WEEK IN REVIEW (March 2 – March 6)

AGRICULTURE AND VETERANS

The Agriculture Finance Committee heard from the Minneapolis and Hastings Veterans Homes and from the Agriculture Department, Ag Marketing Division, which is proposing cutting Ag in the Classroom and the Aquaculture program.  The Agriculture Policy Committee passed a bill declaring horses are livestock and extending Farmer Lender Mediation four years.  The Ag Policy Committee passed three veterans bills; one authored by Rep. Newton gives service-disabled veteran-owned businesses up to a 6 percent contracting priority.

BIOSCIENCE AND WORKFORCE DEVELOPMENT POLICY AND OVERSIGHT DIVISION

The committee heard a presentation on the Oversight of Workers' Compensation report by the Office of the Legislative Auditor.  

CAPITAL INVESTMENT

The Committee heard a presentation by John Frobenius about Hospital Facility Authorities.

COMMERCE & LABOR

The Commerce & Labor Committee passed a bill this week (HF 813 - Johnson) to address the problem in the courier and trucking industry of employees being misclassified as independent contractors.  Employers often classify employees as independent contractors in order to avoid paying Unemployment Insurance, Workers’ Compensation and payroll taxes.  This deprives workers of benefits and puts employers who play by the rules at a competitive disadvantage.  The bill creates a new test for determining whether a worker truly is an independent contractor and calls on DEED, DOLI and the Department of Revenue to step up its audits of the courier and trucking industry.  The bill was referred to the Civil Justice Committee.

The Commerce Committee also passed a bill (HF 819 - Atkins) that was inspired by reports of Ticketmaster taking advantage of individuals who tried to buy tickets on-line to the upcoming Bruce Springsteen concert.  Ticketmaster apparently told people that the tickets they requested were unavailable and automatically directed them to another website (which is owned by Ticketmaster) where the tickets cost several hundred dollars more.  The bill prohibits all initial ticket sellers from:  1) selling tickets on-line for more than face value for at least 7 days, and 2) linking on its website to a ticket reseller.  The bill was referred to the Public Safety Policy Committee.

The Labor & Consumer Protection Division passed a bill (HF 250 - Knuth) designed to protect children from toxic chemicals.  The Toxic Free Kids Act would create a statutory framework and a process for the PCA, in consultation with the Department of Health, to use to identify chemicals of “high concern” that are found in children’s products.  From that list, the PCA would identify “priority chemicals” and determine which of those have technically feasible alternatives and which do not.  By January 1, 2011, the PCA must identify at least five priority chemicals, and another five additional by January 1, 2013.  Manufacturers would be required to replace these chemicals with a safer alternative when one is available.  The bill is supported by the Healthy Legacy Campaign and is opposed by various manufacturers and the Chemistry Council.  The bill was referred to the Commerce Committee.

The Labor & Consumer Protection Division also passed a bill (HF 914 - Davnie) to crack down on abuses by payday lenders.  Payday loans are small, short-term loans that, with fees and interest, have an effective APR of 300% to 400%.   A big problem with payday lending is that borrowers get stuck in a cycle of debt; they take out one loan to pay back another.  The bill does not cap interest rates, but:  1) requires payday lenders to offer conventional loans, 2) contains certain contract requirements to protect borrowers, and 3) requires payday lenders to file an annual report with the Department of Commerce.  The bill was referred to the Commerce Committee.

CIVIL JUSTICE

The Civil Justice Committee passed HF 130 (Bigham) this week to limit access by predatory offenders to online social networking sites or sites that provide instant messaging or chatting functions.  The Committee passed the bill on a roll call vote to the Public Safety Policy Committee.

The Civil Justice Committee heard a potential cost-saving bill for the courts this week.  HF 1156 (Paymar) would allow all judicial districts in Minnesota to use referees for Conciliation Court.  Currently, statute only permits the 4th Judicial District (Hennepin) and the 2nd Judicial District (Ramsey) to utilize referees for these positions.  The State Court Administrator spoke in support of the bill.  The Committee passed the bill on a unanimous voice vote to the Finance Committee.  

CULTURAL AND OUTDOOR RESOURCES

This committee passed 25 drinking water and waste water bonding bills to the Capital Investment Committee.  It also heard budget presentations from the Arts Board (which the Governor recommends zeroing out) and the Public Libraries.

EDUCATION -- EARLY CHILDHOOD

The Committee heard two bills to continue early literacy programs: Minnesota Reading Corps (HF 1046/ Mariani) and Words Work! (H.F. 223/Slawik). The Committee considered a bill to expand membership in the P-20 Education Partnership (H.F. 106/Swails). The Committee also heard testimony by Dr. Bruce Perry about the effects of early maltreatment and trauma on children and families.

EDUCATION -- K-12 POLICY & OVERSIGHT  

The K-12 Education Policy & Oversight Committee passed two bills that may be of interest to members.  The first (HF 935-Slocum) represents an effort to reform charter school law, in response to a 2008 Legislative Auditor's report.  Among other things, the bill:

· Requires financial management training for charter school board members; and

· Places a three-year moratorium on the opening of charter schools within a one-mile radius of a recently closed school or the boundaries of a newly dissolved or consolidated school district.  

This latter provision was opposed by the Charter School Association and supported by the School Board Association.  The amendment was adopted on a voice vote, with a few members dissenting.  The bill passed, as amended, on a voice vote (with one DFL member dissenting) and was referred to the Finance Committee, with a recommendation that the bill be re-referred to the K-12 Finance Committee.

The second bill (HF 920-Tillberry) was the culmination of the efforts of the House Mandate Reductions Work Group, chaired by Rep. Tom Tillberry.  The bill includes 15 items that were recommended by the 
school boards and administrators for the Legislature to consider amending or repealing.  Probably the 
two bigger priorities indicated by the school boards and included in bill relate to:

1. Requesting temporary authority for fund transfers; and

2. Amending the Maintenance Of Effort requirements regarding school support staff such as counselors and nurses.

1) Temporary authority for school districts to make fund transfers -- Given the tough economy facing our nation, state and schools, if possible, school districts would like the authority to transfer money from operating and non-operating funds.  For fiscal years 2009 and 2010, the bill extends the same authority that was granted in the 2008 Supplemental Budget Bill.  Members will recall that provision allowed any school district on June 30, 2008, to transfer up to $51 per pupil from its Reserved for Operating Capital Account to its Undesignated General Fund balance.  

2) Amending the Maintenance Of Effort requirements regarding school support staff such as counselors and nurses
The work group came to a consensus to focus the Maintenance Of Effort on the staff complement - rather than on a school district’s spending level.  For example, if a school district had a senior counselor earning $75,000 who subsequently retired, rather than being forced to spend $75,000 to comply with the Maintenance Of Effort provision in law, it was decided that it would be better to require that the district, in that example, to maintain the same staff level-rather than the dollars spent.  That way, they could hire another counselor - and, perhaps, if the hiree had less experience, his or her salary would not be $75,000 but lower.  As a result of the work group’s compromise in the example described, the level of counselor services would be maintained, and the school district would not have to spend as much as before to maintain that level of services to their students.

Overall, based on preliminary figures from the Wayzata school district, the bill could save the district roughly up to $100,000 per year.  The bill passed on an unanimous voice vote and was referred to the Finance Committee, with the recommendation that the bill be re-referred to the K-12 Finance Committee.

EDUCATION -- K-12 EDUCATION FINANCE  

On Tuesday, the committee heard the Governor's K-12 Finance Bill (HF 1172-Garofalo). On Wednesday, the committee heard several bills relating to transportation issues (HF 331-Nornes), HF 875 (Hortman), HF 896 (Hortman), and HF 1256 (Mullery).   On Thursday, the committee heard (HF 116-Ward, which modifies the Type III school bus driver qualifications), HF 314 (Mariani), which increases the compulsory dropout age from 16 to 18, and HF 439 (Norton), which:

· Requires 9th grade students beginning in the 2009-2010 school year to complete one-half credit of physical education to graduate from high school.  

· Allows a school board to exempt a student from the physical education requirement if the board determines that the student has demonstrated mastery of the subject matter or if that participation in another learning opportunity meets or exceeds the physical education standards that the bill requires.

EDUCATION -- HIGHER EDUCATION & WORKFORCE DEVELOPMENT FINANCE & POLICY DIVISIONS

This week the committee heard a detailed presentation on the U of M budgeting process, began hearing bonding bill requests that will be handled through DEED, and had presentations from the Office of Higher Education and DEED on how money from the federal stimulus bill can be spent in Minnesota.  The Joint Committee of the House and Senate Higher Education Committees made its recommendations to the Joint Convention for the University of Minnesota Regents.

ENVIRONMENT POLICY AND OVERSIGHT 

The Minnesota Clean Car Act (HF 690) was heard, with testimony very similar to that previously heard by the Transportation & Transit Policy & Oversight Committee. The bill establishes motor vehicle emissions standards for some passenger vehicles and trucks, starting in model year 2013.  Advocates included the Lutheran Church (ELCA) and the Minnesota Environmental Partnership (MEP).  Opponents included the Alliance of Automobile Manufacturers, the Minnesota Automobile Dealers Association, the Minnesota Corn Growers Association and the Minnesota Farm Bureau.  

Building Sensible Communities (HF 898).  The Committee heard Rep. Hornstein’s bill, which brings together a number of unanimous recommendations from the Minnesota Climate Change Advisory Group (MCCAG), all with the same goal of achieving the state’s policy of reducing greenhouse gasses by the deadlines the Legislature established in 2007. Associations for cities and counties expressed some reservations, but are working with the author to resolve differences.
Uncased Firearms (HF 217).  The committee received a recommendation to pass the bill from its Game, Fish and Forestry Division, voted in favor of the bill, and referred it to Public Safety.
ENVIRONMENT AND NATURAL RESOURCES FINANCE

DNR’s New Approach – Outcomes-based Budgeting.  Noting the beginning of a new era, the DNR began its budget presentation with a spreadsheet that explicitly ties its strategic objectives to its budget requests.  While noting that the approach is still a work in progress, the Department expressed enthusiasm for the method, which was mandated by the committee’s chair.
FINANCE AND WAYS & MEANS

The two committees held a joint hearing to take testimony on the February forecast.  The new figures indicate the state will face a $4.6 billion shortfall for the upcoming FY 10-11 biennium.  Although the economy (both the state and national) has deteriorated since the November forecast of a $4.8 billion deficit, the infusion of federal stimulus dollars actually reduced the shortfall from that forecast.  However, the federal stimulus couldn’t save the FY 12-13 forecast that grew to a $5.1 billion deficit, not counting inflation (which is estimated at $1.4 billion).  The federal stimulus did help the forecast for the current 08-09 biennium, which went from a $426 million shortfall to a $236 million positive balance.  That 08-09 surplus also accounts for the Governor’s unallotment actions and will carry forward to the 10-11 budget.

In a related action, the Governor signed HF 886 (Solberg) as it passed the House and Senate with the amendment that required the Executive Branch to submit a balanced budget for the “out bienniums” (FY 12-13)  as well as the up-coming biennium of 10-11.  Testimony in the joint House/Senate Planning and Fiscal Policy Commission indicated that the Governor’s new budget that accounts for the February forecast (and now the out years) will be submitted in the next couple of weeks.  

HEALTH & HUMAN SERVICES POLICY & OVERSIGHT

On Tuesday, the Committee passed a bill (HF 419 – Davnie) to require follow-up testing for any child or another child in the residence who tests positive for elevated blood lead levels of five micrograms per deciliter or higher. The bill also provides additional family education by providers on the health consequences of lead poisoning in young children.

The Committee passed another bill (HF 326 – Clark) to ban manufacturers from selling children’s products if they contain Bisphenol-A (BPA), a chemical known to have hormone-disrupting effects. The ban would begin in 2010. Another ban on BPA in infant formula would take effect in 2013. Minnesota would be the first state in the country to pass such a ban, although Canada already has one in place for baby bottles. 

On Thursday, the Committee passed a bill (HF 286 – Clark) that would require health insurers to reimburse licensed acupuncture practitioners if the insurance policy covers acupuncture services. Currently, insurers require acupuncture services to be reimbursed through physicians who do not have as much training as acupuncture practitioners.

The Committee also passed a bill (HF 705 – Loeffler) to require that high deductible health plans cover all preventive care without a deductible, co-payment, or other patient cost-sharing if such a health plan is to be combined with a pre-tax health savings account.  Use of HSAs and high deductible plans is growing rapidly in Minnesota (tax spending is projected to grow to $8.9 million in FY 2011), but the policies typically require a $200 or $300 cap on the lowest-cost, highest effectiveness preventive measures, such as cancer screenings. 

HEALTH CARE AND HUMAN SERVICES FINANCE 

On Tuesday, the Committee heard testimony from non-partisan staff about the federal stimulus bill. Staff explained that 100 percent of the federal Medicaid dollars in the stimulus package would only come to Minnesota if we were to make zero cuts to the Medicaid program – a very difficult task during this deficit. This means we will likely not receive all $1.8 billion in new federal Medicaid dollars projected in the February forecast.  

On Wednesday, the Committee discussed (without action) several HHS bonding proposals. These included a bill (HF 256 – Howes) for $1.5 million in bonding for design of a new hospital in Cass County; a bill (HF 277 – Fritz) to provide $1.879 million to Remembering with Dignity for their unmarked graves project (for people with disabilities who died at state-run institutions); and a bill (HF 1064 – Thao) to provide $10 million for an addition to Gillette’s Children’s Hospital in St. Paul. 

On Thursday, the Committee heard testimony on the February forecast from the Department of Human Services. The Department testified that federal law requires them to give managed care companies a 19 percent increase in payment rates in FY 2010 for the state health care programs. DHS also testified that Minnesota has already foregone millions of dollars in federal Medicaid stimulus dollars due to the Governor’s December 2008 unallotment.

HOUSING AND PUBLIC HEALTH

The Committee heard a bill to appropriate $20M in nonprofit bonds to finance the rehabilitation of public housing for low-income households.  The Legislature authorized a similar (and slightly larger) bonding program in 2008 for supportive housing.

The Committee also heard a bill to appropriate $500,000 for FY 2010/11 to the heart disease and stroke prevention programs (H.F. 499, Murphy, E.).  The Legislature appropriated $200,000 for Heart Disease and Stroke Prevention in 2007 (H.F. 678, Murphy, E.).   The funding was vetoed by the Governor, who explained in his veto message that he thought federal dollars might be available for this purpose.

PUBLIC SAFETY POLICY & OVERSIGHT
The Public Safety Policy and Oversight Committee heard HF 818 (Hilstrom), a bill to make it easier to discover, investigate and prosecute financial exploitation of vulnerable adults.  The bill also provides additional protections for victims.  The bill is the product of collaboration by 52 agencies.  The Committee passed the bill to the Commerce and Labor Committee.

The Public Safety Policy and Oversight Committee also heard HF 622 (Welti), a bill to create a Lifesaver Grant Program in Minnesota.  The Lifesaver Program is a search and rescue program that electronically tracks participants who have autism, Down Syndrome, Alzheimer’s disease or similar disabilities that may lead to wandering.  The Committee passed the bill on a voice vote to Government Operations.

Representative Lieder brought forward HF 980, a bill to amend the requirements needed to take the reciprocity exam for licensing as a peace officer in Minnesota for those with military experience.  Representatives from law enforcement and the State Patrol were present in support of the bill.  The Committee passed the bill, on a unanimous voice vote, to the Agricultural and Veteran Affairs Committee.

STATE AND LOCAL GOVERNMENT OPERATIONS, REFORM, TECHNOLOGY AND ELECTIONS

Government operations passed several notable bills this week. It passed the Minnesota False Claims Act (HF 8), which will allow the state to receive additional federal funding. It also passed the Military and Overseas Voting Act (HF 1010), which follows up on extensive legislation passed last year and ensures that the children of US military personnel and missionaries serving long-term overseas can vote when they become eligible. Finally, the committee passed the State Electronic Meetings Act (HF 456), which allows state agencies and councils to transparently conduct public meetings electronically in certain circumstances. 
The Local Government Division passed a bill (HF 1035) giving cities more control over growth management5 and prohibiting city incorporations after May 2009. This bill was referred to Government Operations, despite intense opposition by townships. This bill is likely the prelude to the future city/township battle over annexation, or annexation-related, legislation.

TAXES -- PROPERTY TAX & LOCAL SALES TAX DIVISION 
The committee heard the bill that clarifies the standards used for determining whether a non-profit is eligible for a property tax exemption (HF 872, Marquart).  The 2008 Tax Bill placed a moratorium on any changes in assessment status for institutions of public charity unless there has been a change in ownership, occupancy or facility use.  This bill represents a solution, arrived at after many meetings, proposed by the Department of Revenue and the Minnesota Council of Non-Profits.  The intent of their work and this bill is that the definition of institutions of purely public charity is neither expanded nor contracted, just that the criteria are made clearer for purposes of assessment practice.  The bill was laid over for possible inclusion in the Property Tax Division report.

TAXES 
This week the Tax Committee heard several bills, including HF 401 (Solberg) which would require non-Minnesota based online retailers to collect sales tax if they advertise and post links on websites of companies based in Minnesota.  The author of the bill explained that it would help Minnesota’s brick and mortar businesses compete with out-of-state online retailers who do not currently pay the sales tax in Minnesota.  The Minnesota Retailers Association testified in strong support of the bill, arguing that the current tax system is not fair to Minnesota-based companies.  The testifier from the Minnesota Retailers Association also pointed out that the bill is not a tax increase on large purchases because Minnesota already imposes a use tax on individual taxpayers if their out-of-state purchases (online or otherwise) total more than $770 in a calendar year.  Several out-of-state retailers and lobbying groups submitted written testimony in opposition to the bill.  The bill was laid over for possible inclusion in the Omnibus Tax Bill. (KS)

TRANSPORTATION

Both the Policy and Finance Divisions continued to hear bills.  There were two contentious issues on the agenda:  Internet driver’s education and primary seat belt.  The bill to allow Internet classes for the classroom portion of driver’s education (not the behind the wheel part) passed Transportation Policy on a split voice vote after a vigorous debate.  It was re-referred to Education Policy with the author’s concession that the bill needed some more discussion and probably some fixes.  The primary seat belt issue was pulled from the Transportation Finance’s agenda at the author’s request.  

