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End of Session Report

I I I IA 2023 Session Overview

The November 2022 elections resulted in DFL political control of all statewide offices and both bodies of the
Minnesota legislature. In the Senate, DFL members held a single-vote majority, with a narrow six-member
majority in the House of Representatives. Those majorities held together throughout the 2023 session to pass
a slate of policy and budget priorities announced by the new majorities in November.

Our end-of-session report focuses on adoption of a biennial budget, and budget and policy provisions
impacting county governments. The story of the 2023 session starts at the end of the 2022 legislative session.
That session ended without agreement on how to allocate a $12.1 billion budget surplus or on a bonding bill.
The surplus carried forward and further increased by the start of 2023. By February 2023, Minnesota
Management and Budget reported a $17.5 billion surplus for FY2024-25 beyond the incorporation of $1.4
billion of estimated spending inflation. Most of the reported surplus was ‘in the bank’ since actual revenue
collections had exceeded monthly projections for multiple months. For FY2026-27, an ongoing positive
balance of $5.0 billion was projected.

$69.5 Billion General Fund Budget Adopted, plus $2.0 Billion of Net Tax Cuts
As summarized in the table below, 2023 legislative actions combined the surplus, with new revenues, revenue
reductions (tax cuts), and new metropolitan only sales taxes to fund historic increases in education, human
services, housing, transportation and transit, property tax relief, public safety and more. For county
governments, the budget includes historically large increases in county program aid, probation services
funding, and funding of many county’ legislative priorities for 2023. At the same time, various new statewide
policies will result in increased costs for counties, such as local implementation of legal cannabis and paid
family and medical leave.

The adopted General Fund budget amounts to $69.5 billion of spending for FY2024-25, plus net tax cuts
(revenue reductions), for an overall $71.5 billion. The adopted budget is $14.0 billion, or about 25%, higher
than the $55.5 billion spending baseline projected in February. After the one-time spending in FY2024-25
expires, ongoing spending for FY2026-27 is projected to be $65.2 billion, a 17 percent increase over four years.
Also summarized in the table, the adopted budget reduces revenues by just under $2.0 billion for FY2024-25
and $791 million in FY2026-27.

State General Fund Forecast EOS - 2023 dif Forecast EOS - 2023 dif
2023 End-of Session FY2024-25 FY2024-25 | Fy2024-25 FY2026-27 FY2026-27 | FY2026-27
(8'sin 000's)

Balance Forward Prior Year $16,052,653 $15,498,505 | ¢ (554,148)| $ 21,335,151 $ 4,768,899 | $ (16,566,252)
Revenues $60,775,888 $58,802,709 | $ (1,973,179)| S 64,730,115 $63,939,031 $  (791,084)

_Spending ncudng infouer)________ | $55,493390_ $69,532315 | 5 1003825 | $ 59363893 $67501360 |5 8137467

Projected Budget Balance Before Reserve $21,335,151_ $ 4,768,899 | s(16,566.252)]_ $ 26,701,373 _$ 1,206,570 | (25,494,803
Total Reserves S 3,880,413 S 3,202,098 [$ (678,315)| S 4,222,715 S 3,202,098 [ $ (1,020,617)
Inflation Adjustment* S 2,196,114

Budgetary Balance $17,454,738 $ 1,566,801 | $(15,887,937)| S 22,478,658 S 200,586 | $ (22,278,072)
Surplus -- Net of Carryforward S 17454,738 S 1,566,801 S 5023920 S (1,366,215)
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Net General Fund tax reductions reflect a combination of tax increases, largely for corporate tax filers and
higher income households, offset by one-time tax refunds, a substantially expanded child tax credit, property
tax relief, and reduced taxation of social security benefits. In addition, new revenues will result from
application of sales tax and gross receipts tax to legal cannabis sales.

Beyond the General Fund, the work of county governments will be significantly impacted by passage of
legislation providing for:

e A comprehensive transportation package that includes ongoing revenue increases dedicated to roads
and bridges from increased registration taxes, fuels tax indexing, motor vehicle sales tax, a new delivery
fee, and phased-in 100% dedication of auto parts sales tax for roads and bridges.

e Imposition of a % cent sales tax for transit in the seven-county metropolitan area, of which 83% will go
to Met Council and 17% to counties, and

e Imposition of a % cent sales tax in the seven-county metropolitan area for rental assistance and housing
aid to cities and counties in the metropolitan area.

In addition to omnibus budget bills, bi-partisan bonding bill discussions that percolated throughout session
came to fruition on the final day of session with the bi-partisan adoption of a record $2.535 billion bonding
package, including $1.5 billion general obligation bonding (Chapter 72) and $1.035 billion of General Fund
appropriations (Chapter 71).

Many of MICA’s 2023 Priorities Adopted

For MICA members and county governments, the adopted budget achieves many top legislative priorities,
including:

e Comprehensive property tax relief, and specifically a historic increase in county program aid;

e Increased probation services and community corrections funding and a new formula;

e Comprehensive transportation funding and retention of the motor vehicle leased sales tax;

e Bonding bill funding for local roads, local bridges, wetland replacement, solid waste facilities, mental
health, and other infrastructure;

e Increased SCORE funding;

e $125 million for state broadband grants;

e Substantial investments in housing;

e Increased Deputy Registrar Fees;

e Repeal of local compensation limit; and

e Increased funding for human services, county cost-shares, outdated program technologies, mental health,

and public health.
Legislation passed early in the session also restored the statutory requirement to build estimated inflation into
the state budget forecast. While the law does not require the legislature to fund inflation, the inclusion of may
help better sustain the value of state aid and funding for state mandates over time.

The Table below provides an overview of biennial budget changes relative to the spending baseline.

2|Page
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2023 - State General Fund Changes FY2022-23  FY2024-25 FY2026-27

($'sin 000's)
Projected Balance - Feb. 2023 Forecast S 17,454,738 S 22,478,658
Change in carry-forward S  (554,148) S (16,566,252)

Revenue Changes

Ch. 64: Tax Bill $ (2,026,004) $ (1,243,834)
Various: All Other Revenue Changes S 52,825 S 452,750
Revenue Changes S - S (1,973,179) $  (791,084)

Spending Changes
Ch. 55: E-12 Education S (1,500) S 2,565,600 S 3,300,000
Ch. 41: Higher Education S - S 650,000 $ 450,000
Ch. 70: Health and Human Services S (9,773) $ 1,117,795 S 789,509
Ch. 61: Human Services S 4,529 § 1,377,224 $§ 1,601,564
Ch. 53: Jobs, Econ Develop., Labor S - S 998,047 S 38,934
Ch. 57: Commerce S - S 11,330 S 11,270
Ch. 43: Agriculture, Broadband, Rural S - S 140,346 S 32,346
Ch. 37: Housing S 50,000 S 950,000 S 50,000
Ch. 60: Environment and Energy S 112,760 S 811,566 $ 99,846
Ch. 62: State Government & Elections S (56,168) S 465,094 S 206,251
Ch. 54: Veterans & Military Affairs S (3,744) S 132,144 S 65,000
Ch. 68: Transportation & Public Safety S 269 S 1,047,338 S 66,967
Ch. 52: Judiciary & Public Safety S 13,893 §$ 853,526 $ 697,370
Ch. 64: Tax Aids and Credits S 1,126 S 972,870 S 56,166
Ch. 64: Debt Service S - S 39,809 S 98,018
Ch. 71: Capital Projects S - S 1,034,950 S -
Ch. 63: Cannabis S 9,656 S 144,415 S 188,194
Ch. 59: Paid Family & Medical Leave S - S 668,321 S 6,098
Various: Miscellaneous Other Bills S 40,400 S 1,537,330 S 436,445
Ch. 53: Earned Sick & Safe Time S - S 4,254 S 3,798
Ch. 64: Stadium (Tax Bill) $ 392,700 ¢  (60,303) $ (60,309)
Inflation Adjustment S (1,422,731) S (2,196,114)
Spending Changes S 554,148 $ 14,038,925 S 5,941,353
Stadium Reserve Changes S (678,315) S (1,020,617)
Estimated End-of-Session Balance $ (554,148) S 1,566,801 $ 200,586
Source: Senate Fiscal Staff Tracking 3|Page
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It must be noted, however, that the numbers in the table above only begin to illustrate the comprehensive
nature of the changes incorporated in the legislation. For example, contained within the biennial budget bills is
authorization and funding for:

creation of two new state agencies,
e creation of a new Office of Cannabis management to regulate legal cannabis and hemp,
e expansion of the Department of Employment and Economic Development to administer a new Paid Family
and Medical Leave,
e ‘free college tuition” at public colleges for qualifying Minnesotans with households incomes below
$80,000, and
a major expansion of metropolitan transit operations.
mandated employer provided earned sick and safe time;
a 100% clean energy mandate by 2040;
restoration of felon voting rights;
approved automatic voter registration and other election and campaign finance law reforms;
expanded collective bargaining and employment rights for public and private employees;
expansion of reproductive, Igbtq, and transgender rights protections
expanded gun control laws; and
authorized undocumented immigrants to obtain driver’s licenses.

Regarding budget balance, after taking all changes into account, the adopted budget leaves $1.5 billion on the
bottom line for FY2024-25, and a $200 million positive balance at the end of FY2026-27.

State budget reserves remain funded at $3.2 billion, and projected spending amounts for FY26-27 now assume
inflationary pressures can be funded.

The legislature adjourned until Noon, on Monday, February 12, 2024.

4|Page
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2023 Session Overview Appendix — Chapters with County Related Impacts

Bill Law Chief Short Description Signed
SF0013 | 5 Champion Juneteenth (June 19) state holiday recognition 02/03/23
HF0026 | 6 Dibble Federal Infrastructure Investment and Jobs Act appropriation 02/07/23
HF0007 | 7 Frentz Electric utility renewable energy standard obligations 02/07/23

modifications
HF0035 | 10 | Marty State forecast inclusion of the rate of inflation authorization 02/21/23
HF0213 | 11 | Maye Quade | Food shelf programs appropriation 03/02/23
HF0028 | 12 | Champion Right to vote restoration to individuals convicted of a felony upon | 03/03/23

completion of any term of incarceration imposed and executed
by a court for the offense.

HF0121 | 14 | Edelson Competency attainment; technical changes made, and money 03/16/23
appropriated.

SF0667 | 16 | Keeler Minnesota Indian Family Preservation Act provisions modified. 03/16/23

HFO005 | 18 | Jordan Free school lunch and breakfast provided for students, and 03/17/23
money appropriated.

HF1440 | 20 | Howard Family homeless prevention and assistance program funding 03/30/23
provided, report required, and money appropriated.

SF2265 | 22 | Noor Commissioner of human services procedures established related | 03/30/23
to transition from public health emergency, and money
appropriated.

HF1656 | 24 | Acomb Energy grant programs established to enhance competitiveness 04/18/23
of Minnesota entities in obtaining federal funding, account
created, report required, and money appropriated.

HF1278 | 26 | Pelowski Disaster assistance contingency account money transferred. 04/17/23

HF0016 | 28 | Hollins Conversion therapy prohibited for children and vulnerable adults, | 04/27/23

medical assistance coverage prohibited for conversion therapy,
and misrepresentation of conversion therapy services or
products prohibited.

5|Page

Benton-Blue Earth-Carver-Chisago-Crow Wing-Dakota-Olmsted-Otter Tail-Rice-5t. Louis-Scott-Sherburne-Stearns-Washington-Winona

50f 85


https://www.revisor.mn.gov/bills/status_result.php?body=Senate&session=0932023&location=Senate&bill_type=bill&search=basic&keyword_field_text=1&keyword_type=all&action%5B%5D=2160&author%5B%5D=&author1%5B%5D=&committee%5B%5D=&topic%5B%5D=&submit_action=GO&sort2=1
https://www.revisor.mn.gov/bills/status_result.php?body=Senate&session=0932023&location=Senate&bill_type=bill&search=basic&keyword_field_text=1&keyword_type=all&action%5B%5D=2160&author%5B%5D=&author1%5B%5D=&committee%5B%5D=&topic%5B%5D=&submit_action=GO&sort2=4
https://www.revisor.mn.gov/bills/status_result.php?body=Senate&session=0932023&location=Senate&bill_type=bill&search=basic&keyword_field_text=1&keyword_type=all&action%5B%5D=2160&author%5B%5D=&author1%5B%5D=&committee%5B%5D=&topic%5B%5D=&submit_action=GO&sort2=16
https://www.revisor.mn.gov/bills/status_result.php?body=Senate&session=0932023&location=Senate&bill_type=bill&search=basic&keyword_field_text=1&keyword_type=all&action%5B%5D=2160&author%5B%5D=&author1%5B%5D=&committee%5B%5D=&topic%5B%5D=&submit_action=GO&sort2=13
https://www.revisor.mn.gov/bills/bill.php?b=Senate&f=SF0013&ssn=0&y=2023
https://www.revisor.mn.gov/laws/?id=5&doctype=Chapter&type=0&year=2023
http://www.senate.leg.state.mn.us/members/member_bio.php?leg_id=15317
https://www.revisor.mn.gov/bills/bill.php?b=Senate&f=HF0026&ssn=0&y=2023
https://www.revisor.mn.gov/laws/?id=6&doctype=Chapter&type=0&year=2023
http://www.senate.leg.state.mn.us/members/member_bio.php?leg_id=10142
https://www.revisor.mn.gov/bills/bill.php?b=Senate&f=HF0007&ssn=0&y=2023
https://www.revisor.mn.gov/laws/?id=7&doctype=Chapter&type=0&year=2023
http://www.senate.leg.state.mn.us/members/member_bio.php?leg_id=15481
https://www.revisor.mn.gov/bills/bill.php?b=Senate&f=HF0035&ssn=0&y=2023
https://www.revisor.mn.gov/laws/?id=10&doctype=Chapter&type=0&year=2023
http://www.senate.leg.state.mn.us/members/member_bio.php?leg_id=10403
https://www.revisor.mn.gov/bills/bill.php?b=Senate&f=HF0213&ssn=0&y=2023
https://www.revisor.mn.gov/laws/?id=11&doctype=Chapter&type=0&year=2023
http://www.senate.leg.state.mn.us/members/member_bio.php?leg_id=15473
https://www.revisor.mn.gov/bills/bill.php?b=Senate&f=HF0028&ssn=0&y=2023
https://www.revisor.mn.gov/laws/?id=12&doctype=Chapter&type=0&year=2023
http://www.senate.leg.state.mn.us/members/member_bio.php?leg_id=15317
https://www.revisor.mn.gov/bills/bill.php?b=House&f=HF0121&ssn=0&y=2023
https://www.revisor.mn.gov/laws/?id=14&doctype=Chapter&type=0&year=2023
http://www.house.leg.state.mn.us/members/members.asp?leg_id=15516
https://www.revisor.mn.gov/bills/bill.php?b=House&f=SF0667&ssn=0&y=2023
https://www.revisor.mn.gov/laws/?id=16&doctype=Chapter&type=0&year=2023
http://www.house.leg.state.mn.us/members/members.asp?leg_id=15539
https://www.revisor.mn.gov/bills/bill.php?b=House&f=HF0005&ssn=0&y=2023
https://www.revisor.mn.gov/laws/?id=18&doctype=Chapter&type=0&year=2023
http://www.house.leg.state.mn.us/members/members.asp?leg_id=15535
https://www.revisor.mn.gov/bills/bill.php?b=House&f=HF1440&ssn=0&y=2023
https://www.revisor.mn.gov/laws/?id=20&doctype=Chapter&type=0&year=2023
http://www.house.leg.state.mn.us/members/members.asp?leg_id=15518
https://www.revisor.mn.gov/bills/bill.php?b=House&f=SF2265&ssn=0&y=2023
https://www.revisor.mn.gov/laws/?id=22&doctype=Chapter&type=0&year=2023
http://www.house.leg.state.mn.us/members/members.asp?leg_id=15528
https://www.revisor.mn.gov/bills/bill.php?b=House&f=HF1656&ssn=0&y=2023
https://www.revisor.mn.gov/laws/?id=24&doctype=Chapter&type=0&year=2023
http://www.house.leg.state.mn.us/members/members.asp?leg_id=15513
https://www.revisor.mn.gov/bills/bill.php?b=House&f=HF1278&ssn=0&y=2023
https://www.revisor.mn.gov/laws/?id=26&doctype=Chapter&type=0&year=2023
http://www.house.leg.state.mn.us/members/members.asp?leg_id=10516
https://www.revisor.mn.gov/bills/bill.php?b=House&f=HF0016&ssn=0&y=2023
https://www.revisor.mn.gov/laws/?id=28&doctype=Chapter&type=0&year=2023
http://www.house.leg.state.mn.us/members/members.asp?leg_id=15553
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HFO003 | 34 | Greenman Voter registration provisions modified; absentee voting 05/05/23
provisions modified; voting instructions and sample ballot
required to be multilingual and interpreters required to be
provided; intimidation, deceptive practices, and interference
with registration and voting regulated; campaign finance
provisions modified; express advocacy definition expanded;
penalties provided; reports required; and money appropriated.
HF2335 | 37 | Howard Housing finance and policy bill. 05/15/23
HF1937 | 38 | Newton Veterans and Military Affairs finance bill. 05/15/23
HF0024 | 39 | Jordan Lead drinking water service line replacement grant program 05/16/23
established, report required, and money appropriated.
HF1999 | 40 | Lillie Legacy finance and policy bill. 05/19/23
HF2204 | 42 | Freiberg Metropolitan Council districts redistricting provided. 05/19/23
SF1955 |43 | Vang Agriculture finance and broadband funding bill. 05/18/23
HF3100 | 45 | Her Pension finance bill. 05/19/23
HF2950 | 47 | Her Pension policy bill. 05/19/23
HF1234 | 48 | Her Peace officer and firefighter duty disability provisions modified, 05/19/23
report required, and money appropriated.
HF1486 | 49 | Frederick Supervised practice of alcohol and drug counseling by former 05/19/23
students allowed for limited time, HIV training requirements
modified in substance use disorder treatment programs,
withdrawal management license requirements modified, and
substance use disorder treatment client record documentation
requirements modified.
HF1403 | 50 | Fischer Aging, disability, behavioral health, substance use disorder, and 05/24/23
statewide opioid litigation laws modified and established.
HF2988 | 51 | Wolgamott 2023 Workers' Compensation Advisory Committee 05/19/23
recommendations adopted, workers' compensation self-
insurance modified, system efficiencies improved, permanent
partial disability schedule modified, post-traumatic stress
disorder study and report required, housekeeping changes made,
and money appropriated.
SF2909 | 52 | Moller Public safety finance and policy bill. 05/19/23
SF3035 | 53 | Hassan Jobs and Labor finance bill. 05/24/23
HF2292 | 54 | Pinto Early learning scholarships, Head Start, and early education 05/24/23
programs modified; early childhood educator programs provided;
reports required; and money appropriated.
6|Page
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https://www.revisor.mn.gov/bills/bill.php?b=House&f=HF0003&ssn=0&y=2023
https://www.revisor.mn.gov/laws/?id=34&doctype=Chapter&type=0&year=2023
http://www.house.leg.state.mn.us/members/members.asp?leg_id=15552
https://www.revisor.mn.gov/bills/bill.php?b=House&f=HF2335&ssn=0&y=2023
https://www.revisor.mn.gov/laws/?id=37&doctype=Chapter&type=0&year=2023
http://www.house.leg.state.mn.us/members/members.asp?leg_id=15518
https://www.revisor.mn.gov/bills/bill.php?b=House&f=HF1937&ssn=0&y=2023
https://www.revisor.mn.gov/laws/?id=38&doctype=Chapter&type=0&year=2023
http://www.house.leg.state.mn.us/members/members.asp?leg_id=15315
https://www.revisor.mn.gov/bills/bill.php?b=House&f=HF0024&ssn=0&y=2023
https://www.revisor.mn.gov/laws/?id=39&doctype=Chapter&type=0&year=2023
http://www.house.leg.state.mn.us/members/members.asp?leg_id=15535
https://www.revisor.mn.gov/bills/bill.php?b=House&f=HF1999&ssn=0&y=2023
https://www.revisor.mn.gov/laws/?id=40&doctype=Chapter&type=0&year=2023
http://www.house.leg.state.mn.us/members/members.asp?leg_id=12269
https://www.revisor.mn.gov/bills/bill.php?b=House&f=HF2204&ssn=0&y=2023
https://www.revisor.mn.gov/laws/?id=42&doctype=Chapter&type=0&year=2023
http://www.house.leg.state.mn.us/members/members.asp?leg_id=15398
https://www.revisor.mn.gov/bills/bill.php?b=House&f=SF1955&ssn=0&y=2023
https://www.revisor.mn.gov/laws/?id=43&doctype=Chapter&type=0&year=2023
http://www.house.leg.state.mn.us/members/members.asp?leg_id=15510
https://www.revisor.mn.gov/bills/bill.php?b=House&f=HF3100&ssn=0&y=2023
https://www.revisor.mn.gov/laws/?id=45&doctype=Chapter&type=0&year=2023
http://www.house.leg.state.mn.us/members/members.asp?leg_id=15532
https://www.revisor.mn.gov/bills/bill.php?b=House&f=HF2950&ssn=0&y=2023
https://www.revisor.mn.gov/laws/?id=47&doctype=Chapter&type=0&year=2023
http://www.house.leg.state.mn.us/members/members.asp?leg_id=15532
https://www.revisor.mn.gov/bills/bill.php?b=House&f=HF1234&ssn=0&y=2023
https://www.revisor.mn.gov/laws/?id=48&doctype=Chapter&type=0&year=2023
http://www.house.leg.state.mn.us/members/members.asp?leg_id=15532
https://www.revisor.mn.gov/bills/bill.php?b=House&f=HF1486&ssn=0&y=2023
https://www.revisor.mn.gov/laws/?id=49&doctype=Chapter&type=0&year=2023
http://www.house.leg.state.mn.us/members/members.asp?leg_id=15542
https://www.revisor.mn.gov/bills/bill.php?b=House&f=HF1403&ssn=0&y=2023
https://www.revisor.mn.gov/laws/?id=50&doctype=Chapter&type=0&year=2023
http://www.house.leg.state.mn.us/members/members.asp?leg_id=15396
https://www.revisor.mn.gov/bills/bill.php?b=House&f=HF2988&ssn=0&y=2023
https://www.revisor.mn.gov/laws/?id=51&doctype=Chapter&type=0&year=2023
http://www.house.leg.state.mn.us/members/members.asp?leg_id=15499
https://www.revisor.mn.gov/bills/bill.php?b=House&f=SF2909&ssn=0&y=2023
https://www.revisor.mn.gov/laws/?id=52&doctype=Chapter&type=0&year=2023
http://www.house.leg.state.mn.us/members/members.asp?leg_id=15511
https://www.revisor.mn.gov/bills/bill.php?b=House&f=SF3035&ssn=0&y=2023
https://www.revisor.mn.gov/laws/?id=53&doctype=Chapter&type=0&year=2023
http://www.house.leg.state.mn.us/members/members.asp?leg_id=15530
https://www.revisor.mn.gov/bills/bill.php?b=House&f=HF2292&ssn=0&y=2023
https://www.revisor.mn.gov/laws/?id=54&doctype=Chapter&type=0&year=2023
http://www.house.leg.state.mn.us/members/members.asp?leg_id=15444
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HF2497 | 55 | Youakim Education finance bill. 05/24/23
SF2744 | 57 | Stephenson | Commerce finance and policy bill. 05/24/23
HF0002 | 59 | Richardson Paid family and bonding leave, and applicant's serious medical 05/25/23
condition benefits provided, employment leaves regulated and
required, income tax withholdings authorized and taxes imposed,
penalties authorized, data classified, rulemaking authorized,
actuarial report required, and money appropriated.
HF2310 | 60 | Hansen, R. Environment, natural resources, climate, and energy finance and | 05/24/23
policy bill.
SF2934 | 61 | Noor Human services finance and policy bill. 05/24/23
HF1830 | 62 | Klevorn State government finance bill. 05/24/23
HF0100 | 63 | Stephenson | Cannabis finance and policy bill. 05/30/23
HF1938 | 64 | Gomez Tax finance and policy bill. 05/24/23
HF0402 | 66 | Bierman Health care entity transaction requirements established, health 05/26/23
care transaction data reported, expiration date changed on
moratorium conversion transactions, health system required to
return charitable assets received from the state to the general
fund, study required on regulation of transactions, and report
required.
HF1900 | 67 Hollins Environment and natural resources trust fund renewal provided, | 05/26/23
and trust fund provisions modified, community grant program
established, community grant program advisory council
established, report required, money appropriated, and
constitutional amendment proposed.
HF2887 | 68 | Hornstein Transportation finance and policy bill. 05/24/23
SF2995 | 70 | Liebling Health finance bill. 05/24/23
HF0670 | 71 | Lee, F. Capital investment spending authorized to acquire and better 06/01/23
land and buildings and for other improvements, programs
established and modified, prior appropriations canceled, and
money appropriated.
HF0669 | 72 | Lee, F. Capital investment spending authorized to acquire and better 06/01/23
public land and buildings and for other improvements, new
programs established, and existing programs modified, prior
appropriations modified, bonds issued, conveyance of state
bond-financed property authorized, reports required, and money
appropriated.
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https://www.revisor.mn.gov/bills/bill.php?b=House&f=HF2497&ssn=0&y=2023
https://www.revisor.mn.gov/laws/?id=55&doctype=Chapter&type=0&year=2023
http://www.house.leg.state.mn.us/members/members.asp?leg_id=15450
https://www.revisor.mn.gov/bills/bill.php?b=House&f=SF2744&ssn=0&y=2023
https://www.revisor.mn.gov/laws/?id=57&doctype=Chapter&type=0&year=2023
http://www.house.leg.state.mn.us/members/members.asp?leg_id=15507
https://www.revisor.mn.gov/bills/bill.php?b=House&f=HF0002&ssn=0&y=2023
https://www.revisor.mn.gov/laws/?id=59&doctype=Chapter&type=0&year=2023
http://www.house.leg.state.mn.us/members/members.asp?leg_id=15519
https://www.revisor.mn.gov/bills/bill.php?b=House&f=HF2310&ssn=0&y=2023
https://www.revisor.mn.gov/laws/?id=60&doctype=Chapter&type=0&year=2023
http://www.house.leg.state.mn.us/members/members.asp?leg_id=12282
https://www.revisor.mn.gov/bills/bill.php?b=House&f=SF2934&ssn=0&y=2023
https://www.revisor.mn.gov/laws/?id=61&doctype=Chapter&type=0&year=2023
http://www.house.leg.state.mn.us/members/members.asp?leg_id=15528
https://www.revisor.mn.gov/bills/bill.php?b=House&f=HF1830&ssn=0&y=2023
https://www.revisor.mn.gov/laws/?id=62&doctype=Chapter&type=0&year=2023
http://www.house.leg.state.mn.us/members/members.asp?leg_id=15512
https://www.revisor.mn.gov/bills/bill.php?b=House&f=HF0100&ssn=0&y=2023
https://www.revisor.mn.gov/laws/?id=63&doctype=Chapter&type=0&year=2023
http://www.house.leg.state.mn.us/members/members.asp?leg_id=15507
https://www.revisor.mn.gov/bills/bill.php?b=House&f=HF1938&ssn=0&y=2023
https://www.revisor.mn.gov/laws/?id=64&doctype=Chapter&type=0&year=2023
http://www.house.leg.state.mn.us/members/members.asp?leg_id=15531
https://www.revisor.mn.gov/bills/bill.php?b=House&f=HF0402&ssn=0&y=2023
https://www.revisor.mn.gov/laws/?id=66&doctype=Chapter&type=0&year=2023
http://www.house.leg.state.mn.us/members/members.asp?leg_id=15526
https://www.revisor.mn.gov/bills/bill.php?b=House&f=HF1900&ssn=0&y=2023
https://www.revisor.mn.gov/laws/?id=67&doctype=Chapter&type=0&year=2023
http://www.house.leg.state.mn.us/members/members.asp?leg_id=15553
https://www.revisor.mn.gov/bills/bill.php?b=House&f=HF2887&ssn=0&y=2023
https://www.revisor.mn.gov/laws/?id=68&doctype=Chapter&type=0&year=2023
http://www.house.leg.state.mn.us/members/members.asp?leg_id=10767
https://www.revisor.mn.gov/bills/bill.php?b=House&f=SF2995&ssn=0&y=2023
https://www.revisor.mn.gov/laws/?id=70&doctype=Chapter&type=0&year=2023
http://www.house.leg.state.mn.us/members/members.asp?leg_id=12268
https://www.revisor.mn.gov/bills/bill.php?b=House&f=HF0670&ssn=0&y=2023
https://www.revisor.mn.gov/laws/?id=71&doctype=Chapter&type=0&year=2023
http://www.house.leg.state.mn.us/members/members.asp?leg_id=15468
https://www.revisor.mn.gov/bills/bill.php?b=House&f=HF0669&ssn=0&y=2023
https://www.revisor.mn.gov/laws/?id=72&doctype=Chapter&type=0&year=2023
http://www.house.leg.state.mn.us/members/members.asp?leg_id=15468
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Comprehensive Property Tax Relief, Largest Increase in County Aids, Significant
New Housing & One-time Public Safety Aid, Mix of State Tax Cuts & Increases

Chapter 64 — 2023 Omnibus Tax Bill

Comprehensive property tax relief and increased County Program Aid (CPA) was a top MICA priority.
Specifically, counties had called for a $150 million annual increase in CPA and that the appropriation be
indexed to inflation in future years, along with increases for more targeted aids, expanded homestead market
value exclusion, and direct property tax relief.

HF1938, the House omnibus tax bill, championed property tax relief by including a $100 million increase for
CPA and for city-LGA, along with increases for homeowner and renter refunds, and tax base modifications
such as expansion of homestead market value exclusion. In conference committee, that emphasis on property
tax relief prevailed and became a key focus of Chapter 64, the 2023 Omnibus Tax Bill. Overall, the final bill
provides about $973 million of property tax relief in FY2024-25 primarily through increased local aid and
increased tax refunds. For state taxes, the legislation includes a major expansion of the child tax credit, one-
time tax cuts, reduced taxation of social security benefits, and other tax credit expansions, the combination of
which are partially offset by increased taxes for certain corporate and individual income tax filers.

Chapter 64, Article 4 — State Aids and Credits
580 Million Annual CPA Increase, $300 Million Public Safety Aid, Increased PILT Payments, New Statewide
Local Housing Aid, Soil & Water Conservation District Aid, and More

County Program Aid — 580 Million Annual Increase; Largest County Aid Increase
Section 16 — increases County Program Aid (CPA) by $80 million annually, from $264.7 to $344.7 million, a 30.2
percent increase. The appropriation will not be adjusted annually for inflation (cost increases) but is the
largest ever appropriation increase for county aid. Of the $80 million, $35.4 million will be distributed as ‘need
aid’ and $44.6 million as ‘tax base equalization aid.” Those allocations are the same proportions as under
current law. There are no substantive changes to the distribution formula, however, data for one of the need
factors (“Part | Crimes’) is no longer collected and will instead be replaced by parallel “Group A Offenses” data
under the National Incident-Based Reporting System. The new aid amounts will begin in 2024; here is a link to
estimated distributions by county.

Public Safety Aid -- $300 Million of Flexible, One-time Aid
Section 27 — appropriates $300 million in FY2024 only for Public Safety Aid to be distributed to townships with
populations greater than 10,000 (White Bear Township) and statutory or home rule cities, counties, and Tribal
governments in calendar year 2023. Of the $300 million one-time appropriation, 30 percent is for aid to
counties and Tribal governments and 70 percent for cities and qualifying towns. Aid amounts are to be
certified by September 1, 2023, and paid by December 26, 2023. The legislation does not specify a timeline for
local expense of the funds. Link to estimated distributions for counties and Tribes.
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Eligible Uses: Funds must be used to provide public safety, including community violence prevention and
intervention programs; community engagement; mental health crisis responses; victim services; training
programs; first responder wellness; equipment related to fire, rescue, and emergency services; or to pay other
personnel or equipment costs.

Funds cannot be used for:

e employer contributions to the public employees police and fire fund in CY2022;

e any costs associated with alleged wrongdoing or misconduct;

e the purchase of an armored or tactical vehicle or substantially similar vehicle;

e the purchase of tear gas, chemical munitions, or substantially similar items; or

e the costs of construction, reconstruction, remodeling, expansion, or improvement of a police station,
including access roads, lighting, sidewalks, and utility components on or adjacent to the property on which
the police station is located that are necessary for safe access to and use of the building.

County aid amounts are distributed to the County (not Sheriff). Statutory and home rule cities that are served
through agreements with County Sheriffs will also receive aid (estimates at this link), and may share those
funds as agreed upon locally.

Increased Payments-in-Lieu of Taxes (PILT) Payments
Sections 17-19, 29 — increases PILT payments from $2 per acre to $3 per acre for county-administered and
DNR-administered other natural resources lands. The legislation also establishes two-tiers of supplemental PILT
payments equal to $0.18 per acre if certain categories of PILT eligible lands exceeds 25% of total county
acreage, and $S0.08 per acre for counties where PILT eligible lands total between 10 and 25 percent of total
county acreage. Section 18 prevents the appraised value of acquired natural resources land from decreasing
from one appraisal to the next.

Section 19 indexes PILT per acre payment amounts to inflation. Section 29 requires the Commissioner of
Revenue to study and report, by January 31, 2025, on the valuation methods used to value shoreline areas
within PILT acreage. The increase is effective beginning with aids payable in 2024 and will be approximately
equal to $1 multiplied by the county’s total acres in categories 5a, 6a, and 7a for 2023 certified payments
linked here. The increase amounts will be slightly higher for counties that qualify for ‘bonus payments’ due to
large concentrations of tax-exempt lands. Increases will grow in future years.
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New Soil & Water Conservation District Aid
Section 20 — establishes a new state aid program for soil and water conservation districts. The aid would
distribute $15 million each year in 2023 and 2024, and $12 million annually thereafter. Of this amount, 80
percent will be distributed in equal amounts to each SWCD, 10 percent will be distributed according to each
district’s proportional share of nonpublic land, and 10 percent will be distributed based on the cube root of
each district’s population.

The Board of Soil and Water Resources certifies by June 1 each year the SWCD’s that will receive payment and
the amount of the payment. Payments are made based on the same schedule as county program aid.
Beginning in 2023, the Legacy Bill no longer appropriates $12 million annually from the Clean Water Fund for
SWCD program administration.

Reduced Homeless Prevention Aid for County Governments, Aid for Tribes
Section 22 amends the Local Homeless Prevention Aid program enacted in 2021, with aid payments beginning
in 2023, to redirect $2.4 million of the $20 million annual appropriation to grants to Tribal governments. For
2023, the Commissioner of Revenue is directed to recalculate and recertify these 2023 aid amounts by July 15,
2023. The change will redirect about 12% of total aid to Tribes, suggesting counties will receive on average
about 12% less than the previously certified amounts through 2028, when the aid is scheduled to sunset.

New — Statewide Local Housing Aid

Section 24 establishes a new Local Housing Aid program with separate appropriations for eligible cities, counties,
and Tribal Nations. For counties, $15.3 million is available in each of 2023 and 2024, and $6.8 million in 2026 and
thereafter. County amounts, however, may be reduced by up to $2.25M in fiscal years 2024 and 2025, and by
up to $1.0M annually thereafter, for transfers to a Minnesota Housing Finance Agency (MHFA) grant program
for small cities. By comparison, the legislation appropriates $4.5 million in 2023 and 2024 for aid to cities over ten
thousand population, and $2.0 million annually thereafter. For metro cities and counties, these aid amounts are in
addition to Local Housing Aid payments to be paid from the new % cent sales tax applied in the metropolitan area.
See General Government, Housing Aid summary for metropolitan tax and allocations.

Distribution: Each county receives 0.6 percent of the amount available for counties after transfer to the MHFA
program, with the remaining funds distributed based on each county’s relative share of the total number of
cost-burdened households in the state.

Uses: Qualifying projects include (1) emergency rental assistance for households earning less than 80% AMI,
(2) financial support to non-profit affordable housing providers, (3) development of market rate residential
rental properties outside the metro area; or (4) development and construction of affordable housing or to
provide gap financing for homeownership affordable at 115% at the greater of state or AMI, or rental housing
affordable at 80% of the greater of state or AMI. Priority projects would be those at even lower income levels.
As defined in the new law, “gap financing” could reflect financial conditions, and/or costs to adapt buildings to
accommodate sensory accessible units. Counties must regularly consult with cities in the jurisdiction where
projects are planned or located.
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Unspent Funds: If the county is unable to spend the funds on a qualifying project by the deadline due to
factors outside the control of the county, the funds will be considered spent if transferred into a local housing
trust fund. Funds remaining unspent as of December 31 or the third year following the year paid, must be
returned.

For 2023 only, aid amounts may be certified as late as August 1, 2023, and paid in one installment by
December 26, 2023. For aids beginning in 2024, aid amounts for the following year are to be certified by
August 1, and paid annually at the same time as other local property tax aids (July and December). Counties
receiving aid are required to ‘regularly consult” with cities where qualifying projects are planned or located.

Articles 4 and 7 Provide Increased Direct Tax Relief — Refunds for Homeowners and Renters
Chapter 64 provides expanded temporary and permanent property tax relief through increased refunds to
renters and homeowners, including:

e Article 4, Section 2 and 3 increase homeowner refunds by both increasing income thresholds and
maximum refunds and reducing co-pay amounts, beginning for taxes paid in 2024.

e Article 4, Section 30 temporarily increases homestead property tax refunds and renter’s credits by
20.572% above the amount that would otherwise to homeowner or to renter’s relative to household
income. The increase applies only to 2023 refunds (based on rent paid in 2022 and property taxes payable
in 2023).

e Article 4, section 31 -- temporarily increases the additional “targeting” refund for homeowners who
experienced large year-over-year property tax increases. Under current law, the refund applies to
homeowners whose property tax refunds increase by more than 12 percent with a $1,000 maximum
refund. For increases from 2022 to 2023 only, refund eligibility would apply to homeowners with increases
larger than six percent and provide a maximum refund up to $2,500.

e Article 7 converts the Renter’s property tax refund to a refundable income tax credit. The change has
significant one-time costs due to accelerating forward the benefit to renters. Under current law, there is
nearly a year-long lag between the year of rent (property tax) paid, and credit application and payment.
The change will accelerate forward when renter refunds are paid and is also expected to both increase
refund amounts due using a narrower definition of household income and result in more renters receiving
the refunds for which they are eligible but may not historically have applied. The legislation also provides
$1 million each year for the Commissioner of Revenue to promote claiming of refunds.

Other Local Aids
e Sections 1,21, 33 — establish a new Electric Generation Transition Aid program for local governments that lose
tax base when an electric generation plant is retired. The initial aid amount is equal to the base loss due to the
retirement multiplied by the jurisdiction’s tax rate in the year prior to the tax base loss. The aid is phased out
over no more than 20 years. The aid is eliminated earlier if the jurisdiction recovers sufficient tax base. Section
33 repeals a current utility transition aid program.

e Section 25 creates a new Tribal Nations Aid funded at $35 million annually beginning in 2024.
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Chapter 6, Article 3 — Property Tax Base and Relief

Property Tax Preferences for Low-income Apartments and Other Properties, Increased Watershed Levy
Article 3 — Property Taxes

Section 1 — Increases Watershed District levy authority from an amount not to exceed the lesser of 0.048
percent of a district’s estimated market value (EMV) or $250,000, to a levy not to exceed the lesser of 0.096
percent of EMV or $500,000. Effective beginning with assessment year 2024.

Section 2 — Classifies certain real property containing solar energy generating systems as 3a (commercial), if
the property contains more than one solar energy generating system that cannot be combined for purposes of
the solar energy production tax but exceed one megawatt in aggregate. Effective for taxes payable in 2024.

Sections 5, 18, 25 — allows homesteaded, owner-occupied community land trust units to qualify for Class 4d
(2) and be eligible for homestead property tax refunds. Class 4d(2) has a class rate of 0.75%.

Section 6. Increases the first-tier valuation limit agricultural homestead property to $3,500,000 for
assessment year 2024, and annually adjusts the limit beginning with assessment year 2025.

Section 8-14, 21 — Allows property owners to use their federal ITIN to qualify for homestead status, state and
local tax credits and refunds. The change is retroactive for homestead applications filed in 2023 and thereafter.

Sections 15-18, and Article 4 section 32 — Reduced Class 4d (low-income apartment) tax rate, local approval
and county reporting required. Section 16 requires that a property owner receive approval by the city or town
before applying to the Housing Finance Agency for initial class 4d(1) classification under Section 17. The local
approval requirement applies to property that was not, in whole or in part, classified as class 4d(1) prior to
assessment year 2024, and approval is not needed if a property is located in a city or town in which the net tax
capacity of class 4d(1) property did not exceed two percent of the jurisdiction’s total net tax capacity in the
prior assessment year. Section 18 reduces the tax rate from 0.75% to 0.25% for the full value of class 4d units.
Article 4, section 32 provides two years of transition aid for cities with class 4d net tax capacity exceeding 2%
of total net tax capacity.

Section 19. Modifies the Disabled Veterans Homestead Market Value Exclusion to allow a surviving spouse to
reapply for the exclusion if the spouse previously received the exclusion, but the exclusion expired prior to
assessment year 2019 when the eligibility period for surviving spouses was changed to a potential lifetime
benefit. Effective beginning with assessment year 2023.

Section 20. Increases the homestead market value exclusion by approximately 25% percent. The exclusion
equals 40% of the first $95,000 of market value and phases out above that amount with no exclusion above
$517,200 of value. This compares to a maximum exclusion reached at $76,000 of home value under current
law, and $80,300 under the House Tax bill. Effective for assessment year 2024 and thereafter.
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Sections 22-24: Modifies recently enacted truth in taxation (or TnT) statement requirements. Each local
jurisdiction must list their website on the TnT statement (if they have one). The required summary
supplemental budget information for the county, city, and school district on the statement for each parcel is
removed and instead, each statement must include the levy change for the county, each city in the county, and
each school district in the county. Counties are anticipated to already have the information needed to provide
those levy change estimates without added data collection or coordination. The changes are effective for taxes
payable in 2024. County administrative officers are working with the Department to develop templates for
counties to consider using.

Section 27-29 — Expands Senior Property Tax Deferral program by increasing from $60,000 to $96,000 the
household income limit for the senior citizens’ property tax deferral and reducing from 15 to 5 the minimum
number of years the homeowner must own and occupy the property to qualify.

Chapter 64, Article 10 — Local Sales and Use Taxes

New Local Sales Tax Authorizations; Two-Year Moratorium & Study
The House and Senate bills reflected fundamentally different positions on local option sales tax (LOST) coming
into conference committee. The House Chair has expressed concern that such local taxes benefit jurisdictions
that have greater sales tax base, to the disadvantage of communities that do not have strong sales base. At
the same time, there is concern that the sales tax is a more regressive way to fund core local services. In
contrast, the Senate bill authorized most LOST provisions that had been requested by local units. The Senate
provision prevailed in Chapter 64, but Tax Chairs agreed to a two-year moratorium during which no new LOST
authorizations would occur, and a Task Force will study LOST as a local funding mechanism.

Temporary Moratorium on LOST Provisions
Section 1 prohibits a political subdivision from engaging in promotion of a LOST, adoption of a resolution, or
seeking of voter approvals until after May 31, 2025. The prohibition does not apply to LOST provisions
authorized by Chapter 64.

38 Local Option Sales Tax Authorizations, Extensions
Sections 2 — 50 authorizes or renews 38 LOST provisions, including a 3/8 cent sales tax in Rice County, a 3/8
cent sales tax in Stearns County, and a % cent sales tax in Winona County.

Section 51 establishes a Local Taxes Advisory Task Force “to examine the use of local taxes as a funding
mechanism for cities and counties to fund capital projects and other improvement projects.” The first meeting

is to be held no later than July 15, 2023, and initially meet twice monthly. A report is due to the legislature no
later than January 15, 2024.

6|Page

Benton-Blue Earth-Carver-Chisago-Crow Wing-Dakota-Olmsted-Otter Tail-Rice-St. Louis-Scott-Sherburne-Stearns-Washington-Winona

14 of 85



M I kA 2023 End of Session Report
Tax and Fiscal Policy

Chapter 64 — Other Provisions

More Funding for County SCORE Grants

e Article 12 includes various modifications to public finance authorities, including local debt and bond
financing provisions of law.

e Article 15, sections 8 - 9 — removes a ten percent minimum interest rate on delinquent property taxes and
repurchase agreements and allows a county board by resolution to set a lower interest rate on property
taxes than the prime rate charged by banks during the six-month period ending on September 30 of that
year.

e Article 15, Section 11 - statutorily redirects 3 percent of solid waste management tax (SWMT) proceeds
for SCORE grants to counties beginning in 2023. The change reduces to 27% the portion of SWMT
revenues deposited into the State General Fund rather than being used for waste reduction, reuse,
recycling and waste management.

e Article 15, section 24 appropriates $5 million for tax filing modernization to include development and
implementation of free state income tax filing options.

e Article 15, section 28 appropriates $40 million for workforce and affordable homeownership development
accounts.

What Did Not Pass?

¢ No statewide refund exemption for the state sales tax paid by local governments on the purchase of
construction materials for local projects. Chapter 64, Article 5 (Sales and Use Tax Article) included twenty-
one separate special law refund exemptions for individual projects, but not the two-year refund exemption
as proposed by the Governor and the House for all sales tax paid on construction materials by local
governments, if purchased after June 30, 2021, and before January 1, 2025.
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INTRODUCTION

The 2023 legislative session began on Tuesday, January 3. This is the first year of the biennium, or the “budget”
session. As anticipated, the Legislature came close to using all available time before adjourning around 10 pm
on Monday, May 22, the last day the Legislature could meet - pursuant to the State Constitution. As was the
case two years ago, the DFL controls the House; along with DFLers retaining all four constitutional offices, the
Senate is also controlled by the DFL. It was the first time since the 2013-14 biennium that one party has had a
legislative trifecta.

What Did Pass?

Chapter 61
OMNIBUS HUMAN SERVICES BILL

Signed 05/24/23; Various Effective Dates
SF2934, authored by Senator John Hoffman (DFL-Champlin) and Representative Mohamud Noor (DFL-
Minneapolis), was signed into law by Governor Tim Walz on May 24. The new law contains $1.35 billion in new
spending (FY24-25); $1.56 billion (FY26-27). It invests in funding for long-term care, workforce, substance use
and addiction, and provides rate increases for direct care professionals. It also includes funding for nursing
homes, workforce retention in the long-term care industry, and a new program to help bring new Americans
into the human services field. Finally, it establishes a new Department of Direct Care and Treatment effective
July 1, 2025. Requires the commissioner to prepare legislation for the 2024 legislative session necessary to
create and implement the new department. (Summary, Spreadsheet)

e County Cost Share for Mentally Ill and Dangerous (MI&D): For several years, we have been working on
this issue. At our request, Representative Dan Wolgamott (DFL-St. Cloud) introduced HF1395; Senator Erin
Maye Quade (DFL-Apple Valley) introduced the Senate companion (SF1926). We are pleased that we were
successful in convincing the Legislature to temporarily exempt counties from paying any cost share for
those who are civilly-committed as MI&D who are awaiting a transfer from one state-operated facility to
another. This will save counties $13.2 million over the two years.

e 48 Hour Rule:

o Connected to this issue is the so called “48-hour rule,” which the Legislature enacted several years ago
to ensure that civilly-committed patients who await placement from jails or correctional institutions be
placed in a state-operated treatment program within 48 hours. Contained in the HHS bill is language
that gives DHS flexibility with regard to the 48-hour rule by placing individuals only after determining a
medically-appropriate bed is available.
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o Counties have been making the case for years regarding our challenges of getting individuals both
placed and released from these state-operated facilities. To that end, the agreement calls for a Task
Force on Priority Admissions to State-Operated Treatment Programs:
= Co-chaired by Attorney General Keith Ellison and DHS Commissioner Jodi Harpstead.
= |ncludes 2 county representatives, one commissioner and one director.
=  Appointments to be made by July 15, 2023;
= The first meeting must be convened by August 1, 2023.
= Report is due February 1, 2024.
= Task Force expires June 30, 2024.

o Rate Increases for Direct Care Professionals: As noted above, there are a significant number of rate
increases (at various levels and timelines) throughout the bill:
= adult day services
= day support
= prevocational
= employment unit-based services
= personal care assistance and CFSS
= customized living rate increase
= consumer-directed community supports
= home care services
= increase in annual limit for specialized equipment and supplies
= certain disability waiver services (chore services and home-delivered meals)
= early intensive developmental and behavioral intervention benefits
= |CF-day training and habilitation services
= Nonemergency Medical Transportation (NEMT) and ambulance services

A complete summary of the bill by Article is posted on the MICA web site:

Chapter 70
OMNIBUS HEALTH AND HUMAN SERVICES BILL

Signed 05/24/23; Various Effective Dates
SF2995, authored by Senator Melissa Wiklund (DFL-Bloomington) and Representative Tina Liebling (DFL-
Rochester) and Dave Pinto (DFL-St. Paul), was signed into law by Governor Walz on May 24. The new law
appropriates $1.4 billion in new DHS spending for FY24-25 and $1.5 billion for FY26-27. New MDH spending is
$283.8 million in FY24-25; $233.2 million in FY26-27.

The law provides funding to help more families access affordable child care and help providers attract and
retain workers. It updates the Child Care Assistance Program rate to the 75th percentile and establishes the
new Department of Children, Youth, and Families. It funds programs to address homelessness in Minnesota,
including the Emergency Services Program, Homeless Youth Act, Transitional Housing, and Safe Harbor
Housing and Support. It also includes funding for food security and provides greater stability for Minnesotans
living in poverty by requiring households accessing the Minnesota Family Investment Program (MFIP) and
General Assistance to report changes every six months instead of monthly.
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It addresses health care access and affordability and includes guaranteed reductions in cost-sharing, the
establishment of the Center for Health Care Affordability, and other efforts to reduce the cost of health care.
It also includes a guaranteed increase in health insurance coverage for children and disadvantaged
communities. Finally, it raises reimbursement rates for multiple services including mental health and
reproductive health. (Spreadsheet) (Summary)

MICA Priorities
Metro Demo:
e Carver, Scott, and Washington Counties added to the “Metro Housing Demo” without additional funding.
e All seven metro counties will be able to tap into existing resources.

IT investments:

e Information Technology Projects for Service Delivery Transformation; $41.05 million (FY24-25); $6.9
million (FY26-27)

e [T integrated services for children and families; $31.7 million (FY24-25)

e Online Behavioral Health Program Locator; $1.3 million per biennium

e Homeless Management Information System: $850,000 (FY24-25); $1.6 million (FY26-27)

e Information Technology; improve METS functionality; $30 million (FY24-25); $966,000 (FY26-27)

e Information Technology; Medicaid Management Information System (MMIS) modernization; $10.6 million
(FY24)

e MNsure technology modernization; $3.22 million (FY24-25); $1.96 million (FY26-27)

e IT improvements for children and families; $20 million one time

Investments in Behavioral Health:

e $4 million for the 988 national suicide prevention lifeline grants

e Pediatric primary care mental health training grant program.

e Additional funding for mobile crisis grants: $18 million dollars (FY24-25)

e Establish funding for tribal mobile crisis response teams: $2 million per biennium

e Cultural and ethnic minority grant program: $6 million per biennium; ongoing

e Start-up grants for prospective psychiatric residential treatment facility (PRTF) sites; $2.2 million (FY24-25)
e School-Linked BH grants: $14.1 million FY24-25; $9 million (FY26-27)

e Expand access to first episode psychosis: $2.7 million per biennium

e Grant to Center for Rural Behavioral Health (MSU-Mankato): $1.6 million (FY24-25)
e Rate increase for MH services: $17.6 million (FY24-25); $48.5 million (FY26-27)

Childcare:

e Basic Sliding Fee permanent reprioritization: $7.8 million FY24-25 $17.4 FY26-27
e Additional BSF assistance: $30 million per biennium
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Family First Prevention: $25 million FY24-25 $26.6 million FY26-27:

e Kinship navigator services: $1.5 million FY24-25, $1 million FY26-27

e Family Assessment Response: $10.1 million FY24-25, $12 million FY26-27
e Evidence Based Practice Grants: $8.4 million FY24-25, $8.2 million FY26-27

A complete summary of the bill by Article is posted on the MICA web site:

Other Miscellaneous Bills that Passed

Chapter 5

Juneteenth
Signed 02/03/23; Effective Date 02/04/23
SF13, authored by Senator Bobby Joe Champion (DFL-Minneapolis) and Representative Ruth Richardson (DFL-
Mendota Heights), was signed into law by Governor Walz on February 23. This law changes the date for
Juneteenth from the third Saturday of June to June 19 and designates Juneteenth, the celebration of the end
of slavery in the United States, as a state holiday. It is effective February 4, 2023.

Chapter 11
Emergency Food Shelf Program Funding

Signed 03/02/23; Effective Date 03/03/23
HF213, authored by Senator Erin Maye Quade (DFL-Apple Valley) and Representative Heather Keeler (DFL-
Moorhead), was signed into law by Governor Walz on March 2. The Minnesota food shelf program provides
funds to food shelves to purchase, transport, and coordinate the distribution of nutritious food to needy
individuals and families, and cover certain administrative expenses. The Department of Human Services
distributes funds to Hunger Solutions to distribute to qualifying food shelves across the state. Provides $5
million in FY23 in one-time emergency funding for the Minnesota food shelf program. (Summary)

Chapter 16

Minnesota Indian Family Preservation Act Modifications
Signed 03/16/23; Effective Date 08/01/23

SF667, authored by Senator Mary Kunesh (DFL-New Brighton) and Representative Heather Keeler (DFL-
Moorhead), was signed into law by Governor Walz on March 16. The federal Indian Child Welfare Act (ICWA)
of 1978 establishes child protection procedures and requirements for children who are members of or eligible
for membership in a federally recognized Tribe. In 1985, Minnesota enacted the Minnesota Indian Family
Preservation Act (MIFPA), Minnesota Statutes sections 260.751 to 260.835, to expand upon ICWA
requirements. Elements of ICWA and MIFPA requirements include:

e inquiry into a child’s lineage to an Indian tribe
e agency and court notice to a child’s parents, custodian, Tribe, and the Bureau of Indian Affairs
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e criteria for removal of an Indian child

e qualified expert witness testimony regarding risk of serious emotional or physical damage to a child
e active efforts to provide remedial and rehabilitative services to prevent out-of-home placement

e specific out-of-home placement and permanency preferences for Indian children

In November 2022, the United States Supreme Court heard oral arguments on Haaland v. Brackeen, a case
challenging the constitutionality of ICWA on multiple grounds. A decision on the case is expected soon.

This new law makes technical changes and adds numerous provisions to MIFPA, incorporating federal ICWA
procedures and requirements for voluntary and involuntary child placement and permanency proceedings. It
also removes the expiration for the American Indian Child Welfare Advisory Council. (Summary)

Chapter 18

Free School Lunch and Breakfast

Signed 03/17/23; Various Effective Dates
HF5, authored by Senator Heather Gustafson (DFL-Vadnais Heights) and Representative Sydney Jordan (DFL-
Minneapolis), was signed into law by Governor Walz on March 17. This law uses state funds, after the
application of all available federal funds, to provide free school breakfast and free school lunch to Minnesota
students in all participating schools, regardless of their family income. It also adds a onetime adjustment to
compensatory revenue for the 2024-2025 school year to ensure that no school building receives less
compensatory revenue than in the previous fiscal year. Money to cover the costs would go to almost every
public district, charter schools, and some parochial schools. The program would add $441 million in state
education expenses over the next two years. (Summary)

Chapter 20

Family Homeless Prevention and Assistance Program Funding
Signed 03/30/23; Effective Date 04/01/23
HF1440, authored by Senator Lyndsey Port (DFL-Burnsville) and Representative Michael Howard (DFL-
Richfield, was signed into law by Governor Walz on March 30. This law appropriates $50 million in FY23 from
the general fund to the Minnesota Housing Finance Agency (MHFA) for the Family Homeless Prevention and
Assistance Program.

Chapter 22

Commissioner of Human Services Procedures Established related to Transition from Public Health Emergency
Signed 03/30/23; Various Effective Dates
SF2265, authored by Senator Melissa Wiklund (DFL-Bloomington) and Representative Mohamud Noor (DFL-
Minneapolis), was signed into law by Governor Walz on March 30. This law modifies certain DHS eligibility
procedures to provide a transition from the federal public health emergency and appropriates money to the
Commissioner of Human Services. (Summary)
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During the public health emergency, states were initially required to maintain eligibility for individuals on MA
by temporarily halting most eligibility renewals and taking other steps to ensure continuous coverage for
enrollees, in order to receive an enhanced federal match. The Consolidated Appropriations Act of 2023 ends
these requirements and allows states to begin MA eligibility redeterminations on April 1. Chapter 22 contains
provisions that govern the transition from continuous coverage under the public health emergency.

Provides funding to the Commissioner of Human Services, to implement the provisions in the act:

e Provides $36 million from the General Fund in (FY24) to DHS for grants to counties to assist with
unwinding the public health emergency.

e |n addition to money for counties, there are appropriations for DHS central office operations and outreach
efforts, as well as money to MNsure for cost-sharing reduction subsidies.

Chapter 37

Omnibus Housing Bill
Signed 05/15/23; Various Effective Dates
HF2335, authored by Senator Lyndsey Port (DFL-Burnsville) and Representative Michael Howard (DFL-
Richfield), was signed into law by Governor Walz on March 15. This law appropriates $1.07 billion during the
2024-25 biennium for needs across the housing continuum, $950 million in mostly onetime new cash.
Governor Walz signed the bill into law on May 15, 2023.

The new law will help developers build more affordable apartments, help low- and moderate-income
Minnesotans buy their first homes, and provide rental assistance to thousands of households. Lawmakers also
created the first dedicated funding source for housing through a new quarter-cent sales tax in the seven-
county Twin Cities metropolitan area. That tax is estimated to raise about $300 million over the next two
years, with the majority going directly to metro area cities and counties to help fund affordable housing
development and homelessness prevention initiatives. (Spreadsheet)

See General Government section for a complete summary.

Chapter 49

Substance Use Disorder Treatment Policy & Technical Changes
Signed 05/19/23
HF1486, authored by Senator Jim Abeler (R-Anoka) and Representative Luke Frederick (DFL-Mankato), was
signed into law by Governor Walz on May 19. This act makes technical and policy changes related to limited
supervised practice of former alcohol and drug counseling students, substance use disorder (SUD) treatment
program HIV training, withdrawal management program licensing, and SUD treatment provider client record
documentation requirements. (Summary)
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Chapter 50

Department Of Human Services Policy And Technical

Signed 05/24/23; Various Effective Dates

HF1403, authored by Senator John Hoffman (DFL-Champlin) and Representative Peter Fischer (DFL-Maplewood), was
signed into law by Governor Walz on May 24. Comprised mostly of technical changes related to various aging,
disability and behavioral health services, the law expands eligibility for the home and community-based
services workforce development grant. Notably, the grant would not count as income or an asset when
determining eligibility for numerous economic assistance and health care programs. Moreover, the effective
dates of previous laws would be added, the definition of “court examiner” clarified, and a handful of
definitions would be placed in chapter 254B of state statutes. The bill moves from rule to statute certain
provisions governing behavioral health fund eligibility, substance use disorder assessment criteria dimensions
and risk descriptions, and payment for services. The proposal makes cross-referencing and terminology
updates to reflect the change from “Rule 25” assessments and placements for substance use disorder
services to the current direct access model for comprehensive assessments and services. (Summary)

Chapter 52
Omnibus Judiciary and Public Safety

Signed 05/19/23; Various Effective Dates
SF2909, authored by Ron Latz (DFL-St. Louis Park) and Representative Kelly Moller (DFL-Shoreview) includes a
number of investments of interest: (Spreadsheet)

e Crisis Response Grants: $10 million (FY24); of that amount, up to $2 million per year (2024-2028) are
appropriated to the Commissioner of Public Safety for grants administered by the Office of Justice
Programs to be awarded to local law enforcement agencies and local governments to maintain or expand
crisis response teams in which social workers or mental health providers are sent as first responders
when calls for service indicate that an individual is having a mental health crisis.

e Sexual Assault Examination Kits: $7.7 million (FY24-25); $7.5 million (FY26-27) to reimburse counties for
the costs of sexual assault examination kits, to fill the gap in federal victims of crime act funding, and for
the BCA to meet a 90-day goal for forensic evidence exam turnaround times.

e $70 million for the Office of Justice Programs (OJP) to provide grants to community-based crime
prevention programs. Eligible grantees include organizations that support victims of gun violence, youth
support, violence interrupters, homelessness support, neighborhood watch, re-entry programs for
incarcerated individuals, and community and faith-based projects.

e Narcan/Opiate Antagonists: Requires training for peace officers in the use of opiate antagonists and
requires each peace officer to be supplied with and carry two doses.
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Chapter 53
Omnibus Jobs, Economic Development, Labor and Industry
Signed 05/24/23
SF3035, authored by Senator Bobby Joe Champion (DFL-Minneapolis) and Representative Hodan Hassan (DFL-
Minneapolis), was signed into law by Governor Walz on May 24. This law includes language on Earned Sick
and Safe Time.

See General Government section for a complete summary.

Chapter 54
Omnibus Early Education Bill
Signed 05/24/23
HF2292, authored by Senator Mary Kunesh (DFL-New Brighton) and Representative Dave Pinto (DFL-St. Paul),
was sighed into law by Governor Walz on May 24. This law allocates $400 million for programs targeted at
Minnesota’s youngest learners. It includes an increase of $310 million over four years in Early Learning
Scholarships and expands eligibility to ages 0-3, allowing the program to serve many more children and
families with the highest need. It also provides a $40 million increase to Head Start, providing another avenue
for families to access early learning services for their children. Investments in the early educator workforce will
also serve these programs, as well as additional funding for screening programs which help identify the needs
of children early on. (Summary)

Chapter 57
Omnibus Commerce
Signed 05/24/23
SF2744, authored by Senator Matt Klein (DFL-Mendota Heights) and Representative Zack Stephenson (DFL-
Coon Rapids), includes several items of interest: (Spreadsheet)

e Preventative Services Study: Funds a study on free primary care for Minnesotans and codifies existing
federal laws from the Affordable Care Act that allow Minnesotans to access certain preventative services,
like routine health screenings, for zero-cost.

e Prescription Drug Affordability Board (PDAB): Establishes a board which has the authority to review drug
prices.

e Psychiatric Residential Treatment Facilities (PRFT): Requires payment of benefits for mental or nervous
disorder treatments performed by a licensed mental health professional in a hospital or psychiatric
residential treatment facility and is not intended to change or add benefits for those services provided in
policies or contracts to which this subdivision applies.
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Chapter 59

Paid Family Medical Leave

Signed 05/25/23

HF2, authored by Senator Alice Mann (DFL-Edina) and Representative Ruth Richardson (DFL-Mendota
Heights), was signed into law by Governor Walz on May 25. This law creates a state paid family and medical
leave program which will provide partial wage replacement for 12-20 weeks of leave in a 52-week period for
medical leave, bonding, or caring for a family member. The benefit distributions, premium collection, and
small business grants will become available in January 2026.

See General Government section for a complete summary.

Chapter 63

Cannabis Legalization

Signed 05/30/23; Effective 07/01/23; Various Other Effective Dates
HF 100, authored Senator Lyndsey Port (DFL-Burnsville) and Representative Zack Stephenson (DFL-Coon
Rapids), was signed into law by Governor Walz on May 24. This new law legalizes adult-use cannabis and
establishes a new Office of Cannabis Management to regulate the new industry. It directs the expungement or
resentencing of cannabis related convictions. Cannabis use and possession of certain amounts will be
decriminalized beginning August 1. It allows sales for legal adult-use cannabis in Minnesota beginning in the
first quarter of 2025. It also includes grants for substance use treatment, recovery, prevention and for
communities that have disproportionately suffered the effects of cannabis prohibition.

See General Government section for a complete summary.

Chapter 64

Omnibus Taxes

Signed 05/24/23
HF1938, authored by Senator Ann Rest (DFL-New Hope) and Representative Aisha Gomez (DFL-Minneapolis),
was signed into law by Governor Walz on May 24. (Spreadsheet)

e Public Safety Aid: Includes $300 million to establish an aid program to distribute one-time public safety
aid among qualifying local governments and Tribal governments in calendar year 2023. Requires that the
aid recipient use the proceeds to provide public safety. Provides a formula to allocate aid among counties,
Tribal governments, cities, and qualifying towns. Appropriates $300 million in FY24; 30 percent of the
appropriation is for aid to counties and Tribal governments, and 70 percent of the appropriation is for aid
to cities and qualifying towns.
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o Subd. 6. Eligible uses. (a) A county, Tribal government, or local unit must use the aid under this section
to provide public safety, including community violence prevention and intervention programs;
community engagement; mental health crisis responses; victim services; training programs; first
responder wellness; equipment related to fire, rescue, and emergency services, or to pay other
personnel or equipment costs.

e Minnesota Child Tax Credit: $1,750 per qualifying child.

See Tax section for a complete summary.

Chapter 68

Omnibus Transportation
Signed 05/24/23

HF2887, authored by Senator Scott Dibble (DFL-Minneapolis) and Representative Frank Hornstein (DFL-
Minneapolis), was signed into law by Governor Walz on May 24. This $1.3 billion law includes an historic
investment in Minnesota’s transportation infrastructure, including funding for improvements to the state’s
roads and bridges and enhancements to the multimodal transportation system. It also includes the necessary
matching dollars for the Infrastructure Investment and Jobs Act, invests millions in the national electric vehicle
infrastructure program, and provides funding to keep Minnesota’s communities connected. (Spreadsheet)

Includes:

e Safe Routes to School: $25.8 million (FY24-25)

e Rider code of conduct: Clarifies law enforcement's power to cite and remove people who are engaging in
dangerous or disruptive behavior.

e Administrative Citations: Gives the Met Council authority to issue administrative citations for transit fare
evasion.

e Transit Service Intervention Project: Includes a three-month intervention program led by county social
services agencies and nonprofits aimed to provide resources and support to passengers who are
experiencing mental health issues, homelessness or substance use disorders.
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Chapter 72
Capital Investment (Bonding)
Signed 06/01/23
HF669, authored by Senator Sandra Pappas (DFL-St. Paul) and Representative Fue Lee (DFL-Minneapolis), was
signed into law by Governor Walz on June 1. (Spreadsheet)

e Regional Behavioral Health Crisis Facilities: $10 million (FY24) to the Commissioner of Human Services, for
grants under Minnesota Statutes, section 245G.011.

o Of the $10 million, $6 million is for a grant to Dakota County for a behavioral health crisis facility in
Dakota County; and

o $2.5 million is for a grant to the Human Development Center for a behavioral health crisis facility in
Duluth.

o Safe Routes to School Infrastructure Program: $2.4 million

o Housing Finance Authority:
=  Public Housing Rehabilitation: GO $41.868 million
= Public Housing Rehabilitation: GF $30.132 million
= Greater MN Housing Program Infrastructure: GO $3 million

Looking Ahead

The 2023 Legislature has now adjourned until Monday, February 12, 2024. With the exception of the
possibility of an extremely limited special session addressing a merger between health care systems, we
believe they have “left the building” and have shifted to full campaigning/fundraising mode.
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INTRODUCTION

The 2023 legislative session began on Tuesday, January 3. This is the first year of the biennium, or the “budget”
session. As anticipated, the Legislature came close to using all available time before adjourning around 10 pm
on Monday, May 22, the last day the Legislature could meet - pursuant to the State Constitution. As was the
case two years ago, the DFL controls the House; along with DFLers retaining all four constitutional offices, the
Senate is also controlled by the DFL. It was the first time since the 2013-14 biennium that one party has had a
legislative trifecta.

What Did Pass?

Chapter 61
OMNIBUS HUMAN SERVICES BILL

Signed 05/24/23; Various Effective Dates
SF2934, authored by Senator John Hoffman (DFL-Champlin) and Representative Mohamud Noor (DFL-
Minneapolis), was signed into law by Governor Tim Walz on May 24. The new law contains $1.35 billion in new
spending (FY24-25); $1.56 billion (FY26-27). It invests in funding for long-term care, workforce, substance use
and addiction, and provides rate increases for direct care professionals. It also includes funding for nursing
homes, workforce retention in the long-term care industry, and a new program to help bring new Americans
into the human services field. Finally, it establishes a new Department of Direct Care and Treatment.
(Summary, Spreadsheet)

Chapter 61 includes various items related to opioids:

Article 4 — Behavioral Health:

e Sec. 10; Removes SUD treatment services with medications for opioid use disorder and SUD treatment
services with medications for opioid use disorder with enhanced treatment services from list of SUD rates.
Makes this section effective January 1, 2024, or upon federal approval, whichever is later.

e Sec. 11; Directs DHS to update SUD treatment services with medications for opioid use disorder to be
equal to locality-adjusted Medicare rates for comparable services. Does not apply to FQHCs, rural health
centers, Indian health services, or CCBHCs.

e Sec. 12; Establishes start-up and capacity-building grants for prospective or new withdrawal management
programs. 51.7 million (FY24-25); 52.2 million (FY26-27)

e Sec. 13; Establishes start-up and capacity-building grants for current or prospective harm reduction
organizations to promote health, wellness, safety and recovery to people in active stages of substance use
disorder. 54 million (FY24) available through June 2027

e Sec. 24; Directs DHS to convene a work group of “community partners” to evaluate the opioid treatment
program model and make recommendations on overall design. Report due January 15, 2024.
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Article 5 - Opioid Epidemic Response and Overdose Prevention: This article includes provisions to address the
opioid epidemic and prevent overdoses, including requiring opiate antagonists and providing guidance on
overdose emergency procedures in schools, correctional facilities, and other DHS-licensed programs; modifies
Opiate Epidemic Response Council (OERAC) requirements, membership, and appropriations; and establishes
grant programs and a public awareness campaign.

Sec. 1; Requires school districts and charter schools to maintain supply of opiate antagonists.

Sec. 2; Adds guidance on opioid overdose emergency procedures to required guidance promulgated by the

Commissioner of Corrections.

Sec. 3; Requires community corrections programs to maintain a supply of opioid antagonists. Each site

must have two doses, and staff must be trained on administering. S1 million (FY24-25) for training

Sec. 4; Directs Department of Corrections to provide individuals with known or stated histories of opioid

use with emergency opiate antagonist rescue kits upon release.

Sec. 5, 10; Directs DHS to establish a voluntary, statewide opioid overdoes surge text message alert

system to prevent opioid overdose. Directs DHS to collaborate with local agencies, other state agencies

and other harm reduction agencies to promote and improve the system. $359,000 (FY24-25); $372,000

(FY26-27)

Sec. 6-7; Requires SUD treatment, children’s residential facility SUD treatment, detox, withdrawal

management, and intensive residential treatments services providers to maintain a supply of opiate

antagonists and have written protocol by physicians for administration.

Sec. 8; Directs OERAC to meet with each of the 11 federally-recognized tribal nations individually on an

annual basis.

Sec. 9; Adds one urban American Indian community representative to the OERAC.

Sec. 10; Directs various appropriations from the opioid registration and license fee account, including:

o $2 million (FY24-25), S4 million (FY26-27) for grants to tribes and 5 urban Indian communities for
traditional healing practices and to increase capacity for culturally-specific providers in the behavioral
health workforce.

o $100,000 for opiate antagonist distribution (DHS)

o Additional $395,000 (FY24) and $415,000 per year thereafter for the opioid overdose surge alert
system

Sec. 11; Allows for OERAC-appropriated funds to be used for three years following appropriation.

Sec. 12; Directs site-based and group housing support settings to maintain a supply of opiate antagonists

and provide staff training.

Sec. 13; Cancels Project ECHO, opioid overdose prevention grant, and traditional healing temporary

funding.

Sec. 14; Directs DHS to establish an SUD public awareness campaign with strategies to prevent SUD,

reduce stigma and ensure individuals know how to access treatment, recovery and harm reduction

services. $1.58 million (FY24); available through June 2027
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e Sec. 15; Establishes grants to Tribal Nations or culturally-specific organizations to enhance and expand
capacity to address the impacts of opioid epidemic in communities. May be used for harm reduction
supplies, develop infrastructure, and expand outreach. S8 million (FY24) available through June 2027;
additional 5 million (FY24) for technical assistance

Article 6 - Opioid Prescribing Improvement Program: This article modifies the opioid prescribing
improvement program (OPIP), provides a waiver for certain prescribers, and specifies that the program will

expire by December 31, 2024.

A complete summary of the bill by Article is posted on the MICA web site:

Chapter 70
OMNIBUS HEALTH AND HUMAN SERVICES BILL

Signed 05/24/23; Various Effective Dates
SF2995, authored by Senator Melissa Wiklund (DFL-Bloomington) and Representative Tina Liebling (DFL-
Rochester), was signed into law by Governor Walz on May 24. The new law appropriates $1.4 billion in new
DHS spending for FY24-25 and $1.5 billion for FY26-27. New MDH spending is $283.8 million in FY24-25;
$233.2 million in FY26-27. (Spreadsheet) (Summary) (Note MDH line items start on page 32.)

Public Health Specific
Dental:
e Line 768; Reinstate Comprehensive Adult Dental Benefit Set and Rebase Dental Rates: 530 million (FY24-
25); $47.7 million (FY26-27)
e Line 1664; Clinical Dental Education Innovation Grants: 52.4 million per biennium; ongoing
o Article 5, Sec. 10. [144.1913] (a) The Commissioner of Health shall award clinical dental education
innovation grants to teaching institutions and clinical training sites for projects that increase dental
access for underserved populations and promote innovative clinical training of dental professionals.
e Line 1820; Critical Access Dental Infrastructure Program: $2.5 million (FY24)

Other Miscellaneous:

e Line 1524; Additional funding for Home Visiting: 54 million per biennium; ongoing

e Line 1577; Public Health System Transformation; $22.6 million per biennium; ongoing

e Line 1587; Grants to Expand Health Care Workforce; $21.9 million (FY24-25); 520.6 million (FY26-27)

e Line 1696; Wilder Foundation Grant for African American Babies Coalition; $576,000 (FY24-25); $576,000
(FY26)

e Line 1701; Health Professionals Loan Forgiveness; $2.8 million (FY24)

e Line 1773; Skin lightening products public awareness and education grant program; $242,000 (FY24-25)

e Line 1778; Additional funding for Fetal Alcohol Spectrum Disorders prevention grants; $1 million per
biennium; ongoing
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e Line 1793; Additional funding for Safe Harbor for sexually exploited youth grants; 52 million per biennium;
ongoing

e Line 1797; Additional funding for Safe Harbor regional navigators; 600,000 million per biennium; ongoing

e Line 1833; Public Health Response Contingency Account; 52.5 million (FY24)

Public Health Language/Appropriations

Article 3 - Department of Health Policy:

e Sec. 3; Modifies Rural Health Advisory Committee by adding six members, including a Tribal member, a
representative of a local public health agency or community health board, a health professional
experienced with people with mental illness, community organization that works with individual
experiencing health disparities, an individual with economic development expertise and a consumer with
experience on developmental disabilities.

e Sec. 6-14, 20-28; Classification of lead service lines.

e Sec. 19; Data collected by the cancer reporting system.

e Sec. 47; Authorizes any personnel employed by or under contract with a charter, public, or private school
to be authorized to administer opiate antagonists. Also specifies that a licensed practical nurse is
authorized to possess and administer opiate antagonists in a school setting.

Article 4 - Department of Health:
e Sec. 4; Directs Juul settlement dollars to be deposited into the tobacco use prevention account.
e Sec.5-11, 106-107; Modifies definition of submerged closed loop heat exchange; establishes a related
permit fee; and modifies definition of water supply well. $497,000 (FY24-25); $236,000 (FY26-27)
e Sec. 13; Requires schools to annually notify families of lead testing in drinking water; directs schools to
revise and document their routine water management to reduce exposure to lead; schools must also
report annual testing results and remediation activities. The plan must include recommendations for
remediation efforts when testing reveals the presence of lead at or above five parts per billion.
e Sec. 14; Directs MDH to establish the Minnesota One Health Antimicrobial Stewardship Collaborative.
5$624,000 per biennium; ongoing
e Sec.15[144.0528]; Directs MDH to establish a Comprehensive Drug Overdose and Morbidity Prevention
Program. MDH must consult with Tribal nations, local public health agencies, care providers and
community organizations. $24.4 million per biennium; ongoing
o Subdivision 1. Definition. For the purpose of this section, "drug overdose and morbidity" means health
problems that people experience after inhaling, ingesting, or injecting medicines in quantities that
exceed prescription status; medicines taken that are prescribed to a different person; medicines that
have been adulterated or adjusted by contaminants intentionally or unintentionally; or
nonprescription drugs in amounts that result in morbidity or mortality.

o Subd. 2. Establishment.
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o Subd. 3. Partnerships. The Commissioner of Health may consult with sovereign Tribal nations, the
Minnesota Departments of Human Services, Corrections, Public Safety, and Education, local public
health agencies, care providers and insurers, community organizations that focus on substance abuse
risks and recovery, individuals affected by substance use disorders, and any other individuals, entities,
and organizations as necessary to carry out the goals of this section.

o Subd. 4. Grants authorized. (a) The Commissioner of Health may award grants, as funding allows, to
entities and organizations focused on addressing and preventing the negative impacts of drug
overdose and morbidity. Examples of activities the commissioner may consider for these grant awards
include:

(1) developing, implementing, or promoting drug overdose and morbidity prevention
programs and activities;

(2) community outreach and other efforts addressing the root causes of drug overdose
and morbidity;

(3) identifying risk and protective factors relating to drug overdose and morbidity that
contribute to identification, development, or improvement of prevention strategies and
community outreach;

(4) developing or providing trauma-informed drug overdose and morbidity prevention
and services;

(5) developing or providing culturally and linguistically appropriate drug overdose and
morbidity prevention and services, and programs that target and serve historically underserved
communities;

(6) working collaboratively with educational institutions, including school districts, to
implement drug overdose and morbidity prevention strategies for students, teachers, and
administrators;

(7) working collaboratively with sovereign Tribal nations, care providers, nonprofit
organizations, for-profit organizations, government entities, community-based organizations,
and other entities to implement substance misuse and drug overdose prevention strategies
within their communities; and

(8) creating or implementing quality improvement initiatives to improve drug overdose
and morbidity treatment and outcomes.

(b) Any organization or government entity receiving grant money under this section
must collect and make available to the Commissioner of Health aggregate data related to the
activity funded by the program under this section. The commissioner shall use the
information and data from the program evaluation to inform the administration of existing
MDH programming and the development of MDH policies, programs, and procedures.

e Sec. 16; Directs MDH to establish a cultural communication program for those most impacted by health
disparities. 52.3 million (FY24-25) per biennium; ongoing

e Sec. 17-19; Directs MDH to establish the Office of African American Health to address unique public health
needs. Mission is to identify community-based solutions to address health disparities and recommend
strategies to address them. There is a seat for health or human services professionals serving African

American communities or clients. $4.4 million (FY24-25); 54.3 million (FY26-27)
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e Sec. 20; Establishes the Office of American Indian Health to promote workforce development, administer
grant opportunities and provide technical assistance. 54.2 million (FY24-25); 54.2 million (FY26-27)

e Sec. 21; Establishes the American Indian Health Special Emphasis grant program to support community-
based solutions to address health disparities.

e Sec. 22; AmeriCorps Heading Home Corps program. 51.7 million (FY24); 51.7 million (FY25) This is a
onetime appropriation and is available until June 30, 2027.

e Sec. 23; Requires MDH to work with state and community partners to develop and expand the community
health workers profession in Minnesota. The commissioner must award grants or enter into contracts to
accomplish this. $1.9 million (FY24-25); $1.9 million (FY26-27)

e Sec. 25; Establishes a rural and underserved clinical rotations grant program, in which the Commissioner of
Health awards grants to health professional training sites to add rural and underserved rotations or clinical
training experiences to existing training programs for certain health professionals.

e Sec. 37; Allows a minor who is 16 or older to consent to nonresidential mental health services, and the
consent of no other person is required. Defines nonresidential mental health services as outpatient
services provided to a minor not residing in a hospital, inpatient unit, or licensed residential treatment
facility or program. (Outpatient services are defined as mental health services, excluding day treatment
and community support services programs, provided to children with emotional disturbance who live
outside a hospital, and include clinical activities like individual, group, and family therapy; individual
treatment planning; diagnostic assessments; medication management; and psychological testing.)

e Sec. 38; Requires the Commissioner of Health to establish a labor trafficking services grant program to
provide services for victims of labor trafficking or labor exploitation. Nonprofit organizations and
nongovernmental organizations serving victims of labor trafficking or labor exploitation are eligible for
grants. $1.1 million per biennium; ongoing

e Sec. 39; Creates the tobacco use prevention account in the special revenue fund. Funds received as a
result of Juul litigation must be deposited into this account and must be used for tobacco use prevention
purposes. The Minnesota Attorney General recently came to an agreement with Juul whereby $60.5
million will be distributed to the State of Minnesota over an eight-year period.

e Sec. 40; Requires hospitals to screen patients to determine if they are eligible for certain health coverage
or assistance, and to assist patients in applying for charity care, completing an insurance affordability
program application, or applying for a premium tax credit. Permits patients to decline to participate in the
screening process or to accept services, and requires hospitals to provide notice of the availability of
charity care.

e Sec. 46; Advancing health equity through capacity building and resource allocation. Establishes a program
to award capacity-building grants to organizations serving diverse communities, and directs the
commissioner to create a framework for equitable grantmaking by the department.

e Sec. 50; Requires MDH to conduct community assessments and investigations to monitor and address
impacts of long COVID and related conditions. 56.3 million per biennium; ongoing
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e Sec.57,84-91; Requires MDH to create a 988 Lifeline Center for network of centers to answer contacts
from individuals accessing a suicide and crisis lifeline 24 hours a day/7 days a week. Establishes a special
revenue account to maintain the system and imposes a monthly statewide fee on all service users at a rate
to sustain the system. $3.6 million GF startup; (FY24-25); then revenue generated from telecommunication
fees.

e Sec.59; Requires MDH to provide grants to school districts and school-based health centers to support
existing centers and facilitate new centers. School-based health centers may provide a variety of services
but must not replace daily student support provided in the school.

e Sec. 60; Allows MDH to award grants to organizations that provide services to additional populations at
risk for acquiring HIV. The commissioner must administer a grant program to assist with HIV outbreaks.
$4.5 million (FY24-25)

e Sec. 62; Requires licensed child care providers, by July 1, 2024, to develop a plan to test for the presence
of lead in drinking water in child care facilities, and requires the plan to follow MDH guidance or EPA
guidance. Requires the plan to include testing water fixtures in all buildings where children are served, and
requires all taps to be tested at least every five years. Requires the plan to include steps to remediate if
lead is present in drinking water and to verify the remediation was successful by retesting. Lists allowable
remediation actions. Requires licensed child care providers to report to parents and staff, test results and
information on remediation performed. Also requires licensed child care providers to annually report test
results and remediation activities to the commissioner.

e Sec. 63; Lead remediation in school and child care settings grant program. Requires MDH to establish a
grant program to remediate identified sources of lead in drinking water in schools and licensed child
care settings. Requires the commissioner to award grants through a request for proposals process, and
lists criteria for schools and child care settings that will be prioritized for grants. Requires grant recipients
to use funds to address sources of lead contamination in their facilities and to implement best practices for
water management in their buildings. S1 million per biennium; ongoing

e Sec. 64-69; Requires MDH to establish the Healthy Beginnings, Healthy Families Act. 521.2 million (FY24-
25); 55.3 million (FY26-27)

o establishes the Minnesota perinatal quality collaborative to improve pregnancy outcomes for pregnant
people and newborns. Authorizes grants.

o requires MDH to establish the Minnesota partnership to prevent infant mortality program to improve
birth outcomes and eliminate preventable infant mortality.

o requires the Commissioner of Health to make grants to improve pregnancy and infant outcomes and
improve infant health. Requires the commissioner to provide grant recipients with technical assistance.

o establishes goals of developmental and social-emotional screening. Requires the Commissioner of
Health to undertake specified duties related to screenings. Authorizes a grant.

o allows MDH to make grants to counties and tribes to implement model jail practices and to counties,
Tribal governments, or nonprofit organizations to partner with county jails to support children of
incarcerated parents and their caregivers. Requires the commissioner to provide technical assistance.
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e Sec. 70; Requires MDH to establish a health equity and leadership (HEAL) council to provide guidance to
the commissioner on how to strengthen and improve the health of communities most impacted by health
inequities across the state.

e Sec. 71; Requires MDH to establish the Help Me Connect Resource and Referral System for children
prenatal through age 8. 51.4 million (FY24-25); 51.8 million (FY26-27)

e Sec. 72-74; Requires funding for foundational public health to be distributed based on a formula
developed by the commissioner and the State Community Health Services Advisory Committee (SCHAC).
Requires funding for foundational public health responsibilities to be used to fulfil responsibilities defined
by the commissioner in consultation with the SCHAC.

e Sec. 75; Requires MDH to establish a local and Tribal public health emergency preparedness and
response grant program. Grant proceeds must align with the Centers for Disease Control and Prevention's
issued report. $24.8 million (FY24-25); $22.8 million (FY26-27)

e Sec. 76; Directs MDH to distribute grants to Tribal governments for foundational public health
responsibilities.

e Sec. 96; Requires MDH to implement a climate resilience program to provide technical assistance that
support local public health and Tribal health departments. S1 million (FY24-25); 51 million (FY26-27)

e Sec. 98; specifies that the term for members of the Palliative Care Advisory Council is three years.

e Sec. 99; Establishes a Psychedelic Medicine Task Force to advise the legislature on legal, medical, and
policy issues associated with the legalization of psychedelic medicine. Defines psychedelic medicine as
MDMA, psilocybin, and LSD. The task force will consist of one member of the Ojibwe Tribe and one
member of the Dakota Tribe, as well as one member with experience in public health policy.

e Sec. 101; Requires MDH to design and make available materials for a statewide Alzheimer’s Public
Information Program. 5486,000 per biennium; ongoing

e Sec. 104; Requires MDH to establish the Emmett Louis Till Victims Recovery Program to address the health
and wellness needs of victims, and their families and heirs, of trauma based on the victim’s race, ethnicity,
or national origin. $500,000 (FY24)

e Sec. 105; Requires MDH to establish an equitable health care task force to examine inequities in how
people access and receive health care based on specified factors. $1.5 million (FY24-25)

e Sec. 108; Requires MDH to administer a program to provide vaccines to uninsured and underinsured
adults. Requires the commissioner to determine eligibility and enroll clinics to participate in the program,
and requires the commissioner to address racial and ethnic disparities in vaccine coverage rates. 52.9
million (FY24-25)

e Sec. 109; Requires MDH to award grants to health care entities and human services providers to increase
workplace safety in health care settings and human services workplaces. 54.7 million (FY24)
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Sec. 110; Establishes a Task Force on Pregnancy Health and Substance Use Disorders to recommend
protocols for when health care providers should order toxicology testing for a birthing parent and
newborn and protocols for reporting prenatal exposure to a controlled substance to a local welfare
agency. Includes two county social service representatives appointed by MACSSA, two Tribal
representatives appointed by MIAC and two members who identify Native American. Report due no later
than December 1, 2024. 5299,000 (FY24-25)

Sec. 111; Requires MDH to award grants to organizations to conduct public awareness and education
activities that are culturally specific and community-based and focus on the health dangers associated with
using skin-lightening products, developing training curriculum, and combat skin-lightening practices and
chemical exposure. 5242,000 (FY24-25)

A complete summary of the bill by Article is posted on the MICA web site:

Other Miscellaneous Bills that Passed

Chapter 5

Juneteenth
Signed 02/03/23; Effective Date 02/04/23
SF13, authored by Senator Bobby Joe Champion (DFL-Minneapolis) and Representative Ruth Richardson (DFL-
Mendota Heights), was signed into law by Governor Walz on February 23. This law changes the date for
Juneteenth from the third Saturday of June to June 19 and designates Juneteenth, the celebration of the end
of slavery in the United States, as a state holiday. It is effective February 4, 2023.

Chapter 39

Lead Drinking Water Service Lines
Signed 05/16/23; Effective Date 05/17/23
HF24, authored by Senator Jennifer McEwan (DFL-Duluth) and Representative Sydney Jordan (DFL-
Minneapolis), was signed into law by Governor Walz on May 16. The bill creates a grant program to help
municipalities fund the inventory and replacement of lead service lines. Sets a goal of removal of these lines
from public drinking water systems statewide by 2033. The bill provides $240 million to the Public Facilities
Authority to establish a grant program for replacing water service lines containing lead.

Eligible grantees include community public water suppliers of a community water system, municipalities,
suppliers of other residential drinking water systems, and anyone eligible for grants or loans under the federal
Safe Drinking Water Act. MDH estimates that there are about 100,000 water service lines in the state leaching
lead into drinking water. Coming into contact with lead can damage the brain, kidneys, and nervous system. In
children, lead can also slow development or cause learning, behavior, and hearing problems. (Summary)
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Chapter 52
Omnibus Judiciary and Public Safety

Signed 05/19/23; Various Effective Dates
SF2909, authored by Ron Latz (DFL-St. Louis Park) and Representative Kelly Moller (DFL-Shoreview), includes a
number of investments of interest: (Spreadsheet)
e Narcan/Opiate Antagonists: Requires training for peace officers in the use of opiate antagonists and
requires each peace officer to be supplied with and carry two doses.
Sexual Assault Examination Kits: $7.7 million (FY24-25); $7.5 million (FY26-27) to reimburse counties for
the costs of sexual assault examination kits, to fill the gap in federal victims of crime act funding, and for
the BCA to meet a 90-day goal for forensic evidence exam turnaround times.
$70 million for the Office of Justice Programs (OJP) to provide grants to community-based crime
prevention programs. Eligible grantees include organizations that support victims of gun violence, youth
support, violence interrupters, homelessness support, neighborhood watch, re-entry programs for
incarcerated individuals, and community and faith-based projects.

Chapter 55
Omnibus Education bill
Signed 05/24/23; Various Effective Dates
HF2497, authored by Senator Kunesh (DFL-) and Representative Youakim (DFL-Hopkins), was signed into law
by Governor Walz on May 24. (Summary)

e Menstrual Products & Naloxone in Schools: $3.5 million (FY24-25); $3.7 million (FY26-27)

o Sec.2.[121A.224] OPIATE ANTAGONISTS. A school district or charter school must maintain a supply
of opiate antagonists, as defined in section 604A.04, subdivision 1, at each school site to be
administered in compliance with section 151.37, subdivision 12. Each school building must have two
doses of nasal naloxone available on-site. The Commissioner of Health shall identify resources,
including at least one training video to help schools implement an opiate antagonist emergency
response and make the resources available for schools. A school board may adopt a model plan for
use, storage, and administration of opiate antagonists.

Chapter 60

Omnibus Environment, Natural Resources, Climate and Energy
Signed 05/24/23
HF2310, authored by Senator Foung Hawj (DFL-St. Paul) and Representative Rick Hansen (DFL-South St. Paul),
was signed into law by Governor Walz on May 24.

The bill contains language relating to Perfluoroalkyl and Polyfluoroalkyl Substances (PFAS). The law prohibits
intentionally adding PFAS chemicals starting with nonessential products, such as cosmetics and dental floss.
Those regulations were named in honor of Amara Strande, who recently died at age 20 but spent her last

weeks advocating for a ban on the “forever chemicals” that have been associated with a broad range of health
problems.
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Important Dates:

e January 1, 2025: Prohibits a person from selling, offering for sale, or distributing for sale the following
products containing intentionally added PFAS beginning January 1, 2025: carpets or rugs; cleaning
products; cookware; cosmetics; dental floss; fabric treatments; juvenile products; menstruation products;
textile furnishings; ski wax; and upholstered furniture.

e January 1, 2026: Requires a manufacturer of a product that contains intentionally added PFAS sold,
offered for sale, or distributed in the state to submit certain information to the PCA, including a
description of the product, and the purpose and amount of the PFAS in the product.

e January 1, 2032: Prohibits a person from selling, offering for sale, or distributing a product containing
intentionally added PFAS beginning January 1, 2032, unless the commissioner has determined by rule that
the use of PFAS in the product is currently an unavoidable use.

Chapter 63
Cannabis Legalization
Signed 05/30/23; Effective 07/01/23; Various Other Effective Dates
HF 100, authored by Senator Lyndsey Port (DFL-Burnsville) and Representative Zack Stephenson (DFL-Coon
Rapids), was signed into law by Governor Walz on May 24. This new law legalizes adult-use cannabis and
establishes a new Office of Cannabis Management to regulate the new industry. It directs the expungement or
resentencing of cannabis related convictions. Cannabis use and possession of certain amounts will be
decriminalized beginning August 1. It allows sales for legal adult-use cannabis in Minnesota beginning in the
first quarter of 2025. It also includes grants for substance use treatment, recovery, prevention and for
communities that have disproportionately suffered the effects of cannabis prohibition.

See General Government section for a complete summary.

Looking Ahead

The 2023 Legislature has now adjourned until Monday, February 12, 2024. With the exception of the
possibility of an extremely limited special session addressing a merger between health care systems, we
believe they have “left the building” and have shifted to full campaigning/fundraising mode.
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INTRODUCTION

The 2023 legislative session produced significant new money for statewide roads, bridges, and transit,
including over $3.8 billion of increased ongoing revenue over the next four years, plus $1.2 billion of General
Fund appropriations and $599 million of Trunk Highway Bonds. In addition, the Capital Investment bill adopted
on the last day of session includes almost $500 million for statewide roads and bridges and earmarked
projects. Going forward, ongoing new revenues are estimated to be about $1.2 billion (FY27) each year,
including a record amount of new money for Metropolitan regional transit and greater Minnesota transit.

The result is that most of MICA’s top transportation legislative priorities for 2023 were met by the combination
of provisions contained in the omnibus transportation bill (Chapter 68) and two capital investment bills
(Chapters 71 and 72). New dedicated revenues approved for state and local road systems include:

e Increased Tab Fees — $241 million in FY24-25, and $257 million annually thereafter*

e Gas Tax Indexing — $155 million in FY24-25, and $128.2 million annually thereafter*

e Motor Vehicle Sales Tax — $104 million in FY24-25, and $65 million annually thereafter*

e New $0.50 retail delivery fee — $59 million in FY24-25, and $65 million annually thereafter*

e Auto Parts Sales Tax dedication — $26.2 million in FY24-25, $22.1 million in FY26, and growing each year
as the revenues are fully dedicated over a ten-year period.

e Metro area sales tax (17% metro road and bridge)— $924 million in FY24-25, and $579 million annually
thereafter*
* Each of these revenue sources is projected to grow each year going forward.

Further, specific money was earmarked for the counties (metro and greater Minnesota), and dedicated
accounts will now exist for large and small cities and town roads. In addition, $216.4 million was provided to
MNDOT for federal IlJA matching funds. Capital bonding and cash bills produced additional money for county
roads and bridges, and for the Local Road Wetland Replacement Program. There was no change to current law
dedication of 38% of leased motor vehicle sales tax revenues to metro collar counties. Both one-time
appropriations and ongoing increased fees were approved for Deputy Registrar operations.

What Did Pass?

Chapter 68 — HF2887
Omnibus Transportation Finance and Policy
Sponsored by Rep. Frank Hornstein (DFL-Minneapolis) and Sen. D. Scott Dibble (DFL-Minneapolis), Chapter 68
is a $1.1 billion deal which bolsters Minnesota's extensive transportation network over the next two years,
plus a last minute gas tax increases tied to inflation, metropolitan regional sales tax, and higher registration
and sales taxes on new vehicles will generate nearly $1.5 billion of new revenue in the next budget for
transportation projects.
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Chapter 68 — One Time General Fund Dollars

e Transfer to the THF: $152.65 million e Local Roads and Bridges: $36 million
o IIJA Matching Dollars: $216 million e Blue Line Light Rail Train: $50 million
e Northern Lights Rail Line (NLX) from e GM Transit: $40 million
Minneapolis to Duluth: $194 million e Named Projects: $131.8 million

Chapter 68 — Trunk Highway Bonds
e MNDOT Facilities: $87.4 million e State Road Construction: $200 million
e Corridors of Commerce: $153 Million e Named Projects: $166.15 million

Chapter 68 — Earmarks
Multiple MICA counties received direct appropriations for particular transportation projects, such as:

e Trunk Highway 61 in Two Harbors - $11 Million e US Highway 52, Box Culvert Underpass in

e US Highway 169 in Scott County - $4.2 Million Dakota County - $2 Million

e Trunk Highway 3 Roundabout in Rosemount - e Trunk Highway 36 Interchange in Washington
$2.2 Million County - $5 Million

e US Highway 8 in Chisago County - $50 Million e US Highway 169/Trunk Highway 282 in Jordan -

e Highway 10 in Sherburne County - $6 Million $4.9 Million

e Veterans Bridge in St. Cloud - $750,000 e Trunk Highway 5 in Chanhassen - $20 Million

e University Drive in St. Cloud - $8.5 Million e St. Louis CSAH 100 in Aurora - $3 Million

e Progress Parkway in Eveleth - $6 Million

Article 2, Section 2, Subdivision 1
Corridors of Commerce: $153 million of Trunk Highway Bonds was appropriated for a three-year period. The
distribution formula was revised to promote better regional balance. Much bi-partisan work was done on a
new formula. Our specific recommendations were not chosen, the Senate author publicly committed to
revisiting the framework if Metro, suburban county, Greater MN regions is not the result of the changes.

Article 3, Section 5, Subdivision 1
Tab Fees: Increases the rate to 1.54% of the manufacturer’s suggested retail price (from 1.25%) for vehicles
registered prior to November 16, 2020, and 1.575% of MSRP (up from 1.285%) for vehicles registered on or
after that date. The bill also changes the depreciation schedule to apply the tax rate to a somewhat larger
portion of original MSRP over the life of the vehicle. The new tax rates will apply to taxes payable for
registrations starting on January 1, 2024. Projected to raise $241 million in FY24-25.

Article 3, Sections 22 - 23
Fuels Tax Indexing: Indexes the motor fuel excise tax to the Minnesota Highway Construction Cost Index (CCl)
capped at 3% per year. Based on recent and projected construction cost indexes, the tax is anticipated to grow
3% each year for the current budget window and will achieve the equivalent of about a five-cent annual gas
tax increase by FY27. The changes will be effective July 1, 2023, and apply to taxes imposed after January 1,
2024. The tax index is projected to raise $155 million in FY24-25.
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Article 3, Section 30, Subdivision 1
Motor Vehicle Sales Tax: Raises the rate for the motor vehicle sales tax from 6.5% to 6.875%, projected to
raise $40 million, effective July 1, 2023, are distributed as follows:
e 60% Roads (Highway User Tax Distribution Fund) and 40% Transit
e However, the 40% allocation to transit is modified from current law (36% to metro transit and 4% Greater
MN transit) to instead allocate
o 34.3% to Metropolitan Area Transit, and
o 5.7% to Greater MN Transit

Article 3, Section 9, Subdivision 1
Delivery Fee: Imposes a $0.50 retail delivery fee on orders involving a retail delivery of over $100. The new tax
is imposed beginning July 1, 2024, and is projected to raise S60 million. Revenues will be deposited into the
Transportation Advancement Account (created in Article 3, section 17). Funds deposited into the TAA will be
distributed as follows:
e 36% to Metro Counties
e 10% to CSAH Fund
e 15% to Large Cities Assistance Account
e 27% to Small Cities Assistance Account
e 11% to Town Road Account
e 1% is appropriated for a Food Delivery Support Account

Retailers with annual retail sales of $1 million or less, or a marketplace provider when facilitating the sales of a
retailer totaling less than $100,000 annually, are not required to collect the delivery fee.

Article 3, Section 27

Auto Parts Sales Tax Dedication: Phases in 100% dedication of revenues from the sales tax on auto parts to
transportation purposes by FY2033. Going forward, 43.5% of auto parts sales revenues will be deposited into
the Highway User Tax Distribution Fund, down from 45.5% under current law, and the remainder of the
dedicated revenue stream will be deposited into the Transportation Advancement Account. Once fully
phased-in, the auto parts sales tax dedication is projected to raise an additional $150 million annually for
roads and bridges statewide. The phase in schedule is as follows:
(1) 43.5% to the Highway User Tax Distribution Fund (HUTD)
(2) a percentage to the Transportation Advancement Account (see Delivery Fee section above) as follows:

o InFY24,3.5% o InFY29,21.5%

o InFY25,4.5% o InFY30, 28.5%

o InFY26,5.5% o InFY3l, 36,5%

o InFY27,7.5% o InFY32,44.5%

o InFY28, 14.5% o 56.5% in FY33 and thereafter
(3) the remainder each fiscal year to the general fund.
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Article 3, Section 17
Transportation Advancement Account — Metropolitan County Requirements
Chapter 68 directs that the 36 percent of Transportation Advancement Account (TAA) funds that are
distributed to metropolitan counties be allocated as follows:
e 50 percent of the funds proportionally based on each metropolitan county's share of metropolitan area
population, and
e 50 percent of the funds proportionally based on each metropolitan county's share of metropolitan area
money needs, as determined under section 162.07, subdivision 2.

The funds must then be used as follows:
e 41.5 percent for active transportation and transportation corridor safety studies
e 41.5 percent for
o repair, preservation, and rehabilitation of transportation systems; and
o roadway replacement to reconstruct, reclaim, or modernize a corridor without adding traffic capacity,
except for auxiliary lanes with a length of less than 2,500 feet; and
e 17 percent must supplement and not supplant existing sources of revenue for any of the following:
o transit purposes, including but not limited to operations, maintenance, capital maintenance, demand
response service, and assistance to replacement service providers under section 473.388;
o complete streets projects, as provided under section 174.75; and
o projects, programs, or operations activities that meet the requirements of a mitigation action under
section 161.178, subdivision 4.

Metro Area Sales Tax (Art. 3, section 29, 33 - 35)
The 0.75% sales tax increase included in the transportation omnibus bill would raise an estimated $560 million
annually, with more than $464.8 million per year for public transit spending. Another 17% of the tax revenue,
as much as $95.2 million annually, would go to the seven metro counties to fund county road maintenance, as
well as bicycle and pedestrian improvements. The new tax will be imposed beginning October 1, 2023.

e 83% to Metro Transit

e 17% is distributed directly to the seven metropolitan counties, with 50% allocated based on each county’s
share of CSAH need and 50% allocated based on share of population.

In addition, as part of the agreement to impose a metropolitan sales tax for transit, Chapter 68 (Article 3) also
laid out certain expectations for how revenues to Metropolitan Council must be used, including:

e Section 33 specifies that Met Council must pay all remaining operating and capital maintenance costs for
commuter rail, light rail, and busways from the new sales tax revenues, after costs covered by federal
revenue, fares, and other dedicated funding. As drafted, the portion of NorthStar line outside the seven-
county area (Sherburne) was excluded, although MICA intended and advocated for it to be included.
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e Section 34 specifies that of the 83% of sales tax revenues distributed to Metropolitan Council,
o 5% is for active transportation; and
o 95% is broadly for transit system purposes, including but not limited to operation, maintenance, and
capital projects, followed by a list of 13 categories for which the Council must spend ‘a portion’ of the
funds.
o The Council is prohibited from expending sales tax revenue on Southwest LRT (Green Line extension).
e Section 35 both defines the ‘guideway’ and ‘busway’ terms used to determine Met Council assumption of
operating and capital maintenance costs, and provides transition language directing political subdivisions
pay to the Metropolitan Council by September 30, 2023, for all outstanding obligations and 50% of
operating costs through that date, and then terminating applicable master operating agreements as of
that date.

Met Council is also newly authorized to issue revenue bonds promising a portion of the new sales tax revenues
for repayment. This new authority is anticipated to further enhance the potential for significant bond
revenues to support build-out of regional transit systems.

Deputy Registrar Fees & Operations
For counties that operate licensing centers, a key 2023 priority was to set deputy registrar fees and/or fee
revenue sharing at levels that more fully offsets the actual costs of processing complex transactions, such as
REAL ID applications.

Local property taxes have increasingly been used to subsidize licensing center operations as processing costs
exceeded fee revenue, revenue for simple renewals shifted to online transactions. As summarized in the table
below, Chapter 68 includes both one-time appropriations, policy changes, and fee revenues that are intended
to help support sustainable funding for Deputy Registrar and public licensing centers.

In addition, Article 6 of Chapter 68 implements certain recommendations of the Independent Expert Review
(IER) completed for 2022 legislature, but not acted on during that session, including defining ‘full-service
provider(s)” for Deputy Registrar operations and clarifying what fee revenues those providers are then able to
retain locally.

Fee\Funding Change Increase Chapter Reference
Deputy Registrar Equipment Appropriates $750,000 in FY24 and Article 1, section 4,
$120,00 thereafter to support the subd. 4 paragraph (a).

purchase and maintenance of certain
equipment for full-service providers.
One-time Payments to Deputy Appropriates $6 million in FY24 only, make | Article 1, section 4,
Registrar’s payments to each deputy registrar based subd. 4 paragraph (b).
proportionally on the total number of
transactions, excluding corrections and
transactions at a self-service kiosk,
completed by each deputy registrar during
the previous fiscal year. The payments
must be made on or before July 15, 2023.

5|Page

Benton-Blue Earth-Carver-Chisago-Crow Wing-Dakota-Olmsted-Otter Tail-Rice-St. Louis-Scott-Sherburne-Stearns-Washington-Winona

45 of 85



M I kA 2023 End of Session Report
Transportation

Vehicle Registration Renewal Fee Increased from $7 to S8, effective October | Article 3, section 6
1, 2023

All Other Vehicle transactions Increased from $11 to $12, effective Article 3, section 6
January 1, 2024

New Surcharge—all transactions S1 surcharge, effective October 1, 2023 Article 3, section 6,

paragraph (f).

Real ID and Enhanced ID Fees for Each fee increased $6.75, effective July 1, | Article 3, section 14

Class A,B,Cand D 2023

New application fee for non- Fee of $16 for initial applications, and $11 | Article 3, section 16

compliant, REAL ID, or Enhanced for renewals, effective October 1, 2023

driver’s license or identification card,

or renewal

The Department must maintain the Article 3, section 16

photo identification and vision

examination equipment for all agents.

Article 4—Various Transportation Policy Changes
Chapter 68, Article 4 contains numerous transportation policy provisions of relevance to counties. Those most
closely linked to MICA legislative priorities include:

e Traffic Safety Advisory Council (Section 2) established to advise the Governor, policymakers, and state
agencies on state and local traffic safety.

e Corridors of Commerce (Sections 22-25) make a variety of changes in the process of applying for,
evaluating, and awarding Corridors of Commerce funding to help ensure better regional balance over time.

e Greenhouse Gas Emissions Assessments Required (Section 28) and Working Group (Section 125)
establishes new requirements for certain ‘capacity expansion’ road projects to assess the impact of the
project on GHG emissions, and undertake impact mitigation, before the project proceeds. The enacted
language reflected some adjustments sought by counties during the legislative process, including
somewhat expanded mitigation tools and improved clarity on what projects will be subject to the
assessment and mitigation and how safety projects will be considered. The Working Group established in
Section 125 is anticipated to help flesh out implementation during the coming months. The new
requirement is effective February 1, 2025, and does not apply to a capacity expansion project that was
either included in the state transportation improvement program or has been submitted for approval of
the geometric layout before February 1, 2025.

e Safe Road Zones (Section 43) establishes a process for local requests, including from political subdivisions,
for the Commissioner of Transportation to establish a safe road zone.

e Truck Weights (Section 52) modifies truck weight allowances for lumber and wood product hauling to
allow an annual permit to be granted to a vehicle or combination of vehicles with six or more axles
allowing a weight of 90,000 pounds or 99,000 pounds in a designated season. Exclusions exist on specified
segments of Interstate 35, posted roads and bridges, and for weights to not exceed 20,000 pounds per
axle. The rule becomes law on August 1, 2023.
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EV Infrastructure Program (Section 69) establishes a statewide electric vehicle infrastructure program for
the purpose of implementing the National Electric Vehicle Infrastructure Formula Program to maximize the
use of federal funds available to the state, which could include funds for projects pursued by local
governments.

e Federal Funds Technical Assistance (section 110) establishes a process for providing grants to requesting
local units of government to assist them in pursuing competitive federal grant funds.

e IJA Matching Funds (section 111) provides a process for commissioner of transportation to allocate
discretionary IIJA matching funds appropriated in the bill, including to local governments.

e Micro Transit (Section 118) directs specific amounts totaling $9 million from metro sales tax revenues be
granted to the four replacement service providers in 2024 for micro transit.

e Metropolitan Governance Task Force (Section 123) is established to study and make
recommendations to the legislature on reform and governance of the Metropolitan Council. The Task
Force will include eight legislators and nine members of the public, including one appointed by
Counties.

In addition to the provisions cited above, Article 4 also contains numerous provisions directing how the
Metropolitan Council should perform its work, improve transit safety, address transit vehicle cleanliness, take
climate impacts into account when evaluating plans and operations, and more.

Chapters 71 and 72 — HF670 and HF669

The Bonding Bills
The bills, HF 669 and HF 670, authored in the House by Rep. Fue Lee, DFL-Minneapolis, and in the Senate
by Sen. Sandra Pappas, DFL-St. Paul), have three primary finance components:
e $1.5 billion in borrowing, which includes:
o Minnesota Department of Transportation (MNDOT)

LRIP — Undesignated: $78.954 Million
Named Road Projects: $146.42 Million
Total: $225 Million
Local Bridge Undesignated: $67 Million
Named Bridge Projects: $41.9 Million
Total: $108 Million

e S1.1 billionin “cash”.
e 5300 million in general fund spending for nursing homes.

Other
Board of Water and Soil Resources (BWSR)
e Local Road Wetland Replacement Program: $12 million

Minnesota Department of Transportation (MNDOT)
e Local Road Improvement Plan (LRIP)- e Local Road Improvement Plan (LRIP)-
undesignated: $78.954 million Townships: $6 million
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Named Projects: $146.42 million e Safe routes to school: $2.4 million
e Local Bridge — undesignated: $67 million e Active transportation: $1.2 million
e Named Bridge Projects: $41.9 million e Minnesota rail service improvement: $9.6
e Air and other: $24.47 million million
e Highway Railroad Grade Crossings: $3.6 million e Greater Minnesota Transit Capital: $3 million

Port Development Assistance: $18.097 million

Metropolitan Council
e Bus Rapid Transit: $72 million

Apple Valley Transit Station: $7 million

Chapter 6 — HF26

Federal Infrastructure Investment and Jobs Act (IlJA) — Transportation Appropriations
HF26 appropriated $315.5 Million in FY23 for “purposes of formula and discretionary grant programs” enacted
as part of the federal Infrastructure Investment and Jobs Act (IIJA). The funds can be broadly used for the
actual construction, reconstruction, and improvement of trunk highways, including design-build contracts,
internal department costs associated with delivering the construction program, consultant usage to support
these activities, and the cost of actual payments to landowners for lands acquired for highway rights-of-way,
payment to lessees, interest subsidies, and relocation expenses. Passage of this funding, onetime available
until June 30, 2025, was accelerated early in 2023 because failure to approve the spending authority in 2022
was hampering Minnesota’s ability to optimize available federal IIJA funding. The legislation passed
unanimously in both bodies.

Chapter 13 — HF4

Non-compliant Driver’s License/ Identification Card Modifications
HF4 allows for non-citizens to acquire a driver’s license or Minnesota State identification card. The new law
takes effect October 1, 2023, reversing a 2003 change by then-Gov. Tim Pawlenty barring people without legal
status from getting licenses.

Applicants must still pass written and road tests and attest to their address in Minnesota. They won’t be asked
for proof of U.S. citizenship or permanent residency status but must provide identifying documents such as an
unexpired foreign passport, a consular identification document with a photograph, or a certified birth
certificate issued by a foreign jurisdiction.

What Did Not Pass?

The Governor’s recommendation of $18 million in bonds and S7 million in cash for the Local Road Wetland
Replacement Program (LRWRP) was not achieved. Rather, the capital investment bill (Chapter 68)
appropriated only $12 million in bonds, with no ongoing base funding for this program.
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INTRODUCTION

2023 was a productive year full of historic investments in public safety and corrections. Public safety is often
one of the last bills to be agreed upon during the legislative session, but this year it was one of the first budget
bills passed. The committees in both bodies spoke a lot about community engagement and its importance for
public safety, which can be seen in the large investment into community-based and local programs. Many of the
grant programs are available to local governments and have broad uses to allow for counties to continue current
programs and provide innovative new approaches at the local level.

What Did Pass?

Chapter 12 — SF26/HF28

Restoration of Voting Rights for Un-Incarcerated Individuals with Felony Conviction
Chapter 12 makes changes to voting rights for individuals that have been convicted of a felony. Until the
enactment of the new law, individuals with a felony conviction were unable to vote while under sentence for
the felony, which includes terms of both probation and prison. The new law allows individuals with felony
convictions to vote if they are not incarcerated in a local jail or state prison. It also requires the Secretary of
State to create informational materials and for the commissioner of corrections, jail administrators, and
probation or supervised release agents to provide notice of an individual’s restoration of voting rights.

Chapter 14 — SF255/HF121

Competency Attainment Changes
In 2018 that the Department of Human Services announced it would no longer provide inpatient competency
restoration services. That left a gap in services for those that are unable to regain competence but do not
meet the criteria for civil commitment. In 2019, a Competency Restoration Taskforce was established and
worked to define service gaps and what an effective competency restoration program should include but no
state law or policy changes had yet been enacted. During the 2022 session, a state-funded State Competency
Restoration Board was created to create a curriculum for competency restoration and manage a staff of
forensic navigators.

Chapter 14, passed this year, changes the name of the board and all references to competency restoration to
“competency attainment.” It also updates effective dates of the previous bill to give the Board access to the
funding appropriated last year. The Competency Attainment Board has not yet been established; therefore
the change was necessary to ensure the funding from the last biennium could still be used.

Chapter 26 — SF2307/HF1278

Disaster Assistance Contingency Account
The legislature transferred $S40 million to the Disaster Assistance Contingency Account to assist in the local
cost share federal financial assistance under FEMA's Public Assistance Program.
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Chapter 52 — SF2909/HF2890

Public Safety and Judiciary Omnibus Bill

Public Safety Appropriations
The public safety omnibus bill includes $880 million of increased spending along with many policy changes
that have the potential to significantly change the way public safety operations are carried out in Minnesota.

Many of the appropriations will benefit counties including:

e Community Supervision Funding - $43 million per year, ongoing

e Interstate Compact for Adult Supervision Transfer Reimbursement - $250,000 per year, one-time
e Public Safety Radio Communication System (ARMER) Equipment Grants - $2 million per year, one-time
e Community Crime Intervention and Prevention Grants - $70 million, one-time

e Federal Victims of Crime Funding Gap - $11 million each year, one-time

e Crossover and Dual Status Youth Model Grants - $1 million each year, one-time

e Youth Intervention Programs - $3.5 million each year, ongoing

e Public Safety Answering Points - $28 million per year, ongoing

e NextGen911 Transition Grants - S7 million, one time

e Statewide Emergency Communications Board - $1 million each year, ongoing

Community Supervision Reforms
Article 17 includes a big county priority that has been years in the making. It aims to streamline and enhance
community supervision by implementing reforms that promote effective interventions, equitable funding for
state and local governments, and increased transparency through data collection.

Under the new funding formula, each county will receive a base amount of $150,000, with an additional per
diem rate of $5.62 per felony/supervised release client, and 50% of misdemeanor, gross misdemeanor, and
juvenile clients from the previous years’ probation survey. The total allocation will be prorated if the legislative
funds fall short of the required formula. However, no county will receive less than the appropriation received
in fiscal year 2023. Additionally, Tribal Nations will receive $250,000, unless they choose to participate in the
Community Corrections Act. This is a big change for the community supervision system and will be a more
transparent and predictable funding method for counties.

The bill comes with the biggest increase in history for community supervision. The legislature appropriated an
additional $43 million in ongoing annual funding. It falls short of the $56.67 million that was needed to fully
fund the formula, but legislators expressed a desire to come back next year to get the additional funding.

All counties and the Department of Corrections will be required to submit comprehensive plans every four
years with an updated plan every two. Previously, only counties were required to develop comprehensive
plans for probation services. However, the reform now mandates the Department of Corrections to also
create and submit a comprehensive plan to the county boards that it serves. This expansion ensures that both
counties and the Department of Corrections collaborate to ensure that public safety is being addressed in
every county.
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Including the Department of Corrections in the comprehensive planning process promotes collaboration
between local probation agencies and the Department of Corrections, ultimately improving the quality and
effectiveness of probation services.

The bill also creates a new statewide advisory committee composed of various stakeholders, including
probation directors, county commissioners, behavioral health providers, representatives from relevant
committees and divisions, and individuals who have been supervised under different delivery systems. The
committee's primary role is to provide written advice and policy recommendations to the commissioner on a
range of topics, such as supervision standards, risk assessment, case-planning, services, training, and
evaluation. Its purpose is to ensure collaboration, expertise, and oversight in shaping community supervision
practices in line with best practices and promoting successful outcomes for individuals under supervision.

Despite efforts by MICA and other county partners, the bill includes the sunset of supervision fees without
funding to replace that revenue stream. The collection of supervision fees will no longer be allowed starting in
August of 2027. This gives counties four years to transition those fees out, but also four years to get the
funding formula fully funded or the fee revenue replaced.

Sexual Assault Examination Costs
Article 5, section 46, changes the responsibility of payment for sexual assault examinations from the county to
the state and appropriates funds to the state for that purpose.

Community Crime and Violence Prevention Grants
The legislation establishes a grant program administered by the commissioner of public safety to fund
community-based programs aimed crime and violence prevention. The programs should provide direct
services, be culturally competent, and demonstrate measurable outcomes.

The grant program supports community-based programs that make neighborhoods safer and prevent crime.
Eligible programs include those for children and youth at risk of getting involved in crime, after-school and
summer activities for at-risk children, programs that discourage drug and gang involvement, neighborhood
crime prevention initiatives, programs that enhance education and prevent school dropout, interventions for
repeat juvenile offenders, collaborative programs for at-risk youth, successful programs for high-risk students,
services for homeless youth, truancy reduction programs, innovative community-led crime prevention
programs, programs addressing sex trafficking risks and teenage prostitution, mentoring for at-risk youth,
community violence prevention programs, mediation programs to resolve conflicts peacefully, and programs
supporting individuals and families affected by gun violence.

Applicants must specify program details, outcomes, community involvement, and geographic areas served.
Priority is given to collaborative programs that have local government and law enforcement support,
community involvement, are aimed at disparity reduction, and that serve communities disproportionately
impacted by violent crime.
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Regional and County Jails Study and Report
Article 11, section 33, requires the commissioner of corrections to conduct a study and provide
recommendations regarding the consolidation or merger of county jails and alternatives to incarceration for
individuals with mental health disorders. The commissioner is required to actively involve and gather feedback
from citizens residing in communities affected by potential changes in jail consolidation or merger.
Additionally, the commissioner must consult with various stakeholders, including county sheriffs, county and
city attorneys, chief law enforcement officers, administrators of county jail facilities, and district court
administrators. All parties contacted by the commissioner must promptly provide the requested information.

In 2021, a similar provision was proposed but it was tied to funding requests in the capital improvements bill.
Modified language is included in the same part of this year’s bill and requires the commissioner to evaluate
the need for any construction or expansion projects for jail facilities that require state funding. The evaluation
will be informed by the report mentioned above.

County Discharge Plans for Individuals with Serious and Persistent Mental lliness
The provision requires counties or local government to complete a discharge plan for offenders with serious
and persistent mental illness who are being released from county jails or regional jails. The commissioner of
corrections is mandated to develop and distribute a model discharge planning process for these individuals. At
least 60 days before an offender's release, the county human services department must be involved, and they
are allowed to execute the provisions outlined in the model discharge planning process. This includes
completing a discharge plan at least 14 days prior to release, which may involve assisting with medical
assistance applications, making case management referrals, facilitating the acquisition of identification,
scheduling appointments with mental health providers, and providing prescriptions for necessary medications.

The bill allows counties to establish reentry coordination programs to support prisoners in reintegrating into
the community. These programs can encompass various services, such as meeting immediate basic needs
after release, assisting with medical assistance applications, and obtaining identification, providing medication
prescriptions, coordinating services with county services agencies, and collaborating with community mental
health or substance use disorder providers.

Office of Restorative Practices and Restorative Practices Initiatives Grants
The bill establishes the Office of Restorative Practices, defining "restorative practices" as programs or policies
incorporating core principles like voluntariness, agreement by those affected by harm, reintegration into the
community, and honesty. These practices, including victim-offender conferences and community conferences,
can be used at any stage, from prevention to court involvement. The legislation emphasizes meaningful
outcomes like community connection, relationship restoration, empathy, and addressing underlying issues,
while engaging affected individuals and diverse community members in collaborative decision-making. It
encourages tailored solutions, informed by child development science, to address harm, promote healing, and
foster a sense of belonging.

4|Page

Benton-Blue Earth-Carver-Chisago-Crow Wing-Dakota-Olmsted-Otter Tail-Rice-St. Louis-Scott-Sherburne-Stearns-Washington-Winona

52 of 85



M I IA 2023 End of Session Report
Corrections and Public Saftey

The office was appropriated $4 million each year of this biennium and $2.5 million ongoing for grants to
support restorative practices initiatives, offering approved applicants grants of up to $500,000 annually. The
Office of Restorative Practices establishes a minimum number of applications required each year, reopening
the process if the minimum isn't met. Eligible recipients include nonprofit agencies, local governments,
educational agencies, and Tribal governments, with a restorative practices advisory committee potentially
supporting multiple entities based on community needs. The application must include a list of committee
members, letters of support, a description of the planning process, and a project document outlining goals,
activities, partners, community engagement, and evaluation plans. Grant amounts are determined based on
the expected number of individuals served by the local restorative practices’ initiative.

Juvenile Detention Alternatives Initiative
The Juvenile Detention Alternatives Initiative (JDAI) was transferred from the Association of Minnesota
Counties to the Department of Corrections in 2019. There were discussions about the program going to the
Department of Public Safety the last two years, but nothing came of those discussions. However, this year, the
program is moving to Metropolitan State University with a transfer of $500,000 per year to support the
program. $220,000 of that money is to support JDAI programs run by local governments, federally recognized
tribes, and agencies.

Probation Sentence Maximums
The Minnesota Sentencing Guidelines Commissioner proposed a 5-year cap on probation sentences in 2020.
That cap went into effect when the legislature did not vote to reject the proposal. That cap did not include any
retroactivity, which is a priority for some legislators. This year, the cap was enacted into statute with
retroactivity that allows some people to get their probation sentenced reduced to 5 years if they would
otherwise be eligible if sentenced after the date of enactment.

Minnesota Rehabilitation and Reinvestment Act
The Minnesota Rehabilitation and Reinvestment Act (MRRA) was a key priority for the Department of
Corrections this year and made significant changes to release authority of the commissioner and programming
in prisons. It consists of four key components: (1) a comprehensive assessment and personalized rehabilitation
plan; (2) early release for individuals that actively participate in activities such as substance use disorder
treatment, mental health counseling, vocational skill training, and education that is specified in the
personalized plan; (3) the potential for a shorter period of community supervision by meeting goals outlined in
a release plan; and (4) reinvestment of any savings resulting from a reduction in imprisonment into victim
support services, supervision services, crime prevention and intervention initiatives, correctional programs,
and the state general fund.

During testimony, the commissioner of corrections was unable to provide any anticipated costs related to

running the new program and could not estimate the potential savings without further development of the
program details. The program will not go into effect until at least 2025.
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Civilian Oversight Councils
Article 10, section 25, allows local governments to establish civilian oversight councils to review law
enforcement agencies. The councils have the authority to investigate complaints, make recommendations for
discipline, and propose policy changes. However, the recommendations are advisory in nature, and the chief
law enforcement officer retains the discretion to oppose and not implement them. The civilian oversight
council can also conduct its investigations, including the power to subpoena witnesses and documents, and
submit findings of misconduct to the chief law enforcement officer and the Peace Officer Standards and
Training Board. Data collected by the council in relation to peace officer investigations are treated as
personnel data and are subject to relevant data privacy regulations.

Private Prison Prohibition
The bill contains two provisions that prohibit state and local governments from housing inmates in private
correctional facilities. It specifically excludes privately-owned residential facilities, such as halfway houses,
group homes, work release centers, or treatment facilities that provide for the care, custody and rehabilitation
of inmates released under specific provisions such as work release.

Juvenile Detention Facility Rule Changes
Article 11, section 7, of the bill places strict restrictions on strip searches in juvenile detention facilities. They
can only be conducted if there is an immediate contraband concern, alternative methods have failed, and the
chief administrator approves. Strip searches must be done by a trained professional, documented, and
reported to the commissioner.

It also prohibits physical or social isolation as a disciplinary measure in juvenile detention facilities, except
when necessary for safety and in accordance with commissioner-approved rules. The commissioner has
authority to address violations, and an annual report must be submitted, including data on strip searches,
isolation, injuries, and demographics of affected juveniles.

Juvenile Risk Assessment Instruments
Article 11, section 25, requires the use of a risk-assessment instrument for children in custody. If a child is not
released by the officer or probation agent who took them into custody, the supervisor at the detention facility
must use a fair and inclusive tool to decide whether the child should be released or kept in detention. The tool
considers factors like whether the child may harm others or fail to appear in court. The assessment must
determine the best placement for the child, either continuing detention or a noncustodial community-based
supervision, to minimize risks while ensuring fairness.

County Discharge Plans for Mentally Ill and Dangerous
The provision requires counties or local government to complete a discharge plan for offenders with serious
and persistent mental illness who are being released from county jails or regional jails. The commissioner of
corrections is mandated to develop and distribute a model discharge planning process for these individuals. At
least 60 days before an offender's release, the county human services department must be involved, and they
are allowed to execute the provisions outlined in the model discharge planning process.
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This includes completing a discharge plan at least 14 days prior to release, which may involve assisting with
medical assistance applications, making case management referrals, facilitating the acquisition of
identification, scheduling appointments with mental health providers, and providing prescriptions for
necessary medications.

The bill allows counties to establish reentry coordination programs to support prisoners in reintegrating into
the community. These programs can encompass various services, such as meeting immediate basic needs
after release, assisting with medical assistance applications and obtaining identification, providing medication
prescriptions, coordinating services with county services agencies, and collaborating with community mental
health or substance use disorder providers.

No Knock Search Warrant Changes
Article 9, section 5, implements restrictions on the use of no-knock search warrants. Under the new law,
officers can only obtain a no-knock warrant if there is an immediate threat of death or serious bodily harm to
the officers executing the warrant or others present in the premises. Additionally, the law now mandates that
officers must demonstrate that they cannot conduct a search of the premises when it is unoccupied, and
provide a judge with a comprehensive list of the known occupants of the property, including the number of
individuals who are under the age of 18.
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INTRODUCTION

The 2023 legislature adopted significant employment and labor law changes that will impact the work of
county governments. The new laws included DFL priorities such as:

e Paid Family and Medical Leave (Chapter 59),

Earned Sick and Safe (ESS) Time (Chapter 53 — Omnibus Jobs & Labor),

Public Employee Labor Relations Act reforms (Chapter 53 — Omnibus Jobs & Labor), and
Cannabis legalization (Chapter 63).

Multiple policy changes advocated by MICA were also enacted, including a full repeal of the local government
compensation limit and a more flexible open meeting law (OML), and PERA Duty Disability Pension Law
reforms (Chapter 48) sought by a broad coalition of local governments, police and fire labor organizations,
police and fire management, and pension professionals. Additionally, a host of election and voting law
changes were adopted, including provisions contained in three separate bills.

To provide some organization to the summary of legislative changes, the provisions are separated into four
broad categories:

General Government

Employment Law and Labor Relations
Voting and Elections

Housing

General Government

Chapter 43 — SF1955
5125 Million for State Broadband Grants
SF1955, enacted as Chapter 43, appropriates $75 million in FY2024 and $50 million in FY2025 for border-to-
border broadband grants under Minnesota Statutes, section 96.23 116J.396. Of the amounts appropriated,
$20 million each year is for lower population density program grants under Minnesota Statutes, section
116J.3952, which are allowed to cover up to 75% of total project costs. In addition, Chapter 43 increased the
maximum grant for all broadband grants from $5 to $10 million.
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Chapter 62 — HF1830

Open Meeting Law Medical Exception, Repeal of Local Compensation Limit
Chapter 62, authored in the House by Representative Ginny Klevorn (DFL-Hennepin) and in the Senate by
Senator Erin Murphy (DFL-St. Paul), combined omnibus state government funding provisions, with state and
local policy and election law changes. The final legislation passed the House on May 19 by a vote of 69-62,
and later passed the Senate by a vote of 34-31. Governor Walz signed the bill on May 23.

The legislation includes several provisions impacting counties, including:

e Article 3, section 17 and section 22, clause (b), repeals the local government compensation limit in Minn.
Stats. 43A.17, subd. 9. The repeal was effective day following final enactment.

e Article 3, section 1, amends the state open meeting law to allow public officials to participate in a public
meeting from a non-public location up to three times per year when so advised by a medical professional.
There was no change to existing law authority to participate from publicly accessible and noticed location.

e Article 3, sections 2 — 5, allows local governments that have a bond rating of AA or higher to access certain
equity investment tools following established transparency and investment guardrails provided for in law.

e Article 2, Sec. 116, amends the effective date of for Laws 2023, chapter 5, section 1, making Juneteenth an
official state holiday beginning June 2023.

Additionally, the bill appropriates $5.725 million for cyber-security grants to local governments and $9.7
million for the public land survey system.

Chapter 10 — HF35
Restoring Estimated Spending Inflation to State Budget Forecast

HF35 (Chapter 10), chief authored by Representative Zach Stephenson and Senator John Marty, was enacted
early in the 2023 session to direct Minnesota Management and Budget (MMB) to consider the impacts of
inflation when estimating state spending for future years. The final legislation passed the Senate 35-30 with
the support of one Republican and passed the House on a party-line vote of 70 — 60. The Governor
immediately signed the bill, and expenditure inflation was included in the February 2023 forecast.

The legislation restored statutory language that was in place prior to 2002. Whether to fund inflation when
setting biennial appropriations remains a decision for policymakers. In 2002, the law was changed to prohibit
MMB from including spending inflation in the budget forecast, even though projected revenues continued to
reflect inflation. Moving forward, although the legislature is not required to fund inflation, this change will
support maintaining the value of local government aid and state funding for state mandates over time.
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Chapter 26 — HF1278

Disaster Assistance Funding
HF1278 transferred $40 million to the Disaster Assistance Contingency Account which is used to meet the
state and local match requirements of federal disaster assistance programs when needed for quick response
to natural or other disasters in Minnesota. Prior to Chapter 26, the account had declined to a reserve of only
about $700,000. Typical appropriations are up to $20 million, and the $40 million is anticipated to fund match
requirements that might arise over several years. The bill passed unanimously in both bodies.

Chapter 38 — HF1937
Omnibus Veterans and Military Affairs Bill
HF1937, the Omnibus Veterans and Military Affairs Bill increases state appropriations for Veterans programs
by $90 million in FY2024-24, largely for agency and veteran home operations, state veteran cemeteries,
veteran homelessness and health programs, service bonuses, and other programs (spreadsheet). The
legislation also continues funding for County Veteran Service Officers (CVO’s).

Chapter 42 — HF2204

Metropolitan Council Districts Redistricting
State law requires the legislature to redraw the sixteen Metropolitan Council district boundaries every ten
years, effective in the year ending in “3” following each decennial federal census. Chapter 42 accomplishes
that required redistricting and establishing the geographic balance that will be used for Metropolitan Council
funding, policy development, and regional planning, including the implementation of significant additional
revenues from the % cent sales tax to be applied in the metropolitan area beginning October 1, 2023. The
adopted district map (MC2023-2) includes: 5 districts fully plus two districts largely located in Hennepin
County; 1 district fully and four districts partially located in Ramsey County; and six districts exclusively or
largely located in metropolitan collar counties. All members are appointed by the Governor.

Chapter 53 — SF3035

Omnibus Jobs, Economic Development, Labor, and Industry
In addition to the Earned Sick and Safe Time and Public Employee Labor Relations Act (PELRA) changes
summarized in the Employment Law Section below, Chapter 53 also contains multiple economic development,
climate, and federal match grant opportunities available to counties and/or local partners.

Chapter 53 — Other Provisions Impacting Counties
e Chapter 15 creates two new state offices with responsibilities that will intersect with the work of county
governments, including the Office of Child and Community Partnerships (Art. 15, section 1) and the Office
of New Americans (Art. 15, section 2).
e Article 20, section 2, para. (n) appropriates $6.5 million each year for grants to communities to increase
child care providers, as well as other funding provisions aimed at improving access to affordable child care
statewide. 50 percent of grant funds must be for grants outside of the seven-county metropolitan area.
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” (.

Article 21, section 1 creates “Minnesota Forward [Fund]” “to increase the state's competitiveness by
providing the state the authority and flexibility to facilitate private investment. The fund serves as a closing
fund to allow the authority and flexibility to negotiate incentives to better compete with other states for
business retention, expansion, and attraction of projects in existing and new industries, develop properties
for business use, and leverage to meet matching requirements of federal funding for resiliency in
economic security and economic enhancement opportunities that provide the public high-quality
employment opportunities.” The legislation is a one-time appropriation of $400 million to the Fund.

e Article 21, section 2, creates the “Minnesota Climate Innovation Finance Authority” as a public body
corporate and politic “to accelerate the deployment of clean energy projects, greenhouse gas emissions
reduction projects, and other qualified projects through the strategic deployment of public funds in the
form of grants, loans, credit enhancements, and other financing mechanisms in order to leverage existing
public and private sources of capital to reduce the upfront and total cost of qualified projects and to
overcome financial barriers to project adoption, especially in low-income communities.” The law makes
$25 million one-time available to Authority.

e S$75 million one-time is appropriated for the “State Competitiveness Fund” with monies in the account
available to pay state match required as a condition of a federal grant.

e S5 million each year is appropriated for energy transition grants, a program created in 2019 to assist
“eligible communities” to address the economic dislocation associated with the closing of a local electric
generating plant.

Employment Law and Labor Relations Changes

Chapter 5 —SF13

Juneteenth (June 19) — Official State Holiday, Begins June 2023
SF13 authored by Senator Bobby Joe Champion (Minneapolis) and Representative Ruth Richardson (Dakota),
now Chapter 5, specifies June 19" each year as the date for the “Juneteenth” holiday, and makes Juneteenth,
June 19, an official Minnesota state holiday. As an official state holiday, public employers are required to
observe that “no public business shall be transacted on any holiday, except in cases of necessity ...”. Further,
for years when Juneteenth, June 19 falls on a Saturday or Sunday, the holiday must be observed on either the
previous or following day. As enacted, Chapter 5 was to be effective August 1, 2023 (meaning Juneteenth
2024). However, Chapter 62 amended the Chapter 5 effective date such that June 19, 2023, was an official
state holiday. SF13 passed 57-8 in the Senate, and 126-1 in the House of Representatives.
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Chapter 45 — HF3100

Temporary COLA Increases, Strengthened Pension Stability
Chapter 45, authored by Pensions Commission Chair Representative Kaohly Her (St. Paul) and Senator Nick
Frentz (Blue Earth), became the 2023 Pensions Budget Omnibus Bill. Although public pensions are not typically
part of biennial budget deliberations, the historic budget surplus accommodated a separate $600 million
funding ‘target’ for pensions. MICA’s legislative platform urged state policymakers to maintain and strengthen
public pension funds, and Chapter 5 generally aligns with those goals. Key changes impacting Public Employee
Retirement Association (PERA) plans and retirees include (bill summary):

e Lowers the statutorily established “investment return assumption” from 7.5% to 7.0%. The lower rate
better aligns with return levels actuarial advisors believe to be realistic, even as it also results in a higher
estimated unfunded liability for PERA-General.

e Deletes a provision that would have otherwise delayed commencement of annual COLA increases for early
retirees until they reach normal retirement age beginning January 2024.

e Provides one-time, lump-sum (non-compounding) COLA’s to be paid no later than March 31, 2024. To be
eligible, a member must have received at least 12 months of pension payments as of June 30, 2023, and
for the PERA Police and Fire Plan, at least 12 months of a COLA. The COLA payment is equal to the
difference between the rate in effect in current law on January 1, 2024, and (1) 2.5% for coordinated
members or (2) 4% for basic members. All members of PERA Police and Fire Plan are basic members, and a
subset of the members of the PERA General Plan are basic members.

e Reduces from 5 to 3 the number of years required for vesting in PERA General Plan.

e Appropriates one-time amounts of $170 million for PERA-General, $19.4 million for PERA Police and Fire,
and $5.3 million for PERA-Correctional Plan. Those amounts help reduce the unfunded pension liabilities.

Chapter 47 — HF2950

Pension Policy Bill
Chapter 47, authored by Pensions Commission Chair Representative Kaohly Her (St. Paul) and Senator Nick
Frentz (Blue Earth), makes various public pension fund changes (bill summary) such as:

e Modifying definitions for “included employee” and “excluded employee,” to replace the 12-month and
school year thresholds of $5,100 and $3,800, respectively, with a monthly threshold of $425.

e Modifying definitions of “dependent child” used for PERA pension plans to replace them with the same
definition, which will define “dependent child” as a biological or adopted child until age 23.

e Modifying PERA-Correctional terms to clarify that both “local government correctional service employees”
and “medical center protection officers” are eligible.
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Chapter 48 — HF1234

PERA Duty Disability Modifications & Mental Health Treatment
Chapter 48, authored by Representative Kaohly Her (St. Paul) and Senator Nick Frentz (Blue Earth) reflects a
collaboration between employer and employee groups to address the significant increase in duty disability
claims for post-traumatic stress disorder (PTSD) by providing first responders appropriate mental health
services to return to full health and help keep them from retiring early due to post-traumatic stress. The final
legislation passed with bi-partisan support be a vote of 40-22 in the Senate and 78-54 in the House. With
most provisions effective July 1, 2023, the new law will:

e Require up to 24 consecutive weeks of mental health treatment before an employee with a psychological
condition, such as PTSD, can file for a related duty disability through PERA. An additional 8 weeks of
treatment may be provided if the treating health professionals’ report indicates the employee is making
progress and further improvement is expected with additional treatment. See sections 18-19.

e Require that employers provide training programs to prepare peace officers and firefighters for the
stressful and traumatic events which are common to their jobs and teach officers methods to process and
cope with stress and trauma (sections 2 and 30).

e Adjust the PERA vesting schedule so members would be fully vested after 10 years rather than the current
20 years (section 13).

e Clarify the reapplication process for PERA disability recipients to require reapplication each year for the
first five years and every three years thereafter (sections 14 — 18).

e Increase duty total and permanent disability benefits to 99% of the member’s average high-five salary.

e Modify the current offsets against disability benefits for reemployment earnings by (sections 22-29):

o Capturing a portion of re-earnings to make employee contributions to PERA for employees with less
than 20 years of service.

o Reducing the disability benefit by S1 for every $S2 that the disability benefit plus reemployment
earnings exceeds 100% of pay up to 125% of compensation for an active member in a comparable
position, and

o Reducing disability benefit by $1 for every $1 when the sum benefit plus reemployment earnings
exceeds 125% for an active member in a comparable position.

e Eliminate the workers’ compensation offsets against disability benefits.

Injured employees remain on payroll while they are receiving treatment for a mental injury. Public safety
agencies would be required to continue paying the employee’s full salary and employer-provided benefits
during the treatment period. The legislative intent and bill language provides for fully reimbursing employers
for the cost of treatment, the costs of salary and benefit continuation during treatment, and for the cost of a
continued health insurance benefit for disabled employees or dependents of those killed in the line of

duty if the employer has implemented mental injury prevention measures such as peer support.

Total costs are estimated to be about $28 million annually. To fund those costs, the legislature appropriated
$104 million one-time, sufficient to pay three and four years of estimated costs. In the absence of a
subsequent ongoing state appropriation, those costs will fall to local governments in future years.
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Chapter 51 — HF2988

WCAC Recommendations Adoption
Chapter 51, authored by Representative Dan Wolgamott (Stearns) in the House, and Senator Jen McEwen
(Duluth) in the Senate, adopts the recommendations of the Workers’ Compensation Advisory Council (WCAC).
The legislation makes various “system efficiencies” (Article 2) and housekeeping changes (Article 6) that may
affect self-insured county workers’ compensation programs. Key changes include:

e Article 3 —increases compensation amounts for partial permanent disabilities; and

e Article 5 —requires the commissioner of labor and industry to conduct a study to identify systemic or
regulatory changes for improving the experience and outcomes of employees with work-related post-
traumatic stress disorder. At a minimum, the study must: (1) identify evidence-based methods and best
practices for early detection and treatment of post-traumatic stress disorder; (2) review models, including
those used in other jurisdictions and systems, for delivering mental health wellness training or employee
assistance programs, treatment for post-traumatic stress disorder, and benefits related to post-traumatic
stress disorder; (3) identify any programs in other jurisdictions with effective prevention, timely and
effective medical intervention, or high return-to-work rates for employees with work-related post-
traumatic stress disorder; (4) review the definition of post-traumatic stress disorder provided in Minnesota
Statutes, section 176.011, subdivision 15, paragraph (d), and compare to definitions in other jurisdictions;
and (5) consider the list of occupations subject to the rebuttable presumption in Minnesota Statutes,
section 176.011, subdivision 15, paragraph (e).

Chapter 53 — SF3035

Omnibus Jobs, Economic Development, Labor, and Industry
As conference committees were established, the conferees for SF3035, the Omnibus Jobs, Economic
Development, Labor, and Industry Appropriations bill were designated to resolve both appropriations and an
array of labor and employment law changes. For counties, the key changes include adoption of mandatory
Earned Sick and Safe Time and extensive modifications to the Public Employee Labor Relations Act (PELRA).
The final legislation, authored by Senator Bobby Joe Champion (DFL-Minneapolis) and Representative Hodan
Hassan (DFL-Minneapolis), passed the Senate on May 16 by a vote of 34-33 and the House by a vote of 70-61.
Chapter 53 was signed into law by Governor Walz on May 23.

Article 11 — PELRA Changes

Chapter 53, Article 11 (Miscellaneous Article) modifies the Public Employees Labor Relations Act (PELRA) in the
following ways:

e section 1 requires rather than authorizes employers to provide certain personnel data to labor
organizations and expands the data that must be provided in section 16 (below). The home addresses,
non-employer issued phone numbers and email addresses, dates of birth, and emails or other
communications between exclusive representatives and their members, prospective members, and
nonmembers are defined as private data on individuals, and an employer who disseminates data to labor
organizations under this law is not liable for its misuse.
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sections 12 and 14 adds “staffing ratios” as a matter of collective bargaining and eliminates “the number”
of personnel as an inherent managerial right.

e section 13 lays out new payroll deduction, authorization and remittance requirements related to labor
organization dues.

e Section 15 amends current law to require employers to allow time off for elected or appointed officials of
an affiliate or exclusive representative.

e section 16 requires employers to provide exclusive representatives with certain data on new employees
within 20 days of hiring, and all a full list of all employees every 120 days. The data must be in an Excel or
other agreed upon format. The data must include name; job title; worksite location, including location
within a facility when appropriate; home address; work telephone number; home and personal cell phone
numbers on file with the public employer; date of hire; and work email address and personal email address
on file with the public employer.

e section 17 requires public employers to grant access to new employees for 30 minutes within 30 calendar
days of the date of hiring, access to use of employer email system to communicate with employees for
specified purposes, and access to employer-owned facilities for non-campaign labor organization purposes
so long as the uses do not interfere with governmental operations and the exclusive representative
complies with worksite security protocols established by the public employer.

The PELRA changes are generally effective August 1, 2023.

Additionally, Article 11, section 25 includes a prohibition on employers retaliating if employees decline to
participate in certain employee-sponsored meetings related to “political matters” or “religious matters” as
defined in the new law. Section 27 modifies current law requirements related to nursing mothers “and
lactating employees” (effective August 1, 2023). Sections 28 — 34 contain additional employment law changes.

Article 12 — Earned Sick and Safe Time (ESS):
Chapter 53, Article 12, requires employers to allow employees to earn, at a minimum, one hour of paid ESS
time for every 30 hours worked, up to 48 hours per year. Allows employees to carry over accrued but unused
hours of ESS time from year to year. Total accrued but unused ESS cannot exceed 80 hours at any time unless
agreed to by the employer. Accrual of ESS begins when a qualified employee begins employment and may be
used as it is accrued. Salaried employees, who are exempt from the provisions of federal overtime laws, are
considered to work 40 hours per week for purposes of ESS accrual. This article is effective January 1, 2024.
$3.7 million is appropriated to the department for enforcement and other duties, while $600,000 will be
distributed to community organizations for outreach and education regarding workers’ rights under the
legislation.

For purposes of using ESS, "Family member" is defined to include:
(1) an employee's:
(i) child, foster child, adult child, legal ward, child for whom the employee is legal guardian, or child to
whom the employee stands or stood in loco parentis;
(ii) spouse or registered domestic partner;
(iii) sibling, stepsibling, or foster sibling;
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(iv) biological, adoptive, or foster parent, stepparent, or a person who stood in loco parentis when the
employee was a minor child;
(v) grandchild, foster grandchild, or step grandchild;
(vi) grandparent or step grandparent;
(vii)  a child of a sibling of the employee;
(viii)  a sibling of the parents of the employee; or
(ix) a child-in-law or sibling-in-law;
(2) any of the family members listed in clause (1) of a spouse or registered domestic partner;
(3) any other individual related by blood or whose close association with the employee is the equivalent of a
family relationship; and
(4) up to one individual annually designated by the employee.

Employers who provide earned sick and safe time to their employees under a paid time off policy or other paid
leave policy that may be used for the same purposes and under the same conditions as earned sick and safe
time, and that meets or exceeds, and does not otherwise conflict with, the minimum standards and
requirements of the new law are not required to provide additional earned sick and safe time.

The law also establishes an extensive list of eligible uses that includes employee mental and physical ilinesses,
care for family members, absences due to domestic abuse, weather related work closures, and public health
related closures. The law further provides for notice and documentation requirements, prohibits retaliation
for use of leave, specifies continuation of pay and benefits during leave, allows for parttime return to work,
and other provisions related to how the law must be implemented and followed. No state rules will be
immediately forthcoming as rulemaking authority was removed from the bill.

Chapter 59 — HF2

Paid Family and Medical Leave Benefit
HF2, sponsored by Representative Ruth Richardson (DFL-Mendota Heights) and Senator Alice Mann (DFL-Edina),
establishes a statewide Paid Family and Medical Leave benefit. The House passed the bill on May 17 by a vote of
68-62; the Senate followed suit on May 18 by a vote of 34-32. Governor Walz signed the bill on May 23.

The law establishes a state-run insurance program providing Minnesota workers paid time off to deal with
family or medical issues, with benefits beginning January 1, 2026. As enacted, Chapter 59 sets an annual
maximum length of paid benefits of 20 weeks. The family and medical insurance benefit account, modeled
after the state’s unemployment insurance fund, will be funded through employer paid premiums. The
premiums rate is initially set at 0.7% of total salary/wages up to the federal FICA wage level. In future years,
premiums will be set at the level needed to fund projected benefit costs. Unlike unemployment insurance,
there is no ‘experience rating’ applied; all employers pay the same rate.
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Article 1, section 23, of the bill specifies that employers must pay “a minimum of 50 percent of annual
premiums” and that employees “must pay the remaining portion, if any” through a payroll deduction. The
premium was consistently described throughout legislative session as intended to be paid one-half by
employers and one-half by employees. Premiums collection is effective January 1, 2026; initial program start-
up costs will be funded by $648.3 million of one-time General Fund appropriations.

Under the new law, the maximum length of benefits is set at 20 weeks in a benefit year. Qualifying leave
includes:

e Bonding after birth, adoption, or foster parenting.

e Aserious health condition of self or family member where:

o a serious health condition is defined as “a physical or mental iliness, injury, impairment, condition, or
substance use disorder that involves” either “inpatient care” or “continuing treatment or supervision
by a health care provider.” “Inpatient care” means “an overnight stay in a hospital, hospice, or
residential medical care facility, including any period of incapacity, or any subsequent treatment in
connection with such inpatient care.” “Incapacity” is further defined to be a period of seven or more
days, due to pregnancy and related medical care, or treatment of and iliness of chronic conditions.

o afamily member is defined as spouse or domestic partner, a child, including a biological, adopted, or
foster child, a stepchild, or a child to whom the applicant stands in loco parentis, is a legal guardian, or
is a de facto parent, a parent or legal guardian of the applicant, a sibling, a grandchild, a grandparent or
spouse’s grandparent, a son-in-law or daughter-in-law, or an individual who has a relationship with the
applicant that creates an expectation and reliance that the applicant care for the individual, whether or
not the applicant and the individual reside together.

e A “qualifying exigency” (a need associated with a military member’s active-duty service).

The new law also:

e Specifies that a certification requesting intermittent leave must include the health care provider’s
reasonable estimate of frequency and duration.

e Requires the employee to provide notice sufficient to make the employer aware that the employee
requires leave including a schedule of needed workdays off for intermittent leave.

e Does not allow an employer to require supplemental benefits up to the full wages and does not require
any continued use of accrued leave balances available for similar purposes.

e Prohibits any other supplemental benefit payment combined with any paid leave benefit from exceeding
the regular wage or salary of the person applying for paid leave.

e Authorizes insurance carriers to offer paid family and medical leave insurance products that could be
purchased by business to opt out of the state paid leave plan.

e Allows a person to be terminated for misrepresenting facts on a paid leave application.

The League of Minnesota Cities (LMC) has developed a set of FAQ's about the new law, that would also largely
apply to counties and other local governments.
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Chapter 63 — HF100

Minnesota Legalizes Adult Use Cannabis
Chapter 63, authored by Representative Zack Stephenson (DFL-Coon Rapids) in the House, and by Senator
Lindsey Port (DFL- Dakota-Scott) in the Senate, provides for the legalization and regulation of cultivation,
manufacturing, retail sale, and consumption of cannabis products. Key provisions added to the legislation as it
progressed through the Senate, and largely retained in conference committee, provide for some local
regulatory control and some revenue sharing of gross receipts tax revenues with cities and counties. The law
takes effect July 1, although the elimination of criminal penalties - even for possession of small amounts -
won'’t kick in until August. 1. The final legislation passed the House by a vote of 73-57 (69 Democrats and 4
Republicans voting aye, and one Democrat and 56 Republicans voting nay). The final vote in the Senate was 34
ayes and 32 nays along party lines.

A total of about $80 million is appropriated for FY24-25 for administering the new law, including for an
Expungement Board, Cannabis, Education, related Economic Development, and Public Safety and Public
Health. Key provisions of the legalization framework include:

e Home grow: Starting August 1, home growing of limited numbers of plants will be legal. People who grow
at home can use what they grow and give some away, but they cannot sell it. It will be legal to consume
cannabis and possess up to 2 ounces in public and 2pounds at personal residence, but it will take up to 18
months before the regulatory infrastructure is in place to license dispensaries.

e Regulation: A new Office of Cannabis Management will be created, and other agencies with jurisdiction
over the new law will staff up and draft rules. This could take up to 18 months.

e Retail licenses: People who want to sell marijuana legally will need to get licenses and register with the
city, town or county in which the retailer is to be located. Applicants from high-poverty areas and those
living with criminal convictions for possession and sale of marijuana will be given preference. The intent of
the “social equity” bonuses for applicants is to ensure the legal market helps the communities that bore
the brunt of anti-marijuana law enforcement. The bill gives more specific descriptions of the types of
people who could get social equity bonus points when seeking any of the 16 different licenses. Benefits
could apply to people convicted of possession or sale prior to May 1 of this year but also to people who
had a parent, guardian, child, spouse or dependent with convictions. Social equity points can also help
veterans who lost honorable status due to possession or sale of marijuana and to people who live in
census tracts that experienced disproportionately high cannabis enforcement actions.

e Expungement: People with minor convictions for marijuana will have their records expunged
automatically, though the process is complex and is expected to take time. A system will also be set up to
review more serious offenses for possible expungement.
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Medical marijuana and hemp edibles: Minnesota’s medical marijuana program will continue, and hemp-
derived edibles and drinks will remain legal but will face more regulations than before. Both medical
marijuana and hemp-derived edibles and drinks will be regulated by the newly created Office of Cannabis
Management, with the medical cannabis related powers and duties of the Department of Health
transferred to the new Office March 1, 2025.

e Other Regulatory and Studies: The new law also provides for the setting of environmental rules related to
water use, energy use, and solid waste; agriculture and food practices; possession and transport. It
outlines 16 different license types and provides for penalties.

e Local control: A local government may not prohibit the possession, transportation, or use of cannabis but
may adopt “reasonable restrictions on the time, place, and manner of the operation of a cannabis
business.” Specifically, local governments “may prohibit the operation of a cannabis business within 1,000
feet of a school, or 500 feet of a day care, residential treatment facility, or an attraction within a public
park that is regularly used by minors, including a playground or athletic field.” Local governments can pull
licenses of businesses that violate the law, subject to review by the state cannabis office.

If a local unit of government is conducting studies or has authorized a study to be conducted or has held or
scheduled a hearing for the purpose of considering adoption or amendment of reasonable restrictions on
the time, place, and manner of the operation of a cannabis business, the governing body of the local unit
of government may adopt an interim ordinance applicable to all or part of its jurisdiction for the purpose
of protecting the planning process and the health, safety, and welfare of its citizens. The interim ordinance
may regulate, restrict, or prohibit the operation of a cannabis business within the jurisdiction or a portion
thereof until January 1, 2025. (Article 1, section 13)

e Local retail caps: Local governments are allowed but not required to cap the number of stores selling
marijuana to one for each 12,500 residents. For example, if the city of Minneapolis were to institute that
cap, the number of stores in the city would be 33. A city with fewer than 12,500 people would have to
allow at least one store. (Article 1, section 13)

e Taxes & Local Revenue Sharing: Once the market is up and running, the cannabis tax is expected to raise
$120 million every two years In addition to the $75 million state and local sales taxes expected to be
raised every two years at existing tax rates.

Effective June 30, 2023, sales of cannabis products are subject to a 10% gross receipts tax, with the state
getting 80% and local governments getting 20%, with 50% being distributed to cities and 50% to counties.
Of the county aid, 20% must be distributed in equal amounts to each county and 80% proportional to the
number of “cannabis businesses” in each county. By SFY 2027, the gross receipts tax is projected to
generate about $68.6 million, meaning about $6.9 million would be distributed to counties ($68.6 * 20% *
50%). States tax marijuana in different ways but Minnesota’s tax rate is anticipated to be lower than
most. Local governments are prohibited from imposing additional taxes.
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e Property Taxation: Real property used for raising, cultivating, processing, or storing cannabis for sale is
classified as commercial (class 3a) property, but all value is subject to the Tier 1 class rate (1.5%).

e Medical marijuana businesses: LeaflLine Labs and Green Goods, the two existing medical marijuana
businesses in Minnesota, can continue operating as they have since 2014. In addition, they will be allowed
to grow some marijuana for the recreational market, and the law would allow for full vertical integration
with stores statewide — up to one in each of the eight congressional districts. Allowing the medical
marijuana businesses to join the recreational market on a limited basis is meant to “replace the lost
medical patients so they can continue to operate in Minnesota,” Stephenson said.

e Medical marijuana patients: The existing program serves about 40,000 residents. Unlike recreational
marijuana, medical sales will not be subject to new taxes.

Elections and Voting Changes

Chapter 12 — HF28
Restoration of Felon Voting Rights
Chapter 12, authored by Representative Cedric Frazier (Hennepin) and Senator Bobby Joe Champion
(Minneapolis), passed the House by a vote of 72-58, and the Senate by a vote of 35-30. It was signed by
Governor Walz on March 3. Effective July 1, 2023, and for elections conducted after that date, the legislation
restores the right of felons to vote if not physically incarcerated by specifying that:

“An individual who is ineligible to vote because of a felony conviction has the civil right to vote
restored during any period when the individual is not incarcerated for the offense. If the individual is
later incarcerated for the offense, the individual's civil right to vote is lost only during that period of
incarceration.”

The new law also requires the chief executive office of each state and local correctional facility, and probation

officers, to provide notice and application to persons being released from actual incarceration that their civil
right to vote has been restored.
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Chapter 34 — HF3

Voting and Election Reforms
Chapter 34, authored by Representative Emma Greenman (Hennepin) and Senator Liz Boldon (Olmsted) made
a slate of election reforms. The legislation passed the House on a party-line vote of 70-57, and the Senate by a
vote of 34-33. It was signed by Governor Walz on May 5%. Changes include:

e Expanding and clarifying pre-filing of voter registration processes to allow persons who have attained age
16 and satisfy all eligibility criteria other than age, to submit their registration applications before turning
18. The county will process the application but then hold it as pending in the Statewide Voter Registration
until the applicant turns 18 years old.

e Requiring Automatic Voter Registration by the Commissioner of Public Safety when an individual applies
for a driver’s license or state identification card, or applies to renew them, if the driver license applicant
provides the necessary information to determine their voter eligibility, including documentation of U.S.
citizenship. Additionally, the Commissioner of Human Services is directed to facilitate automatic voter
registration of applicants for Minnesota Care and Medical Assistance if allowed by the federal government.
Further, the Commissioner of MMB must determine other agencies that collect, possess, and store the
necessary information to facilitate automatic voter registration, and if so, must facilitate that automatic
registration. Individuals may decline registration.

e Permanent Absentee Ballot Status allowing voters that apply for absentee ballots to receive a ballot for
each election until they request otherwise, or until they become ineligible to continue, such as upon death
or if the ballot is returned as undeliverable. This new option is effective on June 1, 2024.

e Multilingual Information: Starting in 2024, voting instructions and sample ballots must be translated into
languages other than English. See Article 2 of the new law for more specifics on polling place materials and
interpreter requirements that apply when 3% or more of the population speaks English “less than very
well.”

Chapter 34 also established new criminal and civil penalties for interference with voters and those who assist
them. The law provides more specific descriptions of what constitutes ‘intimidation’, ‘deceptive practices’,
and ‘interference with registration or voting.’

Chapter 62 — HF1830

Omnibus State Government and Elections Bill — Articles 4 and 5
Chapter 62, Article 1, appropriates:
e $500,000 one-time in FY2024 for the secretary of state to make grants to counties and municipalities for
improving access to polling places for individuals with disabilities.
e $200,000 one-time in FY2024 to develop and implement an educational campaign relating to the
restoration of the right to vote for formerly incarcerated individuals, including voter education materials
and outreach.
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e $461,000in FY2023 only, for the Help America Vote Act (HAVA) account established in Minnesota Statutes,
section 5.30, credited to the state match requirement of the Consolidated Appropriations Act of 2022,
Public Law 117-103, and the Consolidated Appropriations Act of 2023, Public Law 117-328.

o In addition, the bill amends state law to allow future federal HAVA funds to be presumptively
appropriated and spent for the purposes granted from the federal government without requiring
specific legislative appropriation.

Article 4, section 6 creates a “Voting Operations, Technology, and Elections Resources Account” for the

Secretary of State to annually distribute the balance in the account as follows:

e 20 percent of the total balance is allocated to each county in equal amounts; and

e 380 percent of the total balance is allocated to each county in proportion to its share of registered voters on
May 1 for the most recent statewide general election, as determined by the secretary of state.

Upon receipt of the funds, each county must then segregate the funds in a “county election funding account.”
The county and local units are to agree on a distribution plan for the funds and if they do not, 50% of the funds
are retained by the county, 25% are allocated to each local unit responsible for administering elections, and
25% are allocated to each city and town in proportion to their number of registered voters in the county. The
new law also specifies allowable uses and reporting requirements. The initial appropriation is $1.25 million
annually.

Additionally, policy changes related to elections and voting intend to:

e give county auditors and municipal clerks the authority to “remove any precinct election official at any
time if the official engages in a neglect of duty, malfeasance, misconduct in office, or for other cause.”

e prohibit county auditors and municipal clerks from creating or disclosing a copy of any voting system
component’s storage except with explicit legal authorization. The same limitation applies to permitting
anyone else to create or disclose a copy.

e provide criminal and civil remedies for intimidation of, or interference with election officials performing
their official duties.

e prohibit tampering with voting equipment, ballot boxes, and the systems and documents that contain lists
of registered voters.

Further, the bill:

e Expands the early voting period during which voters can vote directly without completing the absentee
ballot request from seven days to 18 days. Within this 18-day period, certain voting locations and times
must be available.

e C(larifies college student voter registration requirements.

e Clarifies the processes by which a registered voter may challenge the eligibility of another, and how such
challenges are ruled upon or appealed.

e Modifies electronic polling place rosters to allow the voter to sign on the tablet computer prior to the
document being printed.
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Makes various absentee voting changes, such as extending until 8:00 pm on Election Day the time for
absentee votes to be dropped off at polling places; prohibiting those collecting absentee ballot
applications from being paid using an incentive system of payment.

e Prohibits using an incentive system such as a rate per successful solicitation, a bonus upon achieving a
target, or a penalty for failure to achieve a quota.

e Modifies requirements related to facilitating voting at health care facilities, veterans homes and, or certain
other facilities at the discretion of the local election administrator, as well as requirements for facilitating
electronic voting by persons with disabilities.

e Modifies the law to also allow local governments within the metro area to choose to offer voting by mail
rather than establishing precinct polling places for townships and for cities with fewer than 400 registered
voters.

e Updates data practice and disclosure requirements related to cast votes;

e Requires public testing of all voting systems at least three days before the voting equipment is used.

e Amends the existing right to be absent from work in order to vote. Requirements also apply to in-person
absentee (or early) voting during the 46 days before Election Day.

Chapter 63 adopts the National Popular Vote Compact, meaning that if enough states adopt an agreement to
elect the president by national popular vote to constitute a majority of the electoral votes, then Minnesota
will stop awarding all of its electoral votes to the presidential candidate who gets the most votes in Minnesota
and instead allocate them to whatever candidate gets the most votes nationally. The legislation also directs
the secretary of state to “conduct a study of the potential for ‘ranked choice voting’ to improve voter
engagement, education, and the election system.

Housing and Rental Assistance Funding

The 2023 legislature also made major investments in Housing programs, including $1 billion of one-time
funding in the omnibus housing bill (Chapter 37), a new local housing aid program in the Omnibus Tax Bill
(Chapter 64), a new metropolitan area % cent sales tax to fund metropolitan local housing aid, housing
provisions in the omnibus human services bill, and more. In addition, the omnibus state government finance
bill (Chapter 62) and other bills also contain funding provisions relevant to counties.

Chapter 20 — HF1440

Homeless Prevention, Rental Assistance
Early in the session, the legislature took action to appropriate $50 million in FY2023 to fund family homeless
prevention and rental assistance under Minnesota Statutes, section 462A.204.

Under the bill, one-time appropriations are available for qualified families to receive rental assistance for up to
24 months and the Commissioner of Housing is required to report on the number of applicants, total number
receiving assistance, and the geographic distribution of the assistance. The legislation, sponsored by
Representative Howard (Hennepin) in the House and Senator Lindsey Port (Dakota-Scott) in the Senate,
passed with bi-partisan support by a vote of 73-50 in the House and 42-21 in the Senate.
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Chapter 37 — HF2335

Omnibus Housing - 51.0 Billion for Largely One-time Housing Investments and Authorizes % cent Metro Area
Sales Tax Ongoing. Key Housing Provisions also in Other Bills.

Chapter 37, authored by Representative Michael Howard (DFL-Richfield) and Senator Lindsey Port (Dakota and
Scott), appropriated a historic $1.0 billion from the state General Fund surplus in 2024-25 biennium for
program and infrastructure needs across the housing continuum. While the committee was assigned a much
lower target of $50 million for ongoing programs in FY26-27. The bill is aimed at helping developers build
more affordable apartments, helping low- and moderate-income Minnesotans buy their first homes, and
providing rental assistance to thousands of households. Lawmakers also created the first dedicated funding
source for housing through a new quarter-cent sales tax in the seven-county Twin Cities metropolitan area.
The final legislation passed 70-61 in the House, and 34-32 in the Senate. Governor Walz signed the bill into law
on May 15, 2023. The legislation has various effective dates. (Spreadsheet)

e New Funding for Rental Assistance: Around 5,000 additional low-income households in Minnesota will
receive help paying rent through a new statewide assistance program called “Bring it Home.” The program
is modeled on the federal housing choice voucher program (often referred to as Section 8), which only
provides assistance to about a quarter of eligible households. Households that receive the rental
assistance will pay up to 30% of their income - with the state covering the rest. Priority for rental
assistance shall be given to households with children 18 years of age and under, and annual incomes of up
to 30 percent of area median income, which represents approximately $62,000 for a family of four.

o About 3,500 vouchers will go to metro area renters, paid for with part of the new quarter-cent metro
area sales tax.

o About 1,500 vouchers will go to households in Greater Minnesota, with $46 million budgeted over the
next two years.

Article 6, section 14 also establishes a working group to assess how to accelerate rental assistance payments,
that will include four county rental assistance administrators.

e Community Stabilization: $90 million is designated for a community stabilization program to preserve
naturally occurring affordable housing through acquisition or rehabilitation.

e Homelessness Prevention and Housing Stability: Lawmakers also directed tens of millions of dollars
toward homelessness prevention and housing stability initiatives, which include rental assistance. State
expenditures include:

o $65 million over two years for family homelessness prevention, which funds up to 24 months of rental
assistance, along with outreach efforts to connect homeless people with services. That funding is in
addition to the $50 million lawmakers approved earlier in the session.

o $23.3 million over two years for the Minnesota Housing Trust Fund, which Minnesota Housing may use
for rental vouchers.

o $10.7 million over two years for rental assistance for people with mental illness.

o $5.5 million over two years for “Homework Starts with Home,” which addresses and prevents youth
homelessness.
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o $25 million over two years for supportive housing, which helps people who are homeless or have
experienced homelessness maintain stable housing and pursue employment or educational
opportunities.

o S$3 million over two years for housing mediation services to resolve landlord-tenant disputes outside of
the courtroom.

e $350 million for New Affordable Housing: Most of the investment will go toward new affordable rental
properties, but some may be used for manufactured housing and single-family homes.

e Preservation of Existing Affordable Housing:

o More than $100 million over two years for grants to help owners of affordable apartment buildings
rehabilitate and maintain their rental units.

o $15 million for public housing rehabilitation. (The capital investment bill also included $72 million for
public housing.)

o $5.5 million for loans to low- and moderate-income homeowners for renovations to improve
accessibility, energy efficiency, or the health and safety of their homes.

e $200 Million in Down Payment Assistance: Includes significant funding to increase homeownership
opportunities for first-time homebuyers and people of color. The state will direct $200 million to help low-
and moderate-income Minnesotans buy homes, with $150 million of the funding earmarked for first-
generation homebuyers. First-generation buyers earning up to 115% of the area median income will
receive up to 10% of the purchase price of a home, up to $32,000 for community-based program and up to
$35,000 through the first-generation homebuyers downpayment assistance fund. The monies could be
used on closing costs, down payment, or principal reduction, and would be repaid only if the recipient
moves out or sells the property within the loan period.

e Help for Manufactured Home Parks: $10 million to help manufactured home residents purchase their
parks and turn them into cooperatives and $10 million to help people buy and repair manufactured
homes. The state will also spend $17 million on lending grants to help park owners make infrastructure
improvements, such as building or maintaining storm shelters and community facilities.

Metro Sales Tax for Rental Assistance and Local Housing Aid

Chapter 37, Article 5 also imposes a 0.25% regional sales tax on purchases in the seven-county metropolitan
area beginning October 1, 2023. The tax is anticipated to generate about $190 million annually once fully
implemented and will be allocated as follows:

e 50% to metropolitan county aid;

e 25% to metropolitan city aid; and

e 25% to rental assistance in the metropolitan area.

18| Page

Benton-Blue Earth-Carver-Chisago-Crow Wing-Dakota-Olmsted-Otter Tail-Rice-St. Louis-Scott-Sherburne-Stearns-Washington-Winona

74 of 85



2023 End of Session Report
General Government, Elections, & Housing

Housing Investment in Other Bills
e Taxes:

o Workforce And Affordable Homeownership Development Program: $40 million (FY24) is appropriated
from the general fund to the Minnesota Housing Finance Agency for deposit in the workforce and
affordable homeownership development account for the purposes of the workforce and affordable
homeownership development program.

o Low-Income Housing/Rental: $5.84 million (FY26-27)

e Health and Human Services:
o Transitional Housing: $6 million increase in FY24-25; $6 million increase in FY26-27
o Homeless Youth Act: $30.3 million in FY24-25; $30.3 million in FY26-27
o Safe Harbor: $4.3 million increase in FY24-25; $2.5 million in FY26-27
o Homeless Management Information System: $850,000 in FY24-25; $1.6 million in FY26-27

e Housing Finance Authority Bonding:
o Public Housing Rehabilitation: GO $41.868 million
o Public Housing Rehabilitation: GF $30.132 million
o Greater MN Housing Program Infrastructure: GO $3 million
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INTRODUCTION

2023 legislative action related to MICA’s and county government environment priorities was contained in
multiple bills. This included early session action on 100% Carbon Free Energy, as well as a Legacy Finance bill
and omnibus environment and energy, omnibus agriculture, and omnibus tax bill provisions.

Overall, the combination of legislation increased funding for some environmental work led by county
governments, established new grant opportunities, and made various policy changes. While the legislation
below is organized sequentially, most MICA session priorities and the significant county impacts are contained
in the omnibus bills that passed at end of session.

Chapter 7 — HF7

100% Carbon Free Energy by 2040
Chapter 7 (summary) was chief authored by House Majority Leader Jamie Long (Minneapolis) in the House of
Representatives and by Senator Nick Frentz (Blue Earth) in the Senate. The new law requires energy utilities to
supply customers with electricity generated from carbon-free resources, beginning at 80 percent of retail sales
in 2030 and increasing every five years to reach 100 percent in 2040. The final legislation passed along party-
lines by a vote of 70-60 in the House and 34-33 in the Senate and was signed into law by Governor Walz on
February 7.

The new law aims to transition to carbon-free energy primarily through expanded electric generation from
renewable energy sources, such as by streamlining location and routing for solar energy generating systems.
The Public Utilities Commission may modify or delay renewable, carbon-free, or solar standards only for
limited reasons specified in law. The law also requires that by 2035, at least 55 percent of retail electricity sold
by a utility in Minnesota must be generated from eligible energy technologies.

For counties, the legislation directly impacts waste-to-energy facilities. Waste burning has long been
considered a renewable energy source. Chapter 7 excludes electricity generated by solid waste incinerators
located in Hennepin County from the definition of renewable energy. And for all counties, practical inability to
convert waste to energy without producing carbon means that county funded and operated waste-to-energy
facilities will likely be unable to effectively continue operations after 2040. During deliberations on the bill,
MICA joined coalition partners in supporting clean energy standards but requesting a more comprehensive
solution that supports continued waste disposal in ways that support diversion from landfills.

Chapter 24 — HF1656

Matching Funds for Federal Energy Grants
Establishes a Minnesota Competitiveness Fund from which the Commissioner of Commerce may:

e Pay all or any portion of state match required as a condition of receiving federal funds, such asto a
political subdivision or a Tribal government, or other grant opportunities directed to eligible entities that
do not require a match but for which the commissioner determines a state grant is likely to enhance the
federal grant application (Subd. 3); or
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e to award grants to entities with expertise and experience in grant development to assist eligible entities to
prepare grant applications for federal funds. Eligible grantees include regional development commissions
established in section 462.387, the West Central Initiative Foundation, Minnesota Municipal Utilities
Association, Minnesota Rural Electric Association, consumer-owned utilities, Tribal governments, and any
entity the commissioner determines will enhance the competitiveness of grant applications by
disadvantaged communities and from eligible entities located in areas not served by a regional
development commission.

A total of $115 million is appropriated in the bill, of which $100 million is for the matching grants eligible
under subdivision 3.

Chapter 40 — HF1999

Legacy Finance and Policy Bill
In 2008, Minnesota voters passed the Legacy Amendment to raise sales tax by 0.375% with the revenues
dedicated to four distinct funds: 33% to the Clean Water Fund; 33% to the Outdoor Heritage Fund; 19.75% to
the Arts and Culture Heritage Fund; and 14.25% to the Parks and Trails Fund. Since then, the biennial
appropriations made from these funds have often included monies to support the work of county
governments. The 2023 Omnibus Legacy Finance bill, sponsored by Rep. Leon Lillie (DFL-North St. Paul)
and Sen. Foung Hawj (DFL-St. Paul), appropriates $821.8 million from the four funds during the 2024-25
biennium. Chapter 40, passed the House by a vote of 101-31, the Senate by a vote of 40-24, and was signed by
Governor Walz on May 18 (spreadsheet).

Overall, the bill appropriates $318.4 million from the Clean Water Fund for various water testing, assessments,
restoration projects, and other water protection efforts. The $136.61 million appropriated for Parks and Trails
would go to either the Department of Natural Resources or the Metropolitan Council for projects and grants
that support parks and trails of regional significance. For the Outdoor Heritage Fund, $171.79 million is
appropriated mostly for prairies, forests, wetlands, and habitats. The second largest appropriation, $195.05
million from the Arts and Cultural Heritage Fund, includes fewer provisions directly impacting counties.

Article 1, the Outdoor Heritage Fund appropriations include various land conservation, wildlife and habitat
restoration and preservation projects, including for the Anoka Sand Plain Habitat (a portion in Sherburne
County), $2.5 million for the St. Louis estuary, and $9.5 million for competitive grants for statewide and metro
county habitat.

From the Clean Water Fund, Article 2:

e Section 3 (b) appropriates $3 million each year to the Department of Agriculture for monitoring and
evaluating trends in the concentration of nitrate in groundwater; promoting, developing, and advancing
best-management practices, such as for cover-crops and technical support. The appropriation is available
until June 30, 2028.

e Section 3 (c) appropriates $4.799 million each year to the Department of Agriculture for the agriculture
best management practices loan program (AgBMP). AgBMP monies can support many activities including
rural septic system repair and replacement.
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Section 4 (d) appropriates $750,000 each year for implementing the St. Louis River System Area of Concern

remedial action plan.

e Section 4 (f) appropriates $3.55 million each year to the Pollution Control Agency (MPCA) for enhancing
the county-level delivery systems for subsurface sewage treatment system (SSTS) activities necessary to
implement Minnesota Statutes, sections 115.55 and 115.56, for protecting groundwater. The
appropriation includes base grants for all counties with SSTS programs. Counties that receive base grants
must report the number of properties with noncompliant systems upgraded through an SSTS replacement,
connection to a centralized sewer system, or other means, including property abandonment or buyout.
Counties must also report the number of existing SSTS compliance inspections conducted in areas under
county jurisdiction. $900,000 each year is available to counties for grants to low-income landowners.

e Section 5 (I) appropriates $1.0 million each year for providing technical and financial assistance to county
and local governments to replace failing or ineffective culverts using modern designs that restore
floodplain connectivity, biological connectivity, and channel stability. The appropriation is available for up
to two additional years.

e Section 6 appropriates $78.06 million to the Board of Water and Soil Resources each year, including:

o (a) $39.5 million each year for grants to implement state-approved watershed-based plans. The grants
may be used to implement projects or programs that protect, enhance, and restore surface water
quality in lakes, rivers, and streams; protect groundwater from degradation; and protect drinking
water sources. Projects must be identified in a comprehensive watershed plan developed under the
One Watershed, One Plan program and seven-county metropolitan groundwater or surface water
management frameworks as provided for in Minnesota Statutes, chapters 103B, 103C, 103D, and
114D. Grant recipients must identify a nonstate match and may use other legacy funds to supplement
projects funded under this paragraph.

o (e) $2.0 million each year is to provide assistance, oversight, and grants for supporting local
governments in implementing and complying with riparian protection and excessive soil loss
requirements.

o (g) $2.5 million each year is for permanent conservation easements on wellhead protection areas
under Minnesota Statutes, section 103F.515, subdivision 2, paragraph (d), or for grants to local units of
government for fee title acquisition to permanently protect groundwater supply sources on wellhead
protection areas or for otherwise ensuring long-term protection of groundwater supply sources as
described under alternative management tools in the Department of Agriculture Minnesota Nitrogen
Fertilizer Management Plan, including use of low-nitrogen cropping systems or implementing nitrogen
fertilizer best management practices.

o (i) $1.75 million each year is for assistance, oversight, and grants to local governments to transition
local water management plans to a watershed approach as provided for in Minnesota Statutes, section
103B.801.

o (j) $1.0 million each year for technical assistance and grants for the conservation drainage program, in
consultation with the Drainage Work Group, coordinated under Minnesota Statutes, section 103B.101,
subdivision 13, and including projects to improve multipurpose water management under Minnesota
Statutes, section 103E.015.
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Of the Article 3 appropriations from the Parks and Trails Fund, $14.286 million in FY24 and $12.762 million in
FY25 is for grants for parks and trails of regional significance outside the seven-county metropolitan area, and
$28.572 million in FY24 and $25.524 in FY25 is for distribution for metropolitan regional parks according to
Minnesota Statutes, section 85.53, subdivision 3. The Arts and Cultural Heritage Fund, Article 4, Subd. 10,
appropriates $400,000 each year to the commissioner of agriculture for grants to county agricultural societies.
The grants are in addition to the aid distribution to county agricultural societies under Minnesota Statutes,
section 38.02.

Chapter 60 — HF2310

Omnibus Environment, Natural Resources, Climate, and Energy Bill
Chapter 60 reflects the combination of both policy and budget provisions for Environment and Natural
Resources, as well as Climate and Energy finance and policy provisions that had traveled separately for most of
the legislative process. The final bill also contains FY2024 appropriations from the Environment and Natural
Resources Trust Fund (Article 2, separately summarized below). The final bill passed with bi-partisan support
in the House, by a vote of 72-57 and by a vote of 35-32 in the Senate. Chief sponsors of the bill were
Representatives Rick Hansen (Dakota) and Patty Acomb (Hennepin) in the House, and Senators Foung Hawj
(St. Paul) and Nick Frentz (Blue Earth) in the Senate.

Overall, the legislation appropriates $1.7 billion to fund operations at the Department of Natural Resources,
Pollution Control Agency, Board of Water and Soil Resources, parks and trails managed by the Metropolitan
Council, and the Minnesota Zoo.

Environment and natural resources
The bill calls for approximately $S1 billion in General Fund spending for outdoor recreation, natural resource
management and pollution control programs, including about $673 million in new biennial spending.

Among the new appropriations are:
e 5$27.397 million to repay the metropolitan landfill trust fund,
e Various waste prevention and reduction grants and loans such as,

o $500,000 each year for grants to increase food rescue and waste prevention. This appropriation is
available until June 30, 2027 (Art. 1, section 2, subd. 7 (g))

o 2,797,000 the first year and $2,811,000 the second year from the environmental fund for the purposes
of metropolitan landfill abatement under Minnesota Statutes, section 473.844 (Art. 1, section 2, subd.
7 (h)).

o $420,000 the first year to complete a study on the viability of recycling solar energy equipment. This
one-time appropriation is available until June 30, 2026.

o $4,210,000 the first year and $210,000 the second year for PFAS reduction grants. Of this amount,
$4,000,000 the first year is for grants to industry and public entities to identify sources of PFAS
entering facilities and to develop pollution prevention and reduction initiatives to reduce PFAS
entering facilities, prevent releases, and monitor the effectiveness of these projects. Priority must be
given to projects in underserved communities. This onetime appropriation is available until June 2027.
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o $12,940,000 the first year and $12,940,000 the second year for a waste prevention and reduction
grants and loan program. This onetime appropriation is available until June 2027.
= Of the amount in the first year, $7,950,000 is for waste prevention and reduction grants and loans

and $3,000,000 is for a grant to the owner of a biomass energy generation plant in Shakopee.
= Of this amount in the second year, $10,950,000 is for waste prevention and reduction grants and
loans.

o $16,562,000 the first year is for grants to Ever-Green Energy (St. Paul District Energy) to preserve
existing biomass energy infrastructure for purposes of local and regional emerald ash borer response
efforts (i.e. the continued operation of St. Paul Co-generation facility). The MPCA commissioner may
require the nonprofit corporation to charge a fee per ton of wood waste delivered to the facility. This is
a one-time appropriation that is available until June 30, 2030.

e $25 million for grants to support planning, design, and treatment of PFAS in public water treatment
systems (Art. 1, section 2, subd. 6 (c)), as well as

o New product labeling requirements for products containing PFAS;

o A prohibition on use of PFAS in certain products, including such things as children’s products,
cookware, dental floss, cosmetics, and ski wax.

e S1 million increase each year for the County Feedlot and SSTS program.

Climate and energy provisions

Articles 10, 11, and 12 make various energy and climate related appropriations and policy changes. Key

provisions of relevance to county governments include:

e Article 12, section 1 requires an energy study of construction materials, including materials used in
buildings and roads, with an aim toward promoting ‘buy-clean’ products.

e Article 12, section 14 substantially revises the community solar gardens program, increasing the maximum
capacity of community solar gardens and limits the ability to block solar installations.

e Article 12, section 34 establishes an Energy Benchmarking program that will have certain responsibilities
and applicability to counties and local governments.

e Article 12, section 37 establishes a Solar Energy on Public Buildings program and establishes a grant fund
account that will include grants available to local governments and counties to support solar installation on
public buildings.

e Appropriates $20 million (onetime) for the Minnesota Climate Innovation Finance Authority for funding
smaller renewable energy projects.

e Article 12, section 40 establishes an electric vehicle rebate.

e Article 12, section 68 creates a Local Climate Action Grant Program for which counties will be eligible to
receive grants from the Minnesota Pollution Control Agency.

e Article 12, section 38 establishes a Distributed Energy Resources System Upgrade Program.

Additionally, Article 12, section 60 establishes a new greenhouse gas emissions reduction goal for the state.
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Chapter 60 — Article 2

Environment and Natural Resource Trust Fund Appropriations
The funding recommendations of the Legislative Citizen-Commission on Minnesota Resources (LCCMR),
appropriated from the Environment and Natural Resources Trust Fund are often carried in a separate LCCMR
appropriations bill. In 2023, those appropriations were incorporated into the Omnibus Environment budget
bill as Chapter 2. The bill appropriates $79.644 million for dozens of projects in FY2024 from ENRTF, including:

e 54.941 million to the University of Minnesota for aquatic invasive species research.

e $1.508 million for pollinator habitat creation at closed landfills.

e $2.833 million for a pilot to test and implement methods to expand mattress and furniture recycling
statewide.

e $3.802 million for matching grants for local parks, trails, and natural scenic connections.

e 54.952 for DNR to enhance or expand Minnesota state trails.

Additionally, the legislation imposes new project requirements that must be met as a condition of receiving
funds and modifies requirements that apply when any portion of funds are used for capital projects.

Chapter 64 — HF1938
Omnibus Tax Bill—SCORE Funding

In 2023, MICA and partners (including AMC, Partnership on Waste and Energy, MN Rural Counties, and
Conservation Minnesota) continued efforts to redirect the 30% of solid waste management tax (SWMT)
revenues to SCORE grants to counties. Those tax revenues were established with the intent of addressing
solid waste management and waste reduction, reuse, and recycling, but have never been fully allocated to
such purposes. This session, those efforts were reflected in HF1785 sponsored by Representative Frank
Hornstein (Minneapolis) and S1587 authored by Senator Scott Dibble (Minneapolis).

The proposed legislation was referred to Tax Committees in the House and Senate respectively, and both
bodies included redirecting a portion of SWMT revenues to county SCORE grants. The enacted Omnibus Tax
Bill, Chapter 64, Article 15, section 11, redirects 3 percent, or about $3.5 million annually, of solid waste
management tax revenues from the General Fund to SCORE grants beginning in CY2023. While that is less
than counties have advocated for, it reflects the largest increase in county SCORE grants in many years and
sets a pathway for shifting more of the remaining 27% of revenues into SCORE grants in future sessions.

SCORE grant distribution. SCORE grants are distributed largely on population and the new revenues will
increase each counties grant amount by an average of 20% from 2023 levels.
(FY23 Calculations) (FY24 Estimates)
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https://mica.org/vertical/sites/%7BA5BCF7CD-36EB-4F79-BEB9-4F96B4117FA7%7D/uploads/MPCA_Calculation_of_County_SCORE_Grants_(FY23).pdf
https://mica.org/vertical/sites/%7BA5BCF7CD-36EB-4F79-BEB9-4F96B4117FA7%7D/uploads/MPCA_Estimate_of_FY24_County_Score_Grants.pdf

M I IA 2023 End of Session Report
Environment

Chapter 67 — HF1900

Reauthorization of Constitutional Amendment — Lottery-in-Lieu
Chapter 67, sponsored by Representative Athena Hollins (St. Paul) and Senator Foung Hawj (St. Paul) passed
the House 87-41 and the Senate by a vote of 36-29. The legislation approves a constitutional amendment to
be put to voters in 2024 asking for approval to reauthorize a constitutional provision allocating 40% of state
lottery proceeds to the Environment and Natural Resources Trust Fund, for an additional 25 years through

2050 (current authority expires in 2025).

Since voters first approved the fund in 1988, a percentage of lottery proceeds have gone toward the
environment, with annual appropriations made by the legislature, typically as recommended by the
Legislative-Citizen Commission on Minnesota Resources. Under current law, 5.5% of the funds’ value, or
about $80 million per biennium, is distributed. The reauthorization would increase that amount to 7% of the
fund’s value. The new authorization would also create a community grant program funded with 1.5% of the
trust fund’s value, estimated at more than $20 million. Monies distributed from this revenue stream have
included appropriations for local and county projects.

Chapters 71 and 72 — HF670 and HF669
The Bonding Bills
The Capital Investment bills also include the following opportunities for MICA counties:
e $1.663 million from the General Fund for Community Tree Planting grants for cities, counties, and towns to
plant shade trees and replace trees lost to pests, disease, or storms (see Chapter 71, Art. 1, section 2,
subd. 2) plus $8.4 million general obligation bonds (see Chapter 72, Art. 1, section 7, subd. 11).

$1.0 million in general obligation bonds for grants to county and location jurisdictions to preserve historic
sites (see Chapter 72, Art. 1, section 25, subd 3).

What Did Not Pass?

Full redirection of the 30% of solid waste management tax revenues to SCORE grants. 27% of those
revenues will now be deposited into the General Fund.

An off ramp or pathway that will allow continued operation of the waste-to-energy facilities that County
governments have invested in to continue operations which diverts solid waste from landfills.
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https://www.revisor.mn.gov/laws/2023/0/Session+Law/Chapter/67/
https://www.revisor.mn.gov/bills/bill.php?b=House&f=HF1900&ssn=0&y=2023
https://www.legacy.mn.gov/environment-natural-resources-trust-fund
https://www.lccmr.mn.gov/about/about-index.html
https://www.revisor.mn.gov/laws/2023/0/Session+Law/Chapter/71/
https://www.revisor.mn.gov/laws/2023/0/Session+Law/Chapter/72/
https://www.revisor.mn.gov/bills/bill.php?b=house&f=hf670&ssn=0&y=2023
https://www.revisor.mn.gov/bills/bill.php?b=house&f=hf669&ssn=0&y=2023
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4 Contact Us 4+

Executive Director Transportation Legislative Liaison
Matt Massman Steve Novak
Matt.Massman@mica.org stevengnovak@gmail.com
763-458-1681 (cell) 763-458-8232 (cell)

651-222-8737 (office)

Health & Human Services Legislative Liaison Corrections & Public Safety Legislative Liaison
Nancy Silesky Carli Stark
nancy@cortholten.com cstark@mncounties.org
612-747-7242 (cell) 612-414-1869 (cell)
651-291-1900 (office) 651-789-4335 (office)
Legislative Assistant Office Manager
Paul Nasvik Amy Fennewald
Paul.nasvik@mica.org amy@mica.org
952-356-6137 (cell) 612-710-3939 (cell)
651-222-8737 (office) 651-222-8737 (office)
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