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4 Topics 
Covered 
Today

Brief legislative update

An overview of the most recent state budget 
forecasts

An update on CARES Act funding for local 
governments

Options for balancing the state budget and 
how they could impact Local Government Aid 
and city budgets



Where the 
Legislature 
Stands

No bonding bill

No tax bill

No CARES Act distribution for 
local governments

June 12 special session?



Budget 
Cycle

Started July 1, 
2019

Ends June 30, 
2021



February 27, 2020 Forecast: “Budget 
Surplus Swells to $1.5 billion”

Risk factors discussed:

1. Consumer confidence

2. Financial market volatility

3. Trade policy uncertainty

4. Prolonged and widespread virus outbreak

5. 16 months remain until end of FY20-21 
biennium



3/11/20
“The Last Normal Day”



National 
Projection 
for State 
and Local 
Budgets

May 20, 2020



May 5, 2020 State Budget 
Forecast Update

•Legally required to trigger access to 
budget reserves before session ended 
May 18
• Historic and unprecedented

•Projected deficit of $2.42 billion for FY 
20-21 
• $4 billion less than February forecast 

•The budget reserve is currently at its 
highest level in the state history at 
$2.36 billion



Budget 
Forecast 
Comparison



2020 National Forecast



Revenue Impacts for FY 20-21

Individual 
Income 
Taxes

General 
Sales 
Taxes



Individual 
Income 
Taxes

•Individual income tax receipts 
projected to be $1.6 billion (6.4%) 
less than the February forecast
•However, data lags raise the 
uncertainty of this projection 
because taxpayers can delay final 
and extension payments until July 
15



General 
Sales Taxes

General Sales Tax revenue is 
projected to be $1.3 billion 
(11.2%) less than the 
February forecast.

The sales tax payment delays 
give little data on the 
reduction of state revenues 
which increases the 
uncertainty of this projection.



Uncertainty Will Persist
Varying factors that can shift the forecast up or down:
•consumer and business confidence
•business survival
•financial market volatility
•fiscal and monetary policy
•federal support
•revenue delays



Revenue and Spending
20-21 General Fund Budget

(millions)
February 2020 
Forecast

May 2020 
Projection

Revenues $48,752 $45,141
Expenditures $48,373 $48,763
Other $2,839 $2,775
Projected Balance $1,513 -$2,426



CARES Act Money for Local 
Governments

On March 27, President Trump signed 
the Coronavirus Aid, Relief, and 

Economic Security Act (CARES Act)



Basics of MN 
CARES Act 
Distribution

Sent money to each state as well as 
local governments with populations 
over 500,000

Hennepin and Ramsey Counties are the 
only MN local units of government that 
received a direct allocation through the 
CARES Act - $317 million total

Minnesota received $1.8 billion



“Should states 
receiving a 

payment transfer 
funds to local 
governments 
that did not 

receive payments 
directly from 
Treasury?”

• “Yes”
• It is more “administratively 
feasible” to rely on state to 
distribute dollars to local 
governments under 500,000

• This contemplates 45% of the 
state’s allocation



Status of CARES Money for MN 
Local Governments

Who decides? How much money 
will my city get?

When will we get 
it?



Who Decides?
Two options:

1. Legislature passes a bill

2. Walz administration going through Legislative 
Advisory Commission



No agreement on total to 
distribute

$567M? $667M? $871M?



When 
will the 
money 
come?



Restrictions and Requirements 
of CARES Act Dollars

Necessary 
expenditures due 

to COVID-19

Expenses not 
accounted for in 

most recent (as of 
March 27) state or 
local gov’t budget

Expenses incurred 
between March 1 
and December 30, 

2020



Broad 
interpretation 
of “eligible 
expenses”

For “addressing medical or public health 
needs”

For “second-order effects of emergency, such 
as by providing economic support to those 
suffering from employment or business 
interruptions due to COVID-19 related 
business closures.”

Not for revenue replacement!



Eligible Uses 
of CARES 
Money



Medical 
Expenses

Expenses of public 
hospitals, clinics, and similar 
facilities

Testing 

Emergency medical 
transportation



Public Health 
Expenses

Communication and 
enforcement of public health 
measures

Medical and protective 
supplies such as sanitizing 
products and PPE

Expenses related to 
quarantining individuals



Payroll 
Expenses for 
COVID 
Dedicated 
Employees

Applies to public safety, public 
health, health care, human 
services, and similar employees

Services must be substantially 
dedicated to mitigating or 
responding to COVID-19 
emergency

Potentially broad interpretation



Actions to 
Facilitate 
Compliance 
with Public 
Health 
Measures

Telework capabilities of 
public employees

Sick and paid family medical 
leave for public employees

Care for homeless provided 
to mitigate COVID-19



Expenses 
Associated 
with the 
Provision of 
Economic 
Supports

Grants to small businesses 
to reimburse for costs of 
business interruption

Unemployment Insurance 
Costs



Fund Accountability

Unspent funds 
need to be 

returned to the 
Department of 

Treasury

Records should be 
kept to 

demonstrate 
compliance with 

federal law



Treasury 
Guidance for 
Local 
Governments:
www.bit.ly/CaresActGuidance

(case sensitive link)

http://www.bit.ly/CaresActGuidance


Options for Balancing the State Budget



3 Potential 
Budgeting 
Options

1. Special session early this 
fall

2. Wait until 2021 session

3. Unallotment



Legislative Levers
Pass a supplemental budget 

1. Adjust spending and/or adjust revenue

2. Use the budget reserve of $2.359 billion

3. Shift timing of school payments



Late 
Summer/
Early Fall 
Special 
Session?

August budget projection 
would inform special session

Before election

With current legislature

Most likely outcome



Waiting for 
2021 
session

Few options

Little time to adjust in 6 
months

New legislature (following 
November 3, 2020 election)



Unallotment



Commissioner of MMB may use 
unallotment only after:

A balanced budget has 
been enacted into law

Commissioner of MMB has 
determined that revenues 
will be less than originally 
anticipated

Governor has approved 
the unallotment

Commissioner has sought 
advice of Legislative 
Advisory Commission



History of Unallotment Use
Source: Peter S. Wattson, Legislative History of Unallotment Power Senate Counsel (June 24, 2009). 

House Amicus Brief 2009.

Governor Fiscal 
Year Amount 

Al Quie 1981 $195 million 
Rudy Perpich 1987 $109 million 
Tim Pawlenty 2003 $278 million 
Tim Pawlenty 2009 $269 million 



LGA and Unallotment

Governor could 
reduce total to 
LGA program

Governor cannot 
target unallotment

to specific cities

Governor could 
“apply allotment 
reductions based 
on all sources of 

revenue available”



What does this 
mean for 2020 
and 2021 LGA?



Tim Walz on LGA Payments May 5, 2020



Possible Outcomes 
for LGA
•July 2020 payment
•December 2020 payment
•2021 LGA payments



CGMC has your back!

•Protecting your city budget 
• LGA
• CARES Act money

•Labor and employment support
• Webinars and emails

•Investing in recovery 
• Bonding bill
• Child care
• Small business



Questions
Use the chat function!
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