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payments and the application of the tax rate to certain categories of property not included in the
tax base when determining the rate.

Repeal cigarette and tobacco tax discounts — Prior law provided wholesalers who purchased
cigarette stamps or paid tax on other tobacco products a “discount” to help cover their
compliance costs (such as the cost of applying the stamps to each pack of cigarettes). The
cigarette stamp discount was one percent for the first $1.5 million of stamps purchased in a year
and 0.6 percent of any additional stamps. A 1.5 percent discount was allowed those subject to
the tobacco products tax. The omnibus tax act repealed these discounts, raising revenue by $1.46
million per year.

Provide lawful gambling license only if agree to pay gambling taxes — The omnibus tax act
effectively removed a gambling tax exemption to organizations recognized by federal law as
“quasi-governmental organizations.” Testimony at hearings identified a Red Cross affiliate as
the only current gambling license holder who would be affected, and the provision was
supported by other organizations to create a level playing field. The provision was estimated to
raise about $600 thousand per year.

Tax Changes that Reduce Revenue

Federal income tax update — The omnibus tax act updates Minnesota income tax (both
individual and corporate) for federal tax law changes enacted in the Job Growth and Tax Relief
Reconciliation Act of 2003 (JGTRRA), at a cost of $103 million in the 2004-05 biennium. The
three federal tax changes that affect the definition of Minnesota taxable income are:

e Increase the standard deduction for married taxpayers (joint returns) to twice that for
single taxpayers (tax years 2003 and 2004);

e Increase the limit on expensing of capital assets from $25,000 to $100,000, and raise the
starting point of the phaseout from $200,000 to $400,000 (tax years 2003 through 2005); and

e Increase the allowance for bonus depreciation from 30% to 50%, effective for property
acquired between May 5, 2003, and January 1, 2005.

The omnibus tax act fully conforms Minnesota law to federal law for the first two of these. The
standard deduction change removes one of the remaining marriage penalties from the income
tax, and the expensing rules (section 179 of the federal tax code) provide a tax break for smaller
businesses. Failing to conform to these federal changes would have required adding lines to the
Minnesota tax return.

For bonus depreciation, the new law does not fully conform. Instead, it adopts the same fix as
with the original bonus depreciation provisions enacted in 2002. Taxpayers will add back 80
ercent of the bonus depreciation in the year it is claimed on the federal return, then subtract one-
fifth of that add-back amount in each of the following five years. This simplifies tax calculations
because taxpayers are not required to keep track of two different depreciation schedules — one for
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federal tax and another for state tax.

face under full conformity.'*

The fiscal impact of the federal update provisions is shown in Figure 8.

But it also avoids the large revenue loss the state would

Figure 8: Federal Tax Update

($1000s)
2004-05 2006-07
FY 2004 | FY 2005 | Biennium | FY 2006 | FY 2007 | Biennium
Standard deduction
increase for married filers (56,400) | (18,600) | (75,000) 0 0 0
(Individuals)
Increase expensing from
$25,000 to $100,000
Individuals (18,400) | (17,300) | (35,700) (8,500) 9,000 500
Corporations (2,400) | (2,200) (4,600) (1,100) 1,100 0
Total (20,800) | (19,500) | (40,300) (9,600) 10,100 500
50% bonus depreciation
(5/6/03 to 12/31/04)
Individuals 1,200 3,600 4,800 (1,200) (800) (2,000)
Corporations 1,800 5,400 7,200 (1,800) (1,200) (3,000)
Total 3,000 9,000 12,000 (3,000) (2,000) (5,000)
Total federal update (74,200) | (29,100) | (103,300) | (12,600) 8,100 (4,500)

Changes in expensing and bonus depreciation simply shift a company’s tax deductions among tax years, so gains
and losses sum to zero over the lifetime of the assets. A reduction (gain) in revenue in FY 2004 will be offset by an
equal gain (reduction) in revenue in some later tax year.

Other income tax changes:

e Increase charitable deductions allowed in the AMT- In computing income subject to tax
under the alternative minimum tax, prior law allowed a taxpayer to deduct charitable
contributions only to the extent they exceeded 1.3 percent of income.”” The 2003 omnibus

' As in 2002, the new law conforms to the federal definition of adjusted gross income, with full deduction of bonus
depreciation, in calculating eligibility for and phaseout of various deductions and credits. Full conformity for the
new bonus depreciation would have cost over $200 million in the 2004-05 biennium. In contrast, the chosen
approach raises $12 million of revenue in the first biennium, with losses starting in FY 2006. For further
explanation of bonus depreciation, see the 2002 version of this document, Summary of the Fiscal Actions of the 2002
Legislature (www.house.leg.state.mn.us/fiscal/files/02budsum.pdf’), pages 67-70. Note that new lines are added to
the Minnesota tax return beyond those already added in 2002.

'3 This 1.3 percent floor was enacted in the 2002 special session (effective beginning in 2002), in response to a court
case (Chapman vs. Commissioner of Revenue). Prior to that court decision, only contributions to “Minnesota
charities” were deductible; no deduction was allowed for contributions used by charities at locations outside
Minnesota. The Minnesota Supreme Court ruled this a violation of interstate commerce. The 1.3 percent floor was
chosen in 2002 because it was estimated to have the same revenue impact as the unconstitutional limitation. For a
more complete explanation of the 2002 changes, see House Fiscal Analysis Department, 2002 Special Session:
Fiscal Summary of Flood Relief and Tax Provisions (Money Matters 02-08, October 2002), pages 6-7.
www.house.leg.state.mn.us/fiscal/files/02floodmm.pdf

Tax Revenue Changes, Page 10



http://www.house.leg.state.mn.us/fiscal/files/02budsum.pdf
http://www.house.leg.state.mn.us/fiscal/files/02floodmm.pdf

FY 2004-05 Enacted Budget

tax act reduced the 1.3 percent floor to 1.0 percent. This provision will reduce tax by roughly
$300,000 per year.

e Jobs Credit for Northwest Airlines — Extends carryover period for jobs credits from 10
years to 20 years, and any credits unpaid at the end of the 20-year carryover period will be
refunded to the taxpayer. These credits were provided under the state refinancing package
enacted in 1991, for jobs created at the Duluth aircraft maintenance base in the late 1990s.
Under prior law, Northwest Airlines might never have received these nonrefundable credits if
it failed to earn sufficient profits by the 2008 tax year. Any state revenue impact would occur
in FY 2009 or later.

Miscellaneous Sales and Excise Tax Provisions — See Figure 9.

Figure 9
Miscellaneous Sales and Excise Tax Provisions
(Dollars in $1000s)
Tax Provision etfectivel ey 5004| Fy 2005 | 209495 | py 2006 |Fy 2007| 2096:07
date Biennium Biennium
General Sales Tax
Camp fees exemption 7/1/03 (39) (46) (85) 47 (49) (96)
Construction materials exemptions
for specific projects
Public safety radio 8/1/03 to
system (extend date) 7/31/05 (350) ®815)]  (1,165) 0 0 0
Duluth Convention 7/1/95 to
Center (modify) 653001 | %) 0 (22) 0 0 0
Walker Art Center 6/1/03 (815) (610)| (1,425) 0 0 0
Hydro-electric power |1/1/04 to
plant (Minneapolis) 12/31/04 (15) (18) (133) 0 0 0
Biomass electric power |7/1/03 to
plant (Benson) 6/30/05 (200) 0 (200) 0 0 0
Total — general sales tax (1,531) (1,489)| (3,030) 47 49) (96)
Motor vehicle excise tax
Vehicles gifted by
nonprofits 7/1/03 9) 9) (18) ) 9) (18)
Alcohol Excise Tax
Low-alcohol ice cream —
special rate 7/1/03 (11) (15) (26) (15) (16) 31)
Total for general fund (1,561) (1,513)| (3,074) (71) (74) (145)

e Camp fees — Prior law limited the exemption to fees camps owned and operated by
charitable organizations charged for campers age 18 and under. The omnibus tax act
eliminates the age restriction, but limits the exemption to fees paid for educational or
religious services primarily for children, adults accompanying children, or people with
disabilities.
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Public safety radio — extends for two years the exemption for materials used to construct,
operate, maintain, or improve the backbone system of a region-wide public safety radio
system.

Duluth Convention Center — modifies exemption originally granted in 1995, extended in
1998 (but repealed in 2001) to include equipment (rather than just building materials) and
purchases by contractors. This is consistent to the exemption provided for the Minneapolis
Convention Center and River Centre Arena (St. Paul). Effective retroactively to period of
exemption in prior law.

Walker Art Center — exempts construction materials and equipment if at least $70 million is
raised from private sources. (The exemption does not apply to the parking garage.)

Crown Hydro (Minneapolis) — extends exemption for construction materials by one year.
Biomass electric power plant (Benson) — extends exemption for construction materials,
supplies, and equipment by two years.

Vehicles gifted by nonprofits — expands the motor vehicle sales tax exemption for gifts
between individuals to include donation of a vehicle to an individual by a nonprofit
organization.

Low-alcohol ice cream — special tax rate of 2 cents per liter for low-alcohol (less than
3.2 ercent alcohol) dairy cocktails. Products would include both ice cream including liquor
and pre-mixed cocktails using milk or milk products as the mix. These products now taxed at
about the rate that applies to 3.2 beer. Under prior law, the distilled spirits tax rate ($1.33 per
liter) applied to these products, making it difficult to market these new products.

Tax free zones

JOBZ: The new law designates up to ten Job Opportunity Building Zones (each including
up to 5,000 acres) located in economically distressed rural areas of Minnesota (outside the
seven-county metro area). New businesses in those zones would be exempt from most or all
state and local taxes.

The estimated state cost of the tax-free zones is based on the experience of similar zones in
Michigan and Pennsylvania. The sales tax exemption is expected to account for about
75 percent of the total state cost over the next four fiscal years, with a tax credit on qualifying
payrolls accounting for an additional 20 percent. The act appropriates money to both the
Department of Trade and Economic Development and the Department of Revenue to pay for
administrative costs. Details are shown in Figure 10, and a more complete description is
given in the box on the next page.

Figure 10. Estimated State Fiscal Impact of Job Opportunity Building Zones

$1000s
Job Opportunity Building Zone 2004-05 2006-07
Provision FY 2004 | FY 2005 |Biennium| FY 2006 | FY 2007 ||Biennium
Sales & Use Tax exemption (1,410)| (2,950) (4,360)| (2,780)| (3,280)] (6,060)
Job Credit 0 0 0 (990)| (1,640)] (2,630)
Corporate tax exemption 0 (110) (110) (260) (360) (620)
Total (1,410)| (3,060)| (4,470)] (4,030)| (5,280)| (9,310)
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* Administrative appropriations to DTED and the Department of Revenue total $207 thousand in the 2004-05
biennium and $114 thousand in the 2006-07 biennium. Because some tax of the property tax is assumed shifted to
homeowners, state expenditures for property tax refunds are also estimated to rise by $10 thousand in the 2004-05
biennium.

Job Opportunity Building Zones (JOBZ)

Eligible Businesses: Businesses are generally eligible if they carry on a trade or
business within the tax free zone. However, a business relocating from outside the
zone is a qualifying business only if it either:

o Increases full-time employment by at least 20 percent in its first full year of
operation in the zone and maintains that employment for the duration of the
zone; or

o Makes a capital investment in the zone equal to at least 10 percent of the
business’ gross revenue in immediately preceding year.

Recapture provision: A business that ceases business operations after relocating from
outside the zone must repay any local contributions or tax reductions received in the 2
years immediately prior to ceasing operations in the zone.

Businesses in those zones would generally be exempt from the following taxes for up

to 12 years:
o Local property tax on all real property and improvements (though land would
still be taxed)

o State property tax on all real property and improvements

o Wind energy production tax

o State and local sales and use taxes on goods and services a qualified business
uses within the zone

o State and local sales and use taxes on construction materials for business
improvements within the zone (purchased by the business or a contractor)

o Motor vehicle sales tax on vehicles garaged and primarily used in the zone.

o Corporate franchise tax (prorated by average share of Minnesota property and
payroll in the zone)

o Income tax on business income earned in the zone (capped at 20 percent of
sum of wages and initial investment)

o Income tax on rental income from real or tangible personal property located in
the zone

o Income tax on capital gains from sale of real or tangible personal property
located in the zone (prorated by share of time property was owned while the
zone was in effect) or of ownership shares in zone businesses.

Payroll Credit: Businesses would also qualify for a 7 percent refundable tax credit
on each dollar of total payroll in excess of $30,000 times the number of full-time
equivalent employees. (The portion of any worker’s salary in excess of $100,000 is
excluded in calculating the total payroll.)
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e Agricultural Processing Development Zones — up to five zones can be designated, with
benefits identical to those in a Job Opportunity Building Zone. However, the size of these
zones is limited to the agricultural processing plant.

e Biotechnology and Health Science Zone — one zone, potentially made up of
noncontiguous subzones located near the Mayo Clinic or the University of Minnesota.
Tax benefits vary from JOBZ in the following ways:

= No general exemptions from individual income tax, wind energy production
tax, or motor vehicle sales tax.

= Refundable research and development credit. This is essentially the same as
the research credit generally allowed under the corporate franchise tax except
that it is refundable. Credit equals 5 percent of first $2 million of research
expenditures plus 2.5 percent of additional research expenditures. If the credit
exceeds tax in the year the research expenditures are made, the excess will be
paid as a refund rather than simply carried forward to future years.

Most importantly, state tax benefits for the biotechnology zone are limited to a total of
$1 million and are funded only for the 2004-05 biennium. Businesses must apply to
DTED for a share of the maximum allowable $1 million in tax certificates. Although the
zone will be authorized for 12 years, no state tax exemptions or credits are authorized

beyond the 2004-05 biennium.

Fees in the Omnibus Tax Act

Cigarette fee on nonparticipating manufacturers — A fee of 35 cents per pack is imposed on
all cigarettes manufactured by a business that is not a participant in the Minnesota tobacco
settlement. It is estimated that this fee will be paid on 6.4 percent of all cigarettes sold in
Minnesota, raising about $7 million per year in general fund revenue.

Only the four largest cigarette manufacturers are participants in the Minnesota tobacco
settlement. Those manufacturers make annual payments to Minnesota. The $189 million they
will pay in FY 2004 is roughly equivalent to 55 cents per pack sold in Minnesota. Those not part
of the settlement have a competitive advantage over the settling companies because they do not
pay this amount. The 35 cent per pack fee is designed to help create a level playing field and to
help slow the erosion in market share by the participating companies (which itself reduces the
annual settlement payments).

The cigarette fee will be collected in the same way as the cigarette excise tax, so the cigarette
wholesalers will be required to make accelerated payments in June. As a result, collections will
be higher the first year (FY 2004). Because the fee is expected to raise the price of these
cigarettes, it will also lead to an increase in sales tax revenue, as shown in Figure 11.'°

'® There is no floor tax on these cigarettes, so companies may avoid some of the first-year tax by increasing their
stock of these brands right before fee’s effective date.
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Figure 11. Fee on Cigarettes from Nonparticipating Manufacturers

($1000s)
FY | FY (2004-05| FY | FY [ 2006-07
2004 | 2005 [Biennium{ 2006 | 2007 [Biennium|
Fee of $0.35 per pack 6,39016,560| 12,950]6,730(6,800] 13,530
One-time gain from June accelerated payment 425 0 425 0 of 0
Increased sales tax due to higher-priced cigarettes| 420 | 430 850( 440| 440 880
Total 7,23516,990| 14,225]7,170(7,240] 14,410

Tax-Related Fees in Other Acts

Fee for filing a paper return — Chapter 1, 2003 Special Session (State Government
Finance Bill) levies a $5 fee for each individual income tax return filed as a paper return
by a commercial tax preparer. The Department estimates that it costs about $5 to process
each paper return (compared to $1.24 per electronically filed return). Under current law,
commercial preparers are required to file electronically if they filed at least 100 tax
returns in the previous year, but there is no penalty for those who fail to comply.! There
would be no fee charged for paper returns filed by individual taxpayers or by voluntary
tax preparers (such as the VITA program) who charge no fee.

The revenue estimate assumes that 240,000 paper returns will be filed in FY 2004 by
commercial preparers, yielding $1.2 million in revenue. The number is expected to fall
to 160,000 (and $0.8 million) in the following years.

Selected No-Cost Items

Local food and lodging taxes — The omnibus tax act authorized Newport to levy a lodging tax,
and it authorized Duluth to use the existing food and lodging taxes to repay debt on the Great
Lakes Aquarium. Itaska County is also authorized to levy a county-wide lodging tax,
superceding existing city and township lodging taxes.

Local sales tax study — Department of Revenue study of the appropriate role of local sales taxes

in the state and local revenue system, with recommendations, to be completed by February 1,
2004.

Regulation of commercial tax preparers — Primarily in response to complaints about abuses by
commercial tax preparers offering “refund anticipation loans” at high rates of interest, the
omnibus tax act specifies disclosure rules as well as standards of conduct.
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Omnibus tax provisions enacted by Chapter 21, 2003 First Special Session, along with a few
provisions enacted as part of Chapter 127, 2003 Regular Session, will reduce general fund
expenditures by an estimated $541.5 million for the FY 2004-05 biennium. FY 2004-05
expenditures reflect aids paid in CY 2003 and CY 2004. As summarized in Table 1, FY 2004-05
expenditures will decline to $2.737 billion from a February 2003 forecast base of $3.279 billion,
including reductions for:

Cities totaling $333.0 million, including $292.6 million for local government aid (LGA)
payments and $40.4 million for lower market value credit reimbursement payments.

Counties totaling $189.5 million, including reductions of $65.0 million in CY 2003 and
$124.6 million in CY 2004. In addition, market value credit reimbursement payments
will be reduced by $612,000 for two counties in CY 2005.

Towns totaling $7.5 million, including reductions to market value credit reimbursement
payments of $3.0 million in CY 2003 and $4.5 million in CY 2004. The CY 2003
reductions are equal to 2 percent of a town’s CY 2003 certified levy; the CY 2004
reductions are equal to 3 percent of a town’s CY 2003 certified levy.

Special Taxing Districts totaling $6.6 million, including reductions to market value
credit reimbursement payments of $2.8 million in CY 2003 and $3.8 million in CY 2004.
The CY 2003 reductions are equal to 1.5 percent of a district’s CY 2003 certified levy;
the CY 2004 reductions are equal to 2 percent of a district’s CY 2003 certified levy.

Further, a variety of smaller changes (described more fully below) include,

expenditure reductions of:

$5.2 million for lower taxpayer interest payments;
$1.6 million for the elimination of attached machinery aid,
$100,000 for the elimination of the oil filter refund program,;

$627,000 in FY 2005 resulting from a correction to a court takeover provision enacted in
2001

and expenditure increases of:

$1.5 million for the border city disparity reduction credit program,;

$200,000 for taxpayer assistance grants;

$412,000 for the department of revenue to administer the bill provisions; and
$30,000 to extend the Indian Casino Aid program to one more county.

Finally, homeowner property tax refunds are expected to increase somewhat relative to baseline
as a result of selected property tax exemptions and increases in property taxes resulting from
local governments levying back of a portion local aid reductions.
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Table 1

2003 Omnibus Tax Provisions
Changes to General Fund Budgeted Expenditures
(dollars in thousands)

FY 2004-05 | FY 2004-5
Base Governor’s Enacted FY 2006-07

Program FY 2004-05 Recs Budget Tails
Homeowner property tax refunds 247,017 247,017 247,386 293,948
Renter refunds 272,832 272,832 272,832 279,114
Targeting refunds 26,200 26,200 26,200 26,200
Forest land tax credits 8,206 8,206 8,206 9,898
Oil filter refunds 100 0 0 0
Political contribution refunds 9,800 3,934 9,800 9,800
City LGA + low-inc. housing aid 1,196,308 820,522 903,729 874,104
Major County Aids

Attached machinery aid (13 counties) 4,784 0 410 0

HACA (regular + manf. Home) 334,536 134,471 134,540 0

Out-of-home placement aid 53,313 0 0 0

Criminal justice aid 65,758 32,476 32,201 0

Public defender costs 997 992 992 1,000

Family preservation aid 48,582 23,991 23,884

County program (inc. transition aid in 110,750 110,750 412,627
FY06)

Court takeover aid 15,872 15,594 3,288

Court maintenance of effort aid 2,769 2,769 2,142 1,576
Home+Ag Market Value Credits

Cities 172,617 113,674 132,242 162,109

Counties 311,388 311,210 310,776 312,834

Townships 35,583 28,283 28,083 33,943

Special Districts 27,442 22,142 20,892 30,557

School Districts 146,902 146,902 146,902 143,960
Other Local Aids

Attached machinery aid-school 1,620 0 0 0

Disparity reduction aid 39,124 39,124 39,124 39,468

Border city disparity aid 9,496 9,496 10,996 11,499

Indian casino aid 1,386 1,386 1,416 1,426

Supplemental homestead credit 9,896 9,896 9,896 10,397

Taconite aid reimbursement 1,066 1,066 1,066 1,066

Taconite state aid 15,004 15,004 15,004 14,690
Pension aids* 189,788 189,788 189,788 210,971
Taxpayer interest 45,200 40,000 40,000 40,000
Other expenditures** 867 -126 1,479 782
TOTAL EXPENDITURES 3,278,561 2,627,877 2,736,330 2,922,630

* Includes Aid to Police and Fire, local police and fire amortization aids, and PERA aid.
** Includes disaster credits, enterprise zone credits, senior deferral program, and educational homestead

credit (repealed in 2001 and no expenditures after FY 2004), taxpayer assistance grants, and departmental
appropriations for administering the JOBZ program and other provisions.
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City Aid Reductions and New Distribution Formula

Chapter 21 requires permanent reductions in city local government aid (LGA) as well as
temporary reductions in city market value credit reimbursement payments to cities that receive
little or no LGA.

LGA payments are reduced by $122.0 million in CY 2003 aids (20.8 percent) and by
$170.6 million in CY 2004 (28.1 percent) relative to the prior law baseline. The resulting LGA
funding level of $437.1 million for CY 2004, compared to $607.6 million under prior law, will
carry forward as the permanent funding level in CY 2005 and thereafter. In addition, market

value credit reimbursement payments are reduced by $20.2 million in both CY 2003 and
CY 2004.

CY 2003 LGA and market value credit cuts are based on across-the-board reductions equal to a
set percentage of a city’s CY 2003 certified levy plus certified state aids subject to certain caps.
Reductions for CY 2004 reflect the implementation of a new LGA distribution formula, subject
to minimum and maximum cut criteria designed to phase-in the new distribution formula over
time. Reductions in CY 2003 apply first to LGA and then to market value credit reimbursement
payments; CY 2004 market value credit cuts are equal to the CY 2003 market value credit
reduction, up to a city’s total amount of market value credits.

Calendar 2003/ FY 2004

In CY 2003, every city is subject to an aid reduction equal to 9.3 percent of the city’s “levy plus
aid revenue base” for CY 2003. The levy plus aid revenue base for a city is equal to its CY 2003
certified levy plus the sum of the aid amounts the city is certified to receive in CY 2003 (before
cuts) for LGA, existing or new construction low-income housing aid, and taconite aid. Cities
may also receive revenue from other sources—such as local option sales taxes, fines and charges,
or federal assistance—and CY 2003 aid reductions are limited to the lesser of:

e 9.3 percent of levy plus aid; or

e 5.25 percent of the city’s total revenues for CY 2000, as reported by the Office of State
Auditor, for cities over 1,000 in population, or 3.7 percent of total revenues for cities
under 1,000 in population and for cities with a three-year average growth in levy plus aid
of less than two percent.

The levy plus aid cut amount is subtracted first from a city’s LGA payment and then from its
market value credit reimbursements. The overall aid cut further limited to the sum of the
payments a city would otherwise receive under these two programs. The reductions enacted for
2003 follow the same methodology as proposed by the Governor, although the percentage
reductions differ slightly due to more current information becoming available during the
legislative session.
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Calendar 2004/FY 2005 Aid Reductions

Beginning in CY 2004, LGA will be distributed based on a new funding formula intended to
eliminate all “grand-fathered” aid over time. For CY 2004, a city’s LGA cut—relative to
CY 2003 certified LGA prior to cuts—is equal to the difference between the amount it was
certified to receive on CY 2003 and the amount it would receive under the new distribution
formula, except that a city’s CY 2004 aid cut cannot be smaller than its CY 2003 aid cut and:

e cannot be less than its CY 2003 aid cut, except to the extent that it receives a special city
aid base increase in CY 2004;

e cannot be more than 14 percent of the city’s 2003 levy plus aid base if the city’s ANTC
per capita exceeds $700, or 13 percent if the city’s ANTC per capita is less than $700.

New LGA Distribution Formula

Chapter 21 replaces the old law four-factor LGA distribution formula enacted in 1993 for cities
with populations equal to or greater than 2,500, with a new five-factor formula effective for aids
payable in CY 2004. Further, the old-law formula for cities under 2,500 is retained but formula
coefficients are updated to reflect current city spending patterns.

It is important to note that the formula is not intended to measure absolute need, such as the
minimum amount of revenue a certain city needs to provide a defined level of city services.
Rather the formula measures relative need and capacity among cities with the objective being
proportionately less aid, or no aid, distributed to cities with low revenue need and high ability to
pay, and more aid distributed to cities with high revenue need and low ability to raise revenue.

Like the old formula, the new formula distributes aid based on the gap between a city’s Revenue
Need and its Revenue Capacity, subject to appropriation limits and other minimums and
maximums. A city’s Revenue Need is equal to the sum of each of its need factors multiplied by
the relevant coefficient for each need factor, multiplied by the population for the city. A city’s
Revenue Capacity is equal to its net tax capacity multiplied by the tax effort rate plus,
beginning for aids payable beginning in C'Y 2005, a portion of its taconite aids'.

Under the old law formula for cities over 2,500, city revenue need was determined by four
factors: the percentage of pre-1940 housing; the percentage of commercial-industrial property;
population decline; and population. As described in Table 2, the new formula determines
Revenue Need based on five factors: the percentage of pre-1940 housing; population decline;
the number of road accidents per capita; metropolitan status; and average household size.

! Chapter 21 requires that 25 percent of a cities taconite aids be added to its revenue capacity for aids payable in
2005, 50% for 2006, 75% for 2007, and 100% for 2008 and subsequent years.
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Table 2
New LGA Distribution Formula Factors
Cities Over 2,500 in Population

Revenue Need Factor Coefficient Description/Interpretation

Percentage of housing 5.0734908 Need is increased by 5.07 for every 1% of

stock built before 1940 housing stock built before 1940

Population decline 19.141678 The greater the percentage decline in a city’s

percentage population over the past 10 years, the greater the
city’s revenue need

Road accidents per capita | 2540.06334 The more accidents occurring within a
jurisdiction, the greater a city’s revenue need

Metropolitan area city 35.20915 A city’s revenue need is increased by 35.20915 if
it is located outside the seven-county metro area.

Average household size 49.10638 The greater the average household size in a city,
the lower its revenue need

The need factors and the coefficients are the result of a statistical analyses designed to identify
the variables best able to predict a city’s revenue need, based on past spending patterns for all
cities. While the link between city spending and formula factors and coefficients may not always
seem apparent, the statistical methods used are designed to identify the most unbiased factors,
even if those factors are proxies for other factors. For example: the number of road accidents per
capita is likely correlated with high numbers of non-residents using city streets, such as
commuters, college students, or tourists; and cities with large proportions of housing stock built
before 1940 tend to be older cities, with aging populations and infrastructure.

In addition to revising the distribution formula, Chapter 21 repeals most city base aid, or
“grand-fathered aid,” beginning with aids payable in CY 2004. In particular, all grand-fathered
aid established in 1993 when the old formula was created, as well as regional center aid enacted
in 2001 are repealed. However, limitations on the amount that each city’s aid may
increase/decrease from one year to the next have the affect of phasing-in the new formula and
phasing-out grand-fathered aid. More specifically, a city’s LGA cannot increase or decrease from
the previous year by more than 10 percent of the city’s net tax capacity for the previous year.

Special law aid base provisions applying to specific cities are retained and two additional special
law provisions are added by Chapter 21, including an increase of $200,000 in 2004 only for
Red Wing and a permanent increase of $10,000 beginning in 2004, to compensate that City of
Comfrey for the fact that much of its pre-1940 housing stock was wiped out by natural disaster in
1998.

City Levy Limits

Chapter 21 extended levy limits for one year for cities with populations greater than 2,500 to
taxes payable 2004. The levy limits are equal to the amounts the city actually levied in 2003, not
including special levies, plus 60 percent of its aid loss for 2004 (meaning the difference between
2003 certified aids and the amount it is certified to receive in 2004). A city cannot levy back its
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2003 aid loss. State payments for market value credits will return to full funding level beginning
in 2005 and thereafter. Cities will be allowed to levy-back for 60 percent of the 2004. Levy
limits do not apply to cities under 2,500 in population, which means levies for taxes payable in
2004 are at the discretion of local officials.

County Aid Cuts

Chapter 21 reduces county aids by $65.0 million in 2003 (FY 2004) and $124.6 million in
CY 2004 (FY2005). In addition, five county aid programs are consolidated into one aid program
beginning in CY 2004. The aid cuts consist of across-the-board reductions in levy plus aid for
both CY 2003 and CY 2004, as well as the repeal of CY 2004 rental housing replacement aid
and repeal of statutory inflation for aid appropriations beginning with aids payable CY 2004. A
new county program aid funding formula was enacted for CY 2005 and thereafter.

As summarized in Figure 1, general purpose county aids will decline by 29 percent in CY 2003,
from $225 to $160 million, and by 53 percent in CY 2004, from $235 to $111 million, before
rebounding to a funding level of $206 million in CY 2005. As will be discussed further below,
these amounts do not include the aid certain counties will receive to fund district court
administration until those costs are assumed by the state.

Figure 1
Comparison of Total County Aids
Old Law -v- Chapter 21, 2003 First Special Session
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In addition, Chapter 21 makes changes to ensure continued funding for a variety of programs
intertwined with the programs being consolidated and repealed, including completion of the state
takeover of court administration, funding for certain public defender costs, and funding for local
fiscal impact notes. Selected corrections are also made to previously enacted provisions related
to state takeovers of court functions.
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Calendar 2003/ FY 2004

As summarized in Table 3, CY 2003 county aid reductions are equal to 3.21 percent of each
county’s levy plus aid revenue base. The levy plus aid revenue base is defined as CY 2003
certified aids plus the sum of the aids the county was certified to receive in CY 2003, before aid
cuts, from regular homestead and agricultural credit aid (HACA), manufactured home HACA,
family preservation aid, criminal justice aid, and taconite aid.

Table 3
County Aid Reductions CY 2003 and CY 2004
FY 2004 and FY 2005

2003 Aid Changes

3.21 percent of the counties levy plus aid for 2003. Levy plus aid is defined as the 2003 certified net tax
capacity levies plus the sum of the certified 2003 aid amounts for:
o regular HACA, excluding amounts for future court administration takeover;
manufactured home HACA;
criminal justice aid;
family preservation aid; and
taconite aid.

Aid cuts are to be subtracted in order from:
e attached machinery aid;
regular HACA (after adjustment for court takeover);
manufactured home HACA;
criminal justice aid;
family preservation aid; and
market value credit reimbursement payments.

Differences from the 2003 reductions proposed by the Governor include:
= No maximum cut based on a percentage of total revenues reported to state auditor;
= No preferences for counties with slow levy plus aid growth;
2003 HACA adjusted to regular HACA (after adjustment for court takeover); and
= Transit aid eliminated from the levy plus aid base.

2004 Aid Changes

CY2004:
5.689 percent of the counties 2003 levy plus aid (see above).

Aid cuts are to be subtracted in order from:
e County program aid*; and then if necessary
e market value credit reimbursement payments.

*County program aid for 2004 will equal the sum of the 2003 certified aid amounts for:

e attached machinery aid;

o regular HACA, after subtractions for court administration takeover and not including 2004
rental housing replacement aid and out-of-home placement aid, which are both repealed;
manufactured home HACA;

e criminal justice aid;
family preservation aid.

Chapter 21 reductions for 2004 differ from those proposed by the Governor in the same was as for 2003.
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In 2003, the reductions are subtracted from payments under individual county aid programs in
the following sequence: attached machinery aid, basic homestead and agricultural credit aid
(HACA); manufactured home HACA; family preservation aid, and criminal justice aid. No
counties will experience a reduction in market value credit reimbursements in CY 2003.

Calendar 2004/ FY 2005

As also summarized in Table 3, five county aid programs are consolidated into one county
program aid in CY 2004. County program aid payments are then reduced 5.689 percent of each
county’s CY 2003 levy plus aid revenue base. In addition, two aid programs enacted as part of
the 2001 property tax reforms and scheduled to first take effect in CY 2004—2004 rental
housing replacement aid and out-of-home placement aid—were repealed.

The overall reduction of $124.6 million in county aids for CY 2004, relative to baseline, consist
of $114.5 million in cuts relative to CY 2003 aid amounts, plus $4.6 million from the repeal of
rental housing replacement aid for CY 2004; a total of $4.6 million of statutory appropriation
growth for four aid programs; and approximately $0.8 million for the increase in out-of-home
placement aid relative to HACA offsets that would had occurred had out-of-home placement aid
not been repealed”.

However, because the aid amounts and distribution amounts folded into county program aid are
equal to the CY 2003 certified aid amounts for each program, the distribution of aids across
counties is not affected by the consolidation in CY 2004.

Calendar 2005/ FY 2006 and after

Beginning in CY 2005, the funding level for county program rebounds to $205 million annually
from $110.8 million in CY 2004, after aid reductions. However, the full amount is subject to a
new funding formula that will distribute $100 million based on need factors similar to factors
included in the county aid programs that are eliminated. The remaining $105 million will be
distributed based on the tax capacity of the county relative to an average county spending level.

Although the funding level increases substantially from CY 2004, not all counties will receive
more aid, and some may receive less, depending on how the county compares on the need and
capacity factors. In general, counties that have high per capita tax base and receive large amounts
of HACA, relative to other counties, are more likely to experience lower aid levels. However,
Chapter 21 also provides for transition aid for those counties that experience changes in aid,
relative to current law aid distribution at a commensurate funding level, in excess of 3 percent of
adjusted net tax capacity. Counties qualifying for transition aid CY 2005 will receive two-thirds
of the CY 2005 amount as transition aid in 2006, one-third of the CY 2005 amount as transition
aid in 2007, and no transition aid after CY 2007.

? Under old law, out-of-home placement aid would have been equal to 30% of non-federal out-of-home placement
costs and the 2004 aid amounts would have been subtracted the 2004 HACA amounts for each county. However,
because county received less in HACA than it would have received in out-of-home placement aid, that county would
have gained $900,000 in aid.
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Interactions with Other Programs

Elimination of HACA and criminal justice aid in CY 2004 when those programs are collapsed
into county program aid necessitated several changes to maintain funding sources for several
programs that had been linked to those programs.

Public Defender Costs: Under prior law, 1.5 percent of the criminal justice aid appropriation
was annually set-aside fund public defense services for correctional facility inmates and any
unspent funds were added into the criminal justice distribution formula the following year.
Chapter 21 requires that $500,000 be subtracted from county program aid to fund these services’.

Local Impact Notes: Under prior law, the Commissioner of Finance was authorized to bill the
Commissioner of Revenue up to $200,000 annually for the costs of completing local fiscal
impact notes and then those costs were then deducted from county HACA distributions. Chapter
21 directs that these subtractions now be made from the $105 million allocated to tax base
equalization aid under the new county aid program. Similar timing issues to those sighted in the
footnote to the public defender costs apply to local impact note funding.

In addition, Chapter 21 also requires that local impact notes must also be completed, upon
request, for law changes affecting school districts. The amount that the Commissioner of Finance
is authorized to bill for completing local impact notes is increased to $207,000 and the
Commissioner of Education is similarly authorized to bill the Commissioner of Revenue up to
$7,000 annually for completing such local impact notes for school districts.

Court Takeover Provisions and Aid: Under prior law, county HACA payments were to be
reduced by the a portion of the difference between court administration costs for the county and
the fine revenue that county was transferring to the state once court costs were taken over by the
state. However, because HACA is being eliminated in 2004 and court takeover adjustments
would not have been completed until CY 2006, Chapter 21 makes the following changes:

e The levy plus aid revenue base for all counties that have not yet been taken over is
adjusted so that such counties do not incur a greater share of the aid cuts relative to other
counties;

e The Supreme Court, Office of State Courts, is directed to certify a final aid offset amount
for all counties by July 15, CY 2003, regardless of when the state will assume final
funding responsibility for a county’s court administration costs, and those aid offset
amounts will then be deducted from HACA prior to consolidation into the new county aid
program in CY 2004;

e A new, temporary, court transition aid program is established to pay aid to counties in
direct proportion to the HACA amounts that would have been lost upon state takeover
under prior law; and

3 Although the intent was to provide a seamless source of funding for these public defender services, the $500,000
subtraction from county program aid becomes effective for 2005 under chapter 21 rather than 2004 as intended. A
letter from the Chairs of the House and Senate Tax Committees clarifies the intention of the Members to seek the
necessary adjustments in the next legislative session. In addition, provisions may need to be added to allow for any
unspent funds to be returned to the general fund in subsequent years.
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e Court maintenance of effort is established as a temporary aid program, independent of
HACA, to provide funding for the required increases in county spending on district court
administration after CY 2003 and up until the time the state assumes funding
responsibility for such costs.

Use of County Aids - County Budget Flexibility

Chapter 21 maintains the statutory requirements that counties use family preservation aid to fund
family preservation programs, and criminal justice aid to fund criminal justice programs, for aids
payable in CY 2003. However, those requirements are repealed for aids payable in CY 2004
when family preservation aid and criminal justice aid are collapsed into county program aid.

Although county program aid will continue to be based, in part, on need factors related to family
preservation and criminal justice programming, county program aid is considered a
general-purpose aid with no limitations on how counties can spend the money. Further, although
the amounts of court transition aid and court maintenance of effort aid a county receives are
directly related to how much they are required to spend on court administration until those costs
are assumed by the state, there is no requirement that the dollars paid under those programs be
the dollars used to fund court administration.

County Levy Limits

Similar to cities, Chapter 21 extends levy limits for counties by one year for taxes payable 2004.
The levy limits are equal to the amounts the county actually levied in 2003, not including special
levies, plus 60 percent of its aid loss for CY 2004, including any amounts that will be subtracted
from market value credits. A county cannot levy back its CY 2003 aid loss.

However, it should be noted that because some county aids had not been previously included in
the calculation of levy limits, Chapter 21 also directs that the CY 2003 levy limit base be
adjusted to incorporate those aids. Table 4 summarizes the treatment of the various county aid
programs under Chapter 21.

Table 4
Treatment of County Aid Programs for Levy plus Aid Base, and Levy Limits

Included in Levy + Included in 2004 Part of Adjusted
Program Aid Revenue Base Program Aid Levy Limit Base
Attached Machinery Aid No Yes Yes
HACA-regular Yes Yes Yes
HACA-manufactured Yes Yes Yes
home
Family Preservation Aid Yes Yes Yes
Criminal Justice Aid Yes Yes Yes
Taconite Aid Yes No Yes
HACA adjustment for Yes Yes Yes
Court Errors
Court MOE Aid No No No
Court Transition Aid No No Yes
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Other Expenditure Provisions

Chapter 21 also included general fund expenditure changes for a variety of targeted aid
programs, including:

e Repeal of the used oil filter refund program that provided $50,000 in “refunds™ annually.
The program was first enacted in 1998 to supplement the used oil reimbursement
program by paying refunds to businesses or individuals that collected and properly
disposed of used oil filters. Refunds were limited to 200 applicants and $250 per
applicant.

e Expansion of the county tribal casino aid program to include all counties regardless of
whether the Tribe operating the casino in the county has entered into a tax agreement
with the state. As result, Goodhue County will receive payments estimated at $10,000 in
FY 2004 and $20,000 each year thereafter. The program shares 5 percent of the state
excise taxes (tobacco, alcohol, and motor fuels) collected from activities on reservations
with counties in which tribal casinos are operated. However, under prior law the program
only applied to counties the Tribe operating the casino had entered into a tribal tax
agreement with the state.

e Repeal of attached machinery aid for school districts beginning with aids payable in
2003. Under this program, 11 school districts had been annually receiving a total of
$810,000 in aid. The aid program was created in the early 1970’s to reimburse local
governments for lost tax base when attached business machinery was made exempt from
the property tax. The attached machinery aid payments to the 13 counties benefiting from
the program will continue for 2003, but be folded into county program aid beginning in
2004.

e Appropriates $1.5 million for the border city enterprise and development zone programs.
The appropriation is divided equally between the two programs and is allocated among
the five qualifying border cities—Breckenridge, Dilworth, East Grand Forks, Moorhead,
and Ortonville—based on population. Under these programs, the local governments
develop a plan for and grant tax credits to qualifying businesses or homeowners. The
$1.5 million appropriation is made in FY 2004 but the dollars are available until spent.

e Appropriates $100,000 in FY 2004 and $100,000 in FY 2005 to the Commissioner of
Revenue to make grants to non-profit organization to provide taxpayer assistance
services. The appropriation does not become part of the base.

Finally, Chapter 21 included the following appropriations: $200,000 in FY 2004 to the
Commissioner of Revenue to administer the law changes enacted in 2003; $53,000in FY 2004
and $29,000 in FY 2005 to the Commissioner of Revenue to administer the provisions of the
JOBZ program; and $100,000in FY 2004 and $30,000 in FY 2005 to the Commissioner of Trade
and Economic Development to administer the provisions of the JOBZ program.

* The refunds may be more appropriately thought of as grant payments because they are not tied to a specific tax.
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Changes in Fees, Surcharges, Co-pays in 2003 Budget Bills

Numbers show result of the change by fiscal year

FY 04 FY 05 FY 06 FY 07 |Fund
Higher Education
Private institution registration - initial registration from $550 to $1,100
Private institution registration - renewal from $400 to $950
Total private institution fee revenue to go from $41,000 to $75,000/yr 34 34 34 34 SR
Education
teacher licensure - increased from $47 to $57 - $310,000 per year 310 310 310 310 GF
Judiciary FY 04 FY 05 FY 06 FY 07 |Fund
Surcharge increase of $25 on fines - $35 to $60 15,071 18,085 18,085 18,085 GF
Surcharge on Parking Fines - $3 1,891 2,268 2,268 2,268 GF
Court Administration Fees (listed below) 6,873 8,365 8,365 8,365 GF
Subpoenas - $3 to $12
Judgment transcripts - $7.50 to $30
Deposit of Wills - $5 to $20
Executions - $10 to $40
Trust Reports - $10 to $40
Record Notorial Fees - $20 state & $5 county to $80/$20
Civil filing fee - $135 to $235 10,120 12,144 12,144 12,144 GF
Conciliation court - $25/$35 to $50 668 801 801 801 GF
Appellate filing fee - $250 to $500 330 396 396 396 GF
Motion fee - new $25 fee 1,638 1,965 893 893 GF
Tax Court Small Claims Fee - $25 to $100 7 8 8 8 GF
DWI Test Refusal Fine 104 169 169 169 GF
Fire marshal - potable water piping system installer certificate - $55 0 51 89 75 GF
BCA Criminal History Charge - Use of Website - new-estimated at $1.55 0 1,663 GF
DPS - Indoor Fireworks Inspection Fee - New $150 4 4 4 4 GF
DPS - Retail Buyer Card Liquor Licensing Fee - $20 to $35 93 93 93 93 GF
BCA - fees to carry handguns (Chapter 28) $10 to $100 1,075 200 GF
Criminal Justice Data Network Fee Increase (Internet access) 82 76 76 76 GF-Ded
Criminal Justice Data Network Fee Increase (FBI check, new $10 fngrprnt 158 158 158 158 SR
Fire marshal exam fee - $55 12 12 12 12 SR
Fire marshal school inspections - fee is $.14 per square foot 572 572 572 572 SR
Fire marshal hotel/motel inspections - $435 plus room charge/$225 follow- 520 520 520 520 SR
Human Rights - Certificate of Compliance Fee - New $75 60 60 60 60 SR
Public Defense Co-Pay ($200/$100/$50) 2,740 0 0 0 GF
Public Defense Co-Pay ($200/$100/$50) 7,681 SR
Judiciary Totals
General Fund 40,696 46,288 43,391 43,377 GF
Other Funds 1,322 9,003 1,322 1,322 SR
Jobs & Economic Development FY 04 FY 05 FY 06 FY 07 |Fund
Boiler License & License Fee Surcharge - $5 345 345 0 0 GF
Commerce - Weights & Measures - various increases 253 253 253 253 GF
Commerce - various reductions -1,486 -1,486 -1,486 -1,486 GF
Apprenticeship Program Registration Fee (new -$50) 300 300 300 300 SR
Marriage License Fee - Displaced Homemaker ($10 increase - $70 to $80 240 240 240 240 SR
Workforce Development Fund Special Assessment (.09 to .12) 4,824 12,360 7,686 0 WD
Petroleum Tank Release Cleanup Fee 0 0 24,800 24,800 Petro
Certain Airlines Exempted from Petro Fund Fee -2,000 -2,000 0 0 Petro
Jobs & Economic Development Totals
General Fund -888 -888 -1,233 -1,233 GF
Other Funds 3,364 10,900 33,026 25,340 Other
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State Government FY 04 FY 05 FY 06 FY 07 |Fund

Board of Assessors Fee 25 25 25 25 GF
Revenue Recapture Fee (general fund) 408 408 408 408 GF
Revenue Recapture Fee (other funds) 167 167 167 167 SR
Paper Filing Fee - Income Tax Preparers 1,200 800 800 800 GF
Campaign Finance Board - $50 per client, annual fee 420 0 0 0 GF
MN Amateur Sports Facilities Commission (various fees) 225 225 225 225 GF
Lawful Gambling Control Board fees (move out of general fund) -1,044 -633 -1,044 -633 GF
Lawful Gambling Control Board fees (move to special revenue fund) 2,901 2,901 2,901 2,901 SR
Racing Commission fees (moved out of general fund) -135 -135 -135 -135 GF
Racing Commission fees (moved to special revenue fund) 421 421 421 421 SR
Internal Revenue Service Levy Fee 32 32 32 32 SR
G/HVAC surety bond program (Administration) - $15 bond filing fee 37 37 37 37 SR
911 Fee Change (33 c to 40c) 4,881 5,187 5,187 5,187 SR

State Government Totals
General Fund 1,099 690 279 690
Other Funds 8,439 8,745 8,745 8,745

Environment & Agriculture

FY 04 FY 05 FY 06 FY 07 |Fund
Utility license fees (DNR) 185 185 185 185 GF
Water use permit processing fee (DNR) 1,262 1,262 1,262 1,262 GF
DNR camping 13 13 13 13 GF
Wetlands banking (BWSR) 1% of account value up to $500 128 128 128 128 GF
Food handler fees (Ag) variety of increases 708 708 708 708 GF
Dairy fees (Ag) $25 to $45 for reinspection 285 285 285 285 Ag
Food handler reinspection fees (Ag) 15 15 15 15 Ag
Nursery/phytosanitary fees (Ag) 447 477 477 477 Ag
Seed inspection fees (Ag) 200 200 200 200 Ag
Chronic wasting (Animal Health) $10 per cervid up to $100 per herd 61 61 61 61 SR
Commercial fishing (DNR) (a) see list below 79 193 193 193 G&F
Aquatic plant (DNR) $200 to $750 for harvesting 125 125 125 125 G&F
Trout & Salmon (DNR) $8.50 to $10.00 120 158 158 158 G&F
Wild rice (DNR) $12.50 to $25 seasonal, $15 daily, $30 nonresident 15 15 15 15 G&F
Camp Ripley archery (DNR) $8 11 11 11 11 G&F
All hunting license changes (deer, small game, waterfowl, youth, etc) (b) 511 1,371 1,371 1,371 G&F
Mn Zoo - school fee 215 215 215 215 SR
DNR camping 709 709 709 709 NR
Park entrance fees (DNR) $20 to $25 for annual, $4 to $7 for daily 1,290 1,290 1,290 1,290 NR
Off Highway Vehicle (OHV) registration fees (DNR) (d) 350 595 840 840 NR
Stormwater fees (PCA) 2,555 2,555 2,555 2,555 Env
Water fees (PCA) various increases 10 24 24 24 Env
Hazardous waste fee (PCA) 0 2,000 2,000 2,000 Env
Individual Sewage Treatment System (ISTS) fee (PCA) $25 per tank insta 480 480 480 480 Env

Environment & Agriculture totals

General Fund 2,296 2,296 2,296 2,296
Other Funds 7,478 10,779 11,024 11,024

(a) Commercial fishing includes: resident fishing guide $35 to $125, minnow dealer $100 to $310, minnow retailer $15 to $47, fish hatchery $35 to $70,
fish netting: $90 to $120, fish buyer: $70 to $150, fish packer: $20 to $40, fish vendor: $35 to $70, frog dealer: $100 to $220

(b) small game: $12 to $12.50, small game surcharge: $4 to $6.50, deer: $25 to $26, non-resident deer: $124 to $135, waterfowl & pheasant - $5 to $7.50
(d) $2 to $4.50 plus filing fee of $7
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Transportation FY 04 FY 05 FY 06 FY 07 |Fund

Motor vehicle transfer fee - $2 to $3 1,600 1,700 1,700 1,700 GF
Motor vehicle transfer fee - $2 to $3 1,342 1,395 1,395 1,395 HUTDF
Driver license reinstatement fee (brain injury) $630 to $680 1,085 1,085 SR
Driver license reinstatement fee (vehicle forfeiture) $630 to $680 362 362 SR
High occupancy vehicle lane users fee SR
Late bar closing ($200, $500, $600) 2,499 2,499 2,499 2,499 SR

Transportation totals

General Fund 1,600 1,700 1,700 1,700
Other Funds 5,288 5,341 3,894 3,894
Taxes
Fee (35c/pack) on cigarette manufacturers not part of tobacco settlement 6,390 6,560 6,730 6,800 GF
Health & Human Services FY 04 FY 05 FY 06 FY 07 |Fund
Child Support Services User Fee (2%) 462 636 884 884 GF
Parental fees - (TEFRA, HCBS) (DHS) 2,075 2,075 2,075 2,075 GF
Various license fee increases (DHS) 1,225 1,225 1,225 1,225 GF
MA/GAMC/MNCare Co-pays and caps with exemptions 10,270 13,424 16,115 17,794 GF
Restorative dental 50% co-pay (GAMC) 1,070 781 1,609 1,671 GF
Adult eyeglasses $25 co-pay (GAMC) 215 143 295 306 GF
Non-emergency ER visits $25 co-pay (GAMC) 838 526 1,084 1,126 GF
Nursing home Surcharge and IGT 49,422 49,100 49,087 49,067 GF
Intermediate Care Facility/MR Surcharge 1,112 1,047 947 847 GF
Child Care family co-pay changes 4,980 6,291 6,283 6,283 GF
Remove provider tax exemptions -9,849 -27,565 -29,931 -31,989 GF
County share on large Intermediate Care Facilities/MR 0 10,579 10,788 10,052 GF
County share Regional Treatment Centers-IMDs 0 5,804 3,475 2,176 GF
Reduce MA payment for Nursing Facility Medicare co-pays 4,371 4,662 4,639 4,668 GF
Swimming pool regulation (Health) 87 87 87 87 SGSR
Plumbing plan review (Health) 985 985 985 985 SGSR
Newborn screening (Health) 2,870 2,870 2,870 870 SGSR
Occupational Therapists fee holiday (Health) -220 -220 0 0 SGSR
Alcohol and drug counselor regulation 153 159 156 154 SGSR
Counselors Board (new board) 0 259 259 259 SGSR
Hearing Instrument Dispenser Regulation (Health) -78 58 58 58 SR
MA/GAMC/MNCare Co-pays and caps with exemptions 1,573 2,736 3,106 3,462 HCA
MNCare premium increase 2,125 3,194 3,329 3,464 HCA
Remove provider tax exemptions 16,587 46,322 49,413 52,659 HCA

Health & Human Services totals

General Fund 66,191 68,728 68,575 66,185
Other Funds 24,082 56,450 60,263 61,998
All Committees FY 04 FY 05 FY 06 FY 07
General Fund 117,694 125,684 122,048 120,125
Other Funds 50,007 101,252 118,308 112,357
All Funds 167,701 226,936 240,356 232,482
Biennial Totals - All Funds 394,637 472,838
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Fund abbreviations:
GF = general fund
G&F = game and fish fund
SR = special revenue fund
SGSR = state government special revenue fund
HCA = health care access fund
HUTDF = highway user tax distribution fund
Env = environmental fund
Ag = agricultural fund
NR = natural resources fund
WD = work force development fund
Petro = petroleum tank release fund
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