budget activity while avoiding
double-counting, budget totals are reported
based on the agency that receives an
appropriation. Please note that some Fiscal
Review chapters also discuss agency
activities that are supported through charges
to other state agencies.

Appropriations versus Spending
Amounts shown in the Fiscal Review for
the current biennium (FY 2020-21) reflect
appropriation levels enacted in the 2019
session and 2019 First Special Session.
Amounts shown for the next biennium,
often referred to as appropriation “tails” or
the planning estimates, reflect estimates of
future biennial spending, assuming current
law programs are carried forward for
another two years. The 2019 Fiscal Review
compares current biennial appropriations to
budgeted spending in the previous
biennium (FY 2018-19), as well as to the
February 2019 budget forecast published by
the Department of Management and
Budget.

References to Session Law and Fiscal
Years

In the 2019 Fiscal Review, session laws
enacted during the 2019 regular session are
referred to simply with the appropriate
chapter number. Laws enacted during the
2019 First Special Session are initially
referred to as “2019 First Special Session”
and a chapter number. Subsequent
references to special session enactments are
made only with the chapter number unless

an additional reference is needed to avoid
confusion. Also, unless specifically noted,
this report collectively refers to the 2019
regular session and the 2019 First Special
Session together as “the 2019 sessions.”
Finally, throughout this document, “fiscal
year” will be abbreviated as “FY.”

Changes in 2019

The 2019 Fiscal Review departs from the
historical practice of organizing this
document based on budget jurisdictions that
mirror the Senate’s committee structure. In
the past, whenever Senate budget
jurisdictions have changed, which occurs
frequently following a general election, the
organization of the annual Fiscal Review
changed as well. This practice reduced
comparability of the Fiscal Review
documents year-to-year. Beginning with the
2019 Fiscal Review, the document will be
organized with a standard budget
jurisdiction that will be maintained in
subsequent editions of this report.
Executive branch agencies, the Judiciary,
and the Legislature are allocated to budget
jurisdictions that are similar in mission
topically.

Traditionally, the annual Fiscal Review
reports only on the fiscal activity enacted in
the most recent regular legislative session
and any associated special sessions.
Beginning with the 2019 Fiscal Review, the
document places the recently enacted
biennial fiscal activity in the context of the
biennial spending and revenues that
preceded it. Each chapter of the 2079
Fiscal Review adds tables and charts that
display the changes in net appropriations
for the General Fund and nongeneral funds
compared to the three previous biennia. The
state revenues chapter provides a similar
comparison for General Fund taxes over the
same period. This addition allows a quick
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comparison of the enacted changes in FY
2020-21 in each budget jurisdiction to the
changes in previous biennia. Additionally,
Appendix D on page 172 displays detailed
net spending and appropriations in each
budget jurisdiction for the General Fund
and nongeneral funds from FY 2014 to FY
2021. Appendix D also includes the
percentage change in spending in each
successive biennium for the General Fund,
nongeneral fund, and all funds.

Finally, beginning with the 20719 Fiscal
Review, the document is available in three
separate formats to accommodate differing
needs of readers. The traditional printed
report format will be improved with the
addition of color charts and tables. This

Eric Nauman, Overall Budget and Finance; Pensions

Eric.nauman(@senate.mn

Jenna Hofer, E-12 Education
Jenna.hofer@senate.mn

Hannah Grunewald, Higher Education

Hannah.grunewald(@senate.mn

Jay Willms, Taxes; Property Tax Aids and Credits

Jav.willms(@senate.mn

Dennis Albrecht, Health and Human Services

Dennis.albrecht@senate.mn

version of the report will also be published
online as an exact replica of the original
printed report. A third version of the report
will be published online that includes
embedded hyperlinks in the text of the
report. The 2019 Fiscal Review frequently
refers to previous reports, session laws, and
other documents. Hyperlinks in this version
allow the reader to easily click through to
the source material to see a previous
discussion on the same topic or the base law
that is referred to in the report.

Contacts

For general or specific questions about the
content of this report, please contact the
fiscal analyst for the appropriate budget
area.

Daniel Mueller, Agriculture, Environment, and Natural Resources; Constitutionally Dedicated Funds
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Casey Muhm, Jobs, Commerce, and Energy; Capital Investment
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Chris Turner, Judiciary and Public Safety
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CHAPTER 1
STATE BUDGET OVERVIEW

The primary focus of the 2019 regular
legislative session and the subsequent one-
day special session was the adoption of the
FY 2020-21 biennial budget. The enactment
of a balanced General Fund biennial budget is
typically the principal focus during a session
in an odd-numbered year. The February 2019
forecast projected a positive General Fund
balance of $1.1 billion for FY 2020-21 and a
positive budgetary balance of $946.4 million
for FY 2022-23. The forecast also projected a
positive Health Care Access Fund (HCAF)
balance of $61.2 million in FY 2020-21, but a
negative balance of $918.9 million in FY

2022-23. Together, these projections for the
General Fund and the HCAF set the fiscal
parameters of the 2019 session.

The 2019 sessions concluded with a
completed General Fund budget that left
$241.9 million of the projected FY 2020-21
positive budgetary balance unallocated and a
projected positive balance of $62.6 million in
FY 2022-23. The positive General Fund
balances in the enacted budget were
dependent upon balances carried forward
from previous biennia and several one-time
budget enactments. Overall, if carryforward

Chart 1: Appropriations - General Fund and Nongeneral Funds
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STATE BUDGET OVERVIEW

resources are excluded, the enacted General
Fund budget is structurally imbalanced
between current revenues and expenditures
by $314.8 million in FY 2020-21 and $576
million in the planning years of FY 2022-23.
The budgetary balance for the HCAF in the
enacted budget increased to $456.7 million in
FY 2020-21 and $227.8 million in the
planning years of FY 2022-23.

Total all funds appropriations increased in
each of the past three biennia. Chart 1
displays total appropriations since FY 2014-
15 and divides each biennium between the
General Fund and the nongeneral funds. The
enacted all funds budget in FY 2020-21
totaled $86.8 billion, an increase of $2.6
billion, or 3.1 percent, more than the
February 2019 forecast, and an increase of
$5.7 billion, or 7.1 percent, more than FY
2018-19 appropriations. The FY 2018-19 all
funds appropriations totaled $81 billion, an
increase of $8.2 billion, or 11.3 percent, more
than FY 2016-17. The FY 2016-17 all funds
appropriations totaled $72.7 billion, an
increase of $5.1 million, or 7.5 percent, above
FY 2014-15.

In FY 2020-21, General Fund appropriations
were 55.9 percent of the total all funds
budget. The General Fund budget in FY
2020-21 totaled $48.5 billion, an increase of
$1.1 billion, or 2.3 percent, more than the
February 2019 forecast, and an increase of $3
billion, or 6.5 percent, more than FY 2018-19
appropriations. FY 2018-19 General Fund
appropriations totaled $45.5 billion, an
increase of $4.2 billion, or 10.3 percent, more
than FY 2016-17. FY 2016-17 General Fund
appropriations totaled $41.3 billion, an
increase of $1.6 billion, or 4.1 percent, above
FY 2014-15.

Enacted Laws

Twenty-four separate chapters were enacted
to complete the FY 2020-21 budget during
the 2019 regular session and the 2019 First
Special Session, including supplementary
changes to the FY 2018-19 budget. Of this
total, 12 chapters were enacted during the
regular session. Most of the FY 2020-21
budget was enacted in 12 separate omnibus
finance acts, including an Omnibus Tax Act
that included federal tax conformity. One of
the omnibus acts was enacted during the
regular session and 11 during the special
session. A complete list of FY 2020-21
budget session laws is included in Appendix I
on page 188.

This chapter provides a general overview of
all legislative actions with fiscal implications
that were enacted during the 2019 sessions
and outlines the major components of the FY
2020-21 enacted budget. Chapter 2 examines
changes to state tax revenues. Chapters 3
through 11 detail the changes enacted in the
budget areas of E-12 Education; Higher
Education; Property Tax Aids and Credits;
Health and Human Services; Agriculture,
Environment, and Natural Resources; Jobs,
Commerce, and Energy; Judiciary and Public
Safety; State Government and Veterans; and
Transportation and Public Safety. Chapters 3
through 11 provide detailed tables that
itemize the important enacted changes in
each budget area and place those changes in a
recent historical context. Chapter 12
discusses the Capital Investment changes
enacted in the 2019 sessions. Chapter 12 also
presents the debt service and capital projects
portions of the budget and their changes in
the previous three biennia.

CHAPTER 1



STATE BUDGET OVERVIEW

FY 2020-21 Summary

Although establishing a FY 2020-21 budget
to fund the operations of state government
was a primary focus, the 2019 sessions also
addressed a series of noteworthy fiscal
provisions. Among them was Minnesota’s
response to the significant changes to the
federal tax structure enacted in 2017.
Generally, the federal tax reform expanded
income tax bases, limited deductions, and
reduced rates for federal taxation. Because
many states, including Minnesota, use federal
tax base definitions for state taxation, the
federal  changes  created  significant
conformity issues related to distributional
effects among  taxpayers, ease  of
administration and tax compliance, and net
revenue  collections. = The  Minnesota
Legislature debated conformity during the
2018 legislative session, but did not enact
legislation at that time.

In the 2019 sessions, the enacted budget
aligned Minnesota’s tax code with the federal
code for most individual business taxes,
which  generated increased revenues,
streamlined tax administration, and eased
taxpayer compliance. For individuals, the
enacted budget offset true conformity to the
federal tax code by reducing income tax
rates, establishing a higher standard
deduction, preserving dependent exemptions,
and significantly expanding the working
family credit (WFC). It also reduced the
statewide property tax for Minnesota
businesses. The policy implications of federal
tax conformity are discussed on page 29.

The 2019 sessions made several significant
revenue and expenditure changes to the
HCAF. In fact, the enacted budget’s changes
to the HCAF were closely linked to the
enacted changes to the General Fund. These
changes worked together to both balance the

CHAPTER 1

General Fund budget and stabilize the
negative budgetary balance in the HCAF.
First, 2019 First Special Session, Chapter 6,
the Omnibus Tax Act, repealed the sunset of
the provider tax, and reduced the rate from
two percent to 1.8 percent of gross revenues
for patient services beginning on January 1,
2020. 2019 First Special Session, Chapter 9,
the Omnibus Health and Human Services
Act, increased FY 2020-21 appropriations
and transfers out of the HCAF by $427.6
million. Of this increase, $270 million was
for an appropriation to the medical assistance
program (MA), which in previous biennia
was appropriated from the General Fund.
Moving this portion of the MA appropriation
from the General Fund to the HCAF in FY
2020-21 reduced overall appropriations from
the General Fund. Repealing the sunset of the
provider tax also reinstated a transfer of $244
million in FY 2022-23 from the HCAF to the
General Fund. When the HCAF balance
became negative in the February 2019
forecast for FY 2022-23, this transfer was
eliminated and the General Fund balance in
the forecast was reduced. Restoring the
HCAF to a positive balance in FY 2022-23
also reinstated the transfer and increased
resources to the General Fund in the planning
years.

Because the HCAF and its linkage to the
General Fund was such a significant
component of the FY 2020-21 enacted
budget, the 2019 Fiscal Review examines the
enacted changes in several different ways.
Chapter 6 of this report details all changes in
the Health and Human Services (HHS)
budget, with emphasis on the HCAF and the
provider tax. The details of the specific
changes to the HCAF and provider tax are
discussed on page 71. Appendix C presents a
fund balance for the HCAF that compares the
enacted budget to the February 2019 forecast,
and Appendix G provides greater detail of the
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HHS changes in the FY 2020-21 enacted
budget.

The 2019 regular session enacted Chapter 2,
which  converted $102.4 million of
appropriation bonds supported by the
Environment and Natural Resources Trust
Fund to general obligation bonds. 2019 First
Special Session, Chapter 13, enacted $60
million of additional housing infrastructure
bonds. Chapter 12 of this report examines
these capital investment changes and General
Fund supported debt service.

Breakout Sections

In addition to these actions, a series of other
important fiscal policy changes occurred
during the past year, some as a result of
legislation enacted in prior years. Several
specific sections in this report discuss these
items.

* The November 2018 forecast increased
the budget reserve by $491.4 million.
This increase resulted from three separate
funding sources. The enacted budget
reduced the budget reserve by $491.4
million in the planning year of FY 2022.
The details of the budget reserve changes
including the forecasted and enacted
changes are discussed on page 22. This
review also examines the state budget
reserve in comparison to the Department
of Management and Budget (MMB) tax
revenue  volatility analysis, which
recommends a budget reserve level for
each biennium.

* 2019 First Special Session, Chapters 3
and 11, enacted three separate provisions
that will appropriate and transfer up to
$63 million from the General Fund in FY
2020-21 if the final budgetary balance at
the close of the FY 2018-19 biennium is

greater than anticipated when the budget
was enacted. If sufficient conditions are
met, these contingent provisions will
transfer $20 million to the disaster
assistance contingency account,
appropriate  $13  million to the
Metropolitan Council for Metro Mobility,
and appropriate $30 million for safe
schools supplemental aid. The details of
these provisions are discussed on pages
24 and 187.

The  Commissioner of  Revenue
determined that the stadium reserve
account in the General Fund was
sufficiently funded for fiscal years 2019
through 2023. As a result, the
commissioner exercised statutory
authority and reduced a corporate
franchise tax allocation to the stadium
reserve, coinciding with the November
2018 forecast, from $20 million each year
to zero. This decision reduced the stadium
reserve balance by $100 million, and
increased the General Fund balance by
the same amount over five years. The
details of this change are discussed on
page 25.

2019 First Special Session, Chapter 6,
allocated $10 million in FY 2020 for the
small business investment tax credit,
commonly referred to as the angel
investor tax credit. The angel investor tax
credit is an income tax credit to investors
that helps emerging small businesses by
making it easier to raise capital through
private investment. Chapter 6 also
expanded the credit to improve the
opportunity  for veteran-owned and
managed businesses to have access to
capital through the credit. The details of
this change are discussed on page 40.

CHAPTER 1
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Chapter 60 enacted license requirements
and a series of changes to improve the
oversight of assisted living facilities to
establish consumer protections for
assisted living facility residents. The
licensure process prescribes a series of
minimum requirements that facilities
must meet to be licensed. Chapter 60
required facilities to be licensed
beginning in FY 2022 and raised revenue
from these license fees. Chapter 60
appropriated $39.7 million in FY 2020-21
to enhance enforcement of assisted living
facility standards before the licensure
requirements are effective. The act also
established a process to compensate
victims of maltreatment. The details of
Chapter 60 are discussed on page 87.

Beginning in FY 2020, Chapter 63
increased annual licensing fees for opiate
manufacturers by $55,000 annually and
for non-opiate drug wholesalers and
manufacturers by $5,000 annually.
Chapter 63 appropriated $41.9 million in
FY 2020-21 for the state’s response to the
opiate crisis. The details of the specific
changes are discussed on page 91.

2019 First Special Session, Chapter 4,
enacted a response to the emergence of
chronic wasting disease (CWD) in
Minnesota. CWD is a highly contagious
fatal brain disease that infects wild and
captive members of the deer family
including deer, elk, caribou, and reindeer.
Chapter 4 made several policy changes
and appropriated funds to the University
of Minnesota, the Department of Natural
Resources, and the Board of Animal
Health to address the CWD problem in
Minnesota. The details of these changes
and appropriations are discussed on page
105.

CHAPTER 1

Chapter 39 required pharmacy benefit
managers to obtain a license to operate in
Minnesota and established a fee for
obtaining a license. Revenues generated
from this new license were appropriated
to the Department of Commerce to
implement the new fee and to enforce
licensing and regulatory requirements.
Chapter 39 also enacted several policy
provisions related to pharmacy benefit
managers. The details of this law are
discussed on page 116.

2019 First Special Session, Chapter 8,
changed the way the Peace Officer
Standards and Training (POST) Board
was funded. Previously, the POST Board
was funded through revenues collected
from the criminal and traffic surcharge,
which is a fee imposed on persons who
commit a felony, gross misdemeanor,
misdemeanor, or petty misdemeanor. A
portion of the surcharge revenue was
allocated to the peace officers training
account in the Special Revenue Fund,
which was used to fund the POST
Board’s activities. Revenue from the
criminal and traffic surcharge has been
declining in recent years. Beginning in
FY 2020, 99 percent of the revenues from
the surcharge were credited to the
General Fund, and the POST Board
received a direct appropriation from the
General Fund for the FY 2020-21
biennium. The details of the changes to
the POST Board funding are discussed on
page 129.

Chapter 1 and 2019 First Special Session,
Chapter 3, enacted additional funding for
development and replacement of the
Minnesota Licensing and Registration
System (MNLARS) for driver and vehicle
services at the Department of Public
Safety. Chapter 1 appropriated one-time
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project deficiency funding in FY 2019
from the General Fund and required an
independent expert review of MNLARS.
The resulting report, released during the
2019 regular session, recommended
replacement of MNLARS with a new
packaged software system known as the
Vehicle Title and Registration System
(VTRS). Chapter 3 appropriated $55.7
million one-time from the General Fund
in FY 2020 for the procurement of a
replacement  vehicle  titling  and
registration system and final development
of the separate driver licensing system. It
also appropriated one-time funding to the
Legislative Auditor for quarterly reviews
and a final audit of VTRS. The enacted
budget authorized new surcharges and
fees beginning in FY 2020 to fund
ongoing development and maintenance of
driver and vehicle systems. Finally,
Chapter 3 made a $13 million one-time
appropriation in FY 2019 for grants to
deputy registrars to reimburse for costs
related to the launch of MNLARS. The
details of the changes to the licensing and
registration system are discussed on page
159.

The report also includes several appendices
that show different aspects of the FY 2020-21
budget.

Appendix A presents a General Fund
budgetary balance analysis for FY 2018 —
FY 2023 as of the end of the 2019

sessions.

Appendix B provides detailed General
Fund revenue changes across all budget
areas for the FY 2020-21 biennium.

Appendix C presents a Health Care
Access Fund budgetary balance analysis
for FY 2018 — FY 2023 as of the February
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2019 forecast and the end of the 2019
sessions.

Appendix D provides a FY 2014 — FY
2021 history of all state funds sorted by
major budget area.

Appendix E provides detail of the capital
investment expenditures authorized in the
2019 session by agency and bond type.

Appendix F presents the detail of the
2019 appropriations from the
constitutionally dedicated funds for FY
2020 - FY 2021.

Appendix G supplements Chapter 6,
regarding the Health and Human Services
budget, and provides detailed General
Fund changes enacted in this budget area.

Appendix H provides a reference for
contingent appropriations and backup
revenue sources that were enacted as part
of the FY 2020 — FY 2021 budget.

Appendix I lists all session laws enacted
in 2019 that have fiscal implications.

CHAPTER 1



STATE BUDGET OVERVIEW

STATE BUDGET OVERVIEW
Appropriations

When all funding sources are considered, the
enacted FY 2020-21 biennial budget totaled
$86.8 billion, as shown in Table 1. This
includes the two-year budget for the General
Fund and all other state funds from which
operating budget appropriations are made.
Total appropriations were $5.8 billion, or 7.1
percent, greater than the appropriations in FY
2018-19 and $2.6 billion, or 3.1 percent,
greater than the February 2019 forecast for
FY  2020-21. Total General Fund
appropriations in FY 2020-21 were $48.5
billion and represented 55.9 percent of the
state’s operating budget. Federal funds (the
largest category of nongeneral fund
resources) were budgeted at $25.1 billion for
FY 2020-21. This total is the same as the
February 2019 forecast for FY 2020-21, but
is $2.1 billion higher than in FY 2018-19.

The HCAF is particularly important in the
HHS budget. Appropriations from the HCAF
in the enacted budget totaled $1.6 billion,
which was $427.4 million, or 36.9 percent,

higher than the February 2019 forecast and
$504.3 million, or 46.6 percent, higher than
FY 2018-19. The increased HCAF
appropriations in FY 2020-21 included $270
million for MA that would otherwise have
been appropriated from the General Fund, as
was similarly done in FY 2018-19. This
change accounts for most of the increase in
HCAF appropriations in the FY 2020-21
biennium. (See Chapter 5 and Appendix C for
additional detail on the HCAF.)

Table 2 on page 11 displays the state's all
funds budget by major budget jurisdictions.
Total appropriations in most budget areas
were higher in FY 2020-21 than in the prior
biennium. Compared to FY 2018-19, the
noteworthy increases were