STATE OF MINNESOTA DISTRICT COURT
COUNTY OF RAMSEY SECOND JUDICIAL DISTRICT

Case Type: 14 Other Civil

Robert Camey, Jr., on behalf of himself Court File No. 62-CV-09-8663
and all others similarly situated Chief Judge Kathleen R. Gearin
Plaintiff, MEMORANDUM OF LAW IN

SUPPORT OF DEFENDANTS?

VS, MOTION TO DISMISS

OR, IN THE ALTERNATIVE,

State of Minnesota and Ward Einess, FOR SUMMARY JUDGMENT

Minnesota Commissioner of Revenue,

Defendants,

INTRODUCTION

This lawsuit challenges the executive branch’s reduction of the unexpended allotment of
the appropriation for political contribution refunds in the current biennium of July 1, 2009 to
June 30, 2011. This “unallotment” saved $10.4 million and was part of a larger set of
unallotments made under the authority of Minn, Stat. § 16A.152 (2008) to balance the State of
Minnesota’s budget for this biennium. Plaintiff Robert Carney, Jr., claims that funding for
political contribution refunds is not subject to the executive branch’s unallotment authority. He
seeks an order requiring the Commissioner of Revenue to pay the $50 refund he has requested.

Carney’s claim fails because the unallotment of funding for political contribution refunds
in this biennium was authorized by section 16A.152. This suspends any statutory obligation that
the Commissioner of Revenue otherwise would have to pay such refunds this biennium, subject
to the enactment of legislation next session restoring funding for the refunds. Because Carney’s
complaint fails as a matter of law, the Court should grant Defendants’ motion to dismiss or,

altemmatively, grant them summary judgment.



FACTS

The pertinent facts are set forth in the complaint and public records regarding matters
referenced in the complaint. Those records are submitted with this memorandum as Exhibits to
the Affidavit of John Garry.

A. The Unallotment Statute

As acknowledged in the complaint, the statute providing unallotment authority to the
executive branch is Minn. Stat. § 16A.152, which provides in relevant part as follows:

Subd. 4. Reduction.

(a) If the commissioner [of Minnesota Management and Budget] determines that

probable receipts for the general fund will be less than anticipated, and that the

amount available for the remainder of the biennium will be less than needed, the

commissioner shall, with the approval of the governor, and after consulting the

Legislative Advisory Commission, reduce the amount in the budget reserve

account as needed to balance expenditures with revenue,

(b) An additional deficit shall, with the approval of the governor, and after

consulting the legislative advisory commission, be made up by reducing

unexpended allotments of any prior appropriation or transfer. Notwithstanding

any other law to the contrary, the commissioner is empowered to defer or suspend

prior statutorily created obligations which would prevent effecting such

reductions
Minn. Stat. § 16A.152, subd. 4 (2008) (emphasis added).’

B. The Unallotment Of Funding For Political Contribution Refunds

Carney does not dispute that all the conditions of the unallotment statute were satisfied.
The MMB Commissioner, Tom Hanson, determined that probable receipts for the general fund

would be less than anticipated and that the amount available for the July 1, 2009 to June 30, 2011

biennium would be less than needed; the budget reserve account was drawn down to zero and a

! The statute’s references to the Commissioner of Finance are now to the Commissioner of
Minnesota Management and Budget (“MMB?), the agency into which Finance was merged. See
Minnesota Session Laws 2009, ch. 101, § 109 (directing revisor of statutes to make this change).



deficit of $2.676 billion remained in the general fund; Commissioner Hanson’s proposed
unallotments to eliminate this remaining deficit were approved by the Governor on July 1, 2009,
after consultation with the Legislative Advisory Commission; and Commissioner Hanson
notified the legislative budget committees of the approved unallotments within fifteen days. See
Garry Aff. Exhs. 1-7; Minn. Stat. § 16A.152, subds. 4, 6.

The unallotments included this biennium’s funding for the political contribution refund
program. Garry Aff. Exh. 6, p. 2. The program is administered by the Department of Revenue
pursuant to Minn. Stat. § 290.06, subd. 23 (2008). Under the program, Minnesota voters who
contribute money to a qualifying political candidate or party may apply annualily for a refund of
all or part of the contribution, up to $50 for an individual and $100 for a married couple. d,;
Garry Aff. Exh. 11. The amount needed to pay claims for these refunds is appropriated from the
general fund to the Revenue Commissioner. Minn. Stat. § 290.06, subd. 23(g); see also Minn.
Stat. § 16A.011, subd. 4 (2008) (defining “appropriation” as “an authorization by law to expend
or encumber an amount in the treasury”). The allotment of this appropriation for the current
biennium was $10.4 million, the amount set to pay refunds for political contributions made
between July 1, 2009, and June 30, 2011. Garry Aff. Exh. 6, p. 2; see also Minn. Stat. §
16A.011, subd. 3 (defining “allotment™ as “a limit placed by the [MMB] commissioner on the
amount to be spent or encumbered during a period of time pursuant to an appropriation”).

Because this unallotment eliminated funding for political contribution refunds in the

biennium beginning July 1, 2009, the Department of Revenue notified the public via its website,

? The unallotment of this funding did not affect the separate appropriation for the direct public
subsidy to state election campaigns that results from the check-off on income tax returns and
property tax refund returns. Minn. Stat. § 10A.31 (2008); Garry Aff. Exh. 2, p. 2, Exh. 10,



and in the 2009 application form and instructions, that refunds for political contributions in
calendar year 2009 are limited to contributions made before July 1, 2009. Garry Aff. Exhs. 8-11.

C. Carney’s Application For A Political Contribution Refund

Carney knew of and opposed the proposed unallotment of funding for refunds on political
contributions made after June 30, 2009. See www.republicancontract.com (Carney’s website).
On July 22, 2009, after the unallotment had taken effect, Carney made a $50 contribution to the
Green Party and the next day he filed an application seeking a refund of this contribution,
specifically noting that it was for a contribution made after June 30, 2009. Garry Aff, Exh. 12,

The Department of Revenue mailed Carney a notice on August 26, 2009, in response to
his application. Garry Aff. Exh. 13. The notice advises Carney that the Department cannot
process his application because, due to the unallotment, no funding is presently available to pay
refunds for contributions made between July 1, 2009, and June 30, 2011. Id. The notice further
advises Camey that if the funding for such refunds is restored in the next legislative session, the
Department will notify him and proceed to grant or deny his application. d.

Carney served this lawsuit on July 23, 2009, the same day he filed his refund application,
claiming that the unallotment of the $10.4 million in funding for political contribution refunds
was not authorized by Minn. Stat. § 16A.152. His complaint does not challenge any of the other
unallotments made by the executive branch to eliminate the State’s $2.676 billion budget deficit.

STANDARDS FOR DISMISSAL

A motion to dismiss under Minn. R. Civ. P. 12.02 for failure to state a claim is properly
granted if the complaint “does not state a cognizable claim or cause of action under the
substantive law.” 1 David F. Herr & Roger S. Haydock, Minnesota Practice § 12.9, at 366

(5th ed. 2009). The issue is whether the complaint sets forth a legally sufficient claim for relief,



which is a question of law. See, e.g., Bodah v. Lakeville Motor Express, Inc., 663 N.W.2d 550,
553 (Minn. 2003). Relevant facts alleged in the complaint are taken as true for purposes of
determining whether the complaint states a claim, but legal assertions in the complaint need not
be accepted as true. Hebert v. City of Fifty Lakes, 744 N.W .2d 226, 229, 235 (Minn. 2008); see
also Papasan v. Allain, 478 U.S. 265, 286, 106 S. Ct. 2932, 2944 (1986) (stating that on a
motion to dismiss, the court is “not bound to accept as true a legal conclusion couched as a
factual allegation™).

The public records submitted with this memorandum, Garry Affidavit Exhibits 1-15, are
properly considered by the Court on this motion to dismiss because they concern matters
referenced in the complaint — the challenged unallotment and Carney’s subsequent application
for a political contribution refund. See, e.g., Brown v. State, 617 N.W.2d 421, 424 {Minn. Ct.
App. 2000) (recognizing that court may consider such documents on motion to dismiss), rev.
denied (Minn. Nov. 21, 2000), cert. denied, 532 U.S. 995 (2001); Herr & Haydock, supra,
§ 12.9, at 369-70 (same); see also Dahl v. R.J. Reynolds Tobacco Co., 742 N.W.2d 186, 197
(Minn. Ct. App. 2007) (recognizing that court may properly consider affidavit information of a
legal nature on a motion to dismiss), rev. demied (Minn. Jan. 20, 2009). The Court’s
consideration of these public records does not convert Defendants’ motion to dismiss to a motion
for summary judgment. In re Hennepin County 1986 Recycling Bond Litig., 540 N.W.2d 494,

497 (Minn. 1995).°

* If the Court nevertheless treats this motion as one for summary judgment, Camey’s claims fail
under the summary judgment standard in Minn. R. Civ. P. 56.03, as there is no genuine dispute
regarding the material facts and Defendants are entitled to judgment under the law applicable to
those facts. See Burma v. Stransky, 357 N.W.2d 82, 89 (Minn. 1984) (reiterating this standard).



ARGUMENT
I. THE UNALLOTMENT STATUTE, MINN. STAT. § 16A.152, SuBD. 4, AUTHORIZED THE

COMMISSIONER OF MINNESOTA MANAGEMENT AND BUDGET TO ELIMINATE THIS

BIENNIUM’S $10.4 MILLION IN FUNDING FOR POLITICAL CONTRIBUTION REFUNDS,

Camey does not take issue with the executive branch invoking its unallotment authority
to avoid a budget deficit for this biennium.® Nor does Carney dispute that the unallotments for
this biennium were procedurally proper in every respect under Minn. Stat. § 16A.152. See
Rukavina, 684 N.W.2d at 533-34 (recognizing that the unallotment statute “is designed to cnable
the commissioner of [MMB], with approval of the governor and after consultation with the
legislative advisory commission, to compensate for deficits in the general fund,” first by
cxhausting “the budget reserve account” and then by reducing “unexpended allotments of any
prior appropriation or transfer”).

Carney’s only challenge is that unallotment of funding for political contribution refunds
is substantively outside the authority given by subdivision 4(b) of section 16A.152. This claim
fails under the plain language of the statute and relies on a mischaracterization of the unallotment
as retroactively denying Carney a return of excess tax payments he made to the State.

It is axiomatic that courts may not disregard the plain meaning of the words of a statute.
See Hyatt v. Anoka Police Dep’t, 691 N.W.2d 824, 827-28 (Minn. 2005) (reiterating and
adhering to this fundamental rule); Rukavina, 684 N.W.2d at 533 (holding that “the plain
language” of section 16A.152, subdivision 4(b), authorized the challenged $49 million reduction

of the allotment to the Minnesota Minerals 21st Century Fund in the 2001-03 biennium).

* The unallotment statute has been held constitutional by the Minnesota Court of Appeals.
Rukavina v. Pawlenty, 684 N.W .2d 525, 535 (Minn. Ct. App. 2004), rev. denied (Minn. Oct. 19,
2004); see also Minnesota Fed'n of Teachers v. Quie, No. 447358 (Second Jud. Dist. Feb. 27,
1981) (upholding constitutionality of prior version of the statute) (Exhibit 15 to Garry Affidavit).



Under the statute’s express terms, the executive branch’s unaliotment authority applies to
“any prior appropriation or transfer.” Minn. Stat. § 16A.152, subd. 4(b) (emphasis added). “The
word ‘any’ is given broad application in statutes.” Hyart, 691 N.W.2d at 826. Inserting the
modifier “any” demonstrates a legislative “intent to be inclusive, not restrictive.” In re PERA
Police & Fire Plan Line of Duty Disability Benefits of Brittain, 724 N.W.2d 512, 519 (Minn.
2000); see also, e.g., United States ex rel. Barajas v. United States, 258 F.3d 1004, 1011 (9th
Cir. 2001) (“The term ‘any’ is generally used to indicate lack of restrictions or limitations on the
term modified.”}.

Given the inclusive meaning of “any,” the legislature certainly did not exempt
appropriations for the political contribution refund program by giving the executive branch
unallotment authority as to “any prior appropriation or transfer.” See Rukavina, 684 N.W.2d at
534 (rejecting challenge to unallotment of an unexpended transfer from the general fund because
the language of section 16A.152, subdivision 4(b), “clearly indicates a legislative intention to
reach any” such transfers without exception); see also Unallotment: Executive Branch Power to
Reduce Spending to Avoid a Deficit, at p. 5 (House Research Department, Mar. 2008),
(recognizing that “[n]o programs are exempt from the unallotment authority” and “[njo
maximum percentage limits how much the commissioner can cut from any program”) (footnote
omitted), available at www.house.leg.state.mn.us/hrd/topics.asp?topic=18.  Simply put, the
statute’s plain language does not give the political contribution refund program a preference that
exempts it from unallotment while leaving all other executive branch programs subject to
funding cuts to balance the State’s budget.

This plain reading of the statute is confirmed if legislative history is considered. As

noted by the House Research Department, the legislature has at times enacted provisions that



specifically excluded certain programs from unallotment or limited the extent to which they
could be unalloted. See Unallotment, supra, at pp. 5-6 n.11, p. 10 & n.30 (discussing Minnesota
Session Laws 1st Sp. Sess. 1993, ch. 4, § 2, and Minnesota Session Laws 1981, ch. 1, § 2). Such
measures were necessary only because the unallotment statute itself exempts no particular
programs from funding reductions, including the political contribution refund program.

Carney’s challenge rests on the false notion that the unallotment of funding for political
contribution refunds retroactively denies him a refund of tax overpayments. The political
contribution refund program is administered by the Department of Revenue but it is a campaign-
financing assistance program, not a tax program such as individual income taxes. See Minn.
Stat. § 270C.01, subd. 10 (2008) (defining “tax™ as “a tax or fee imposed by a law administered
by the commissioner fof revenue]”). The refunds are not for the applicant’s payment of taxes or
fees imposed by state law but for qualifying contributions made to political candidates or parties.
Minn. Stat. § 290.06, subd. 23 (2008). Moreover, the challenged unallotment is entirely
prospective, as it does not apply to the funding of refunds for contributions made before its
effective date of July 1, 2009. Thus, contrary to Carney’s contention, this case does not present
the question of whether the executive branch can lawfully unallot funds appropriated to pay
refunds for past tax payments.

In sum, Minn, Stat. § 16A.152, subd. 4(b), plainly authorized the MMB Commissioner to
eliminate the $10.4 million in funding for political contribution refunds this biennium as part of
the unallotments made to balance the State’s budget deficit of over two billion dollars. There is
no basis to conclude that the legislature exempted this particular program from unallotment such

that the $10.4 million reduction must come instead from other programs to avoid a deficit.



II. BECAUSE THE UNALLOTMENT OF FUNDING FOR POLITICAL CONTRIBUTION REFUNDS

WaAS PROPER UNDER MINN. STAT. § 16A.152, SUBD. 4, NO OTHER STATUTE REQUIRES

THE COMMISSIONER OF REVENUE TO PAY PLAINTIFE’S REQUESTED REFUND.

Carney also contends that the Revenue Commissioner is violating Minn. Stat. §§ 290.06
and 270C.435 (2008) by not paying his requested political contribution refund. This claim fails
because the unallotment statute preempts any conflicting statutory obli gation to pay.

After its provision authorizing reductions of “any” prior appropriations, the unallotment
statute states: “Notwithstanding any other law to the contrary, the [MMB] commissioner is
empowered to defer or suspend prior statutorily created obligations which would prevent
effecting such reductions.” Minn. Stat. § 16A.152, subd. 4(b) (emphasis added). This
“notwithstanding” clause plainly means that an authorized unallotment by the MMB
Commissioner overrides any statutory payment obligation that would otherwise prevent the
spending reduction from being implemented. See Breza v. City of Minnetrista, 725 N.W.2d 106,
113-14 (Minn. 2006) (recognizing that the plain meaning of the phrase “notwithstanding any
other law to the contrary” in a statutory provision is the preemption of all other law on the issue
addressed by the provision); see also, e.g., Roach v. Lee, 369 F. Supp.2d 1194, 1198-99 (C.D.
Cal. 2005) (recognizing that the phrase “notwithstanding any other provision of law” is “a term
of art that expresses a legislative intent to have the specific statute control despite the existence
of other law which might otherwise govern™; in other words, the phrase “evidences the
legislative intent to override all contrary law”) (citations omitted).

Thus, as made clear by the “notwithstanding” clause, the unallotment of funding for
political contribution refunds in this biennium necessarily trumps the Revenue Commissioner’s
obligation to pay those refunds under Minn. Stat. § 290.06, subd. 23. The Commissioner is

therefore not violating section 290.06 by failing to pay Carney’s requested refund.



If considered, the legislative history reinforces this plain meaning of the unallotment
statute’s “notwithstanding” clause. The clause was added to the statute in 1987. Minnesota
Session Laws 1987, ch. 268, art. 18, § 1. Statements by legislators and legislative counsel
explained that the clause was meant to clarify the statute’s broad application. Garry Aff. Exh.
14; see also Legislative History of Unallotment Power, at p. 10 (Senate Counsel, June 29, 2009)
(stating that the addition of the clause “was intended to clarify that, just because a statutory
formula said, for example, that a school district was entitled to be paid aid of so many dollars per
student, that did not mean the aid allotment could not be reduced”), available at
www.senate.leg state. mn.us/departments/scr/treatise. Thus, the aim of the “notwithstanding”
clause is to confirm that the statute’s reference to “any” prior appropriations includes those for
which an existing law would otherwise require the appropriated amount to be spent.

The unallotment of this biennium’s funding for political contribution refunds is not an
impermissible executive-branch repeal of section 290.06’s provision for payment of such
refunds, as Carney seems to assert. Under the unallotment statute’s “notwithstanding” clause,
the unallotment does not repeal the statutory obligation to pay political contribution refunds, but
only “suspends” it for the duration of this biennium, subject to the enactment of legislation
restoring the funding to pay refunds in this biennium. Carney wrongly suggests that refunds for
political contributions must somehow be paid in this bicnnium under section 290.06, even if the
legislature does not act next session to restore the unalloted funding. To accept this view would
render the “notwithstanding” clause a nullity by effectively prohibiting unallotment as to any
appropriation for which there is an existing statute requiring the appropriated amount to be spent.

Equally unfounded is Carney’s claim that the unallotment is barred by section 270C.435,

which states: “No amount of a tax refund or other payment payable by the commissioner [of

10



revenue] to a taxpayer is assignable or subject to execution, levy, attachment, garnishment, lien
foreclosure, or other legal process, except as specifically provided by law.” Minn. Stat. §
270C.435 (2008) (emphasis added). Even if this statute could obligate the Commissioner to pay
Carney’s requested political contribution refund, it is superseded under the unallotment statute’s
“notwithstanding” clause, just as section 290.06’s express provision for payment of such refunds.

Moreover, section 270C.435’s exemption of a “payment payable” by the Revenue
Commissioner from “other legal process” does not otherwise apply to the challenged
unallotment, for at least two reasons. First, unallotment is not an order or other “process” issued
by a court. See Black’s Law Dictionary, p. 1205 (6th ed. 1990) (stating that the term “legal
process” means “a summons, writ, warrant, mandate, or other process 1ssuing from a court”); see
also, e.g., Minn. Stat. §§ 64B.18, 352.965, subd. 8, 356.401, subd. 1, 423A.16 (2008) (using
same stock phrase “other legal process” in conjunction with court-ordered processes of
execution, levy, etc.). This protection from legal process is clearly directed at creditor remedies,
not unallotment of funding. Second, at the time of the unallotment, July 1, 2009, there was no
political contribution refund “payable” by the Revenue Commissioner to Carney because Camey
had not yet made a political contribution. The contribution for which he seeks a refund was not
made until July 22, 2009, after the unallotment of funding had already taken effect. In short,
section 270C.435 simply cannot be read as preventing executive branch action that is not court-
ordered process and affects only an asserted right to payment that has not even arisen.

Lastly, Carney inexplicably asserts that the Revenue Commissioner is violating section
290.06’s requirement to “make copies of the [application] form available to the public and
candidates upon request.” Minn. Stat. § 290.06, subd. 23(d); see alse id. subd. 23(a) (providing

that the Revenue Commissioner prescribes the application form for political contribution

11



refunds). The form is obviously being provided, as Camney used it for his application, see Garry
Aff. Exhs. 11-12, and it is posted with the application instructions on the Revenue Department’s
website, www.taxes.state. mn.us. It appears Carney’s real objection is to the form’s indication
that refunds in calendar year 2009 are limited to contributions made before July 1, 2009. Garry
Aff. Exh. 11. This simply reflects that no funding is presently available to pay refunds this
biennium, subject to the legislature restoring all or part of that unalloted funding,

[n sum, Carney’s contention that the Revenue Commissioner is violating sections 290.06
and 270C.435 fails because it depends on Carney’s meritless claim that funding for political
contribution refunds is exempt from the unallotment statute, section 16A.152. Because the
challenged unallotment was authorized under subdivision 4(b) of section 16A.152, any statutory
obligation to pay political contribution refunds is necessarily suspended for the current biennium,
subject to the enactment of legislation restoring all or part of the funding for this period.

CONCLUSION

For the foregoing reasons, Defendants respectfully request that the Court grant their

motion to dismiss Plaintiff’s complaint.

Dated: September 15, 2009 Respectfully submitted,

LORI SWANSON
Attorney General
State of Minnesota

JOHN S. GARRY'
Assistant Attorney General

Atty. Reg. No. 208899

445 Minnesota Street, Suite 1100
St. Paul, Minnesota 55101-2128
(651) 282-5719

ATTORNEYS FOR DEFENDANTS
AG: #2506879-v1
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STATE OF MINNESOTA DISTRICT COURT
COUNTY OF RAMSEY SECOND JUDICIAL DISTRICT

Case Type: 14 Other Civil

Robert Carney, Jr., on behalf of himself Court File No. 62-CV-09-8663
and all others similarly situated Chief Judge Kathleen R. Gearin
Plaintiff,
A [PROPOSED] ORDER
DISMISSING COMPLAINT

State of Minnesota and Ward Einess,
Minnesota Commissioner of Revenue,

Defendants.

The above-entitled matter came on for hearing before the Honorable Kathleen R. Gearin,
Chief Judge of Ramsey County District Court, on October 13, 2009, on Defendants’ motion to
dismiss and Plaintiff’s motion for a temporary injunction. Assistant Attorney General John S.
Garry appeared on behalf of Defendants. Karl L. Cambronne, Esq., appeared on behalf of
Plaintiff.

Based upon the files, records and proceedings herein, including the arguments of counsel,

IT IS HEREBY ORDERED:

1. Defendants’ motion to dismiss is granted.

2. Plaintiff’s motion for a temporary injunction is denied.
3. Plaintiff’s complaint is dismissed with prejudice.

LET JUDGMENT BE ENTERED ACCORDINGLY.

Dated: , 2009

KATHLEEN R. GEARIN
Chief Judge of District Court



STATE OF MINNESOTA DISTRICT COURT

COUNTY OF RAMSEY SECOND JUDICIAL DISTRICT

Case Type: 14 Other Civil

Robert Carney, Jr., on behalf of himself Court File No. 62-CV-09-8663

and all others similarly situated Chief Judge Kathleen R. Gearin
Plaintiff,

Vs. AFFIDAVIT OF JOHN GARRY

State of Minnesota and Ward Einess,
Minnesota Commissioner of Revenue,

Defendants.

STATE OF MINNESOTA )

) ss,

COUNTY OF RAMSEY )

JOHN GARRY, being first duly sworn, states that:

1. [ am an Assistant Attorney General with the Minnesota Attorney General’s Office

and represent the Defendants in this lawsuit.

2, Attached hereto as Exhibits are copies of the following public records regarding

matters referenced in the Plaintiff’s complaint:

Exhibit 1;

Exhibit 2:

Exhibit 3:

Letter dated June 4, 2009, from the Commissioner of Minnesota
Management and Budget (“MMB”), Tom Hanson, to Governor Tim
Pawlenty.

Letter and attached report dated June 16, 2009, from Commissioner
Hanson to Governor Pawlenty, posted on the MMB website,
www.finance.state.mn. us.

Letter dated June 25, 2009, with attached appendices, from Commissioner
Hanson to the Legislative Advisory Commission, posted on the MMB
website.



Exhibit 4:

Exhibit §:

Exhibit 6:

Exhibit 7:

Exhibit 8:

Exhibit 9:

Exhibit 10:

Exhibit 11:

Exhibit 12:

Exhibit 13:

Exhibit 14:

Exhibit 15:

Letter dated June 29, 2009, from Commissioner Hanson to the Legislative
Advisory Commission, posted on the MMB website.

Letter of approval dated July 1, 2009, from Governor Pawlenty to
Commissioner Hanson.

Notice of Approved Unallotments and Administrative Actions, dated
July 1, 2009, posted on the MMB website.

Letter notice dated July 16, 2009, from Commissioner Hanson to
legislative committees regarding allotment reductions, with attached
summary, posted on the MMB website.

Information regarding political contribution refunds posted on the website
of the Minnesota Department of Revenue (“Revenue”),
www.faxes.state.mn. us.

Memorandum dated June 18, 2009, from Beth Kadoun, Assistant Revenue
Commissioner, to Interested Persons, posted on the Revenue website.,

Memorandum dated June 16, 2009, from Gary Goldsmith, Executive
Director of the Minnesota Campaign Finance and Public Disclosure
Board, to Interested Persons, posted on the Revenue website.

2009 application form for political contribution refunds, and
accompanying instructions, posted on the Revenue website.

Application for a political contribution refund, and accompanying political
contribution receipt, submitted by Plaintiff Robert Carney to Revenue on
July 23, 2009 (with Mr. Carney’s Social Security Number, bank account
information, telephone number, and street address redacted).

Notice from Revenue to Plaintiff Carney dated August 26, 2009 (with Mr.
Camney’s street address redacted), regarding his application for a political
contribution refund, with attached letter dated August 6, 2009, from
Commissioner Hanson to Revenue Commissioner Ward Einess.

Affidavit of Cynthia O. Ransom regarding legislative history, with
attached exhibits, filed in Rukavina v Pawlenty, No. C1-03-2239 (Second
Jud. Dist. 2003).

Findings of Fact, Conclusions of Law, and Order for Judgment, Minnesota
Fed'n of Teachers v. Quie, No. 447358 (Second Jud. Dist. Feb. 27, 1981).



FURTHER YOUR AFFIANT SAYETH NOT.

Y (o~

YOHN GARRY'

Subscribed and sworn to before me on
this 15th day of September, 2009.

QPR LINDA A RATAY
22NN OTARY PUBLIC - MINESOTA
MY COMMISSION
EXPIRES JAN. 31,2010

AG: #2500209-v1
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MINNESOTA
IManagement

&Budget

June 4, 2009

Governor Tim Pawlenty

Office of the Governor

130 State Capitol

75 Rev. Dr. Martin Luther King Jr. Blvd.
St. Paul, MN 55155

Dear Governor Pawlenty:

The purpose of this letter is to advise you that the state’s revenues are not anticipated to be sufficient to
support planned spending in the upcoming biennium. Iexpect that the spending authorized for the
2010-11 biennium will exceed revenues by $2.7 billion.

T have determined, as defined in Minnesota Statutes 16A.,152, that “probable receipts for the general
fund will be less than anticipated, and that the amount available for the remainder of the [2010-2011]
biennium will be less than needed.” Several factors, including those listed below, have led me to this
determination. ‘

The February 2009 forecast showed declining revenues leading to a projected $4.6 billion general fund
shortfall for FY 2010-11. Projected revenues for the biennium were $30,7 billion ~ $1.2 billion less
than anticipated in the November 2008 forecast — while projected expenditures were $35.5 billion,
Although recently enacted spending changes have reduced anticipated spending levels, a $2.7 billion
shortfall still remains after considering all bills passed by the Legislature and signed into law by the
Governhor,

I do not find sufficient evidence to suggest that our budget outlook for the upcoming biennium will
improve with new information. The national economy has worsened since the February forecast and
other forecasters generally concur with this outlook. Our national economic forecaster, Global
Insights, suggests that Minnesota and the rest of the nation are in the midst of a lengthy economic
downturn,

’

Our state’s revenue collections reflect this weakened economy and are not matching expectations.

Year to date receipts for FY 2009 are down $70.3 million compared to the February forecast. Near ly
all major tevenue categories have collected less than anticipated.

Unfortunatcly, the state does not have other available funds to cover lower revenue collections. The
budget reserve was drawn down to zero last year and no other additional resources are avatlable.
Therefore, at the beginning of the next fiscal year, it will be necessary to reduce allotments of

400 Centeuntal Building o 658 Cedus Sireet o S0 Paud, Minngsaty 551535
Voice: (H51} 204-5000 « Lz (G51) 296-8685 o “I°TY: 1-Bi0-627-3529
) An Fgual Opportunity Employet

Garry Affidavit
No. 62-CV-09-8663
Exhibit 1



Governor Tim Pawlenty
June 4, 2009
Page 2

appropriations or transfers for FY 2010-11. Iwill seek your approval to take this action in a future
communication,

Our department will continue to monitor the economic and revenue outlook in the coming months,

Sincerely,

A e

fom J k/bquy
Tom J. Hanson
Commissioner

cc: Speaker Margaret Anderson Kelliher
Senate Majority Leader Larry Pogemiller
Senate Minority Leader David Senjem
House Minority Leader Marty Seifert
Legislators

40 Ceatennial Ruilling « 638 Cedar Stieet o 8L Paul, Miancsaia §5153
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MINNESOTA
Management

& Budget

June 16, 2009

Governor Tim Pawlenty

Office of the Governor

130 State Capitol

75 Rev. Dr. Martin Luther King, Jr. Blvd.
St. Paul, MN 55155

Dear Governor Pawlenty:

The purpose of this letter is to inform you of reductions necessary to balance the state’s general fund
budget for the upcoming biennium. Based on the recently completed general fund statement, the
enacted budget spends a projected $2.676 billion more than available for fiscal years 2010-11. No
budget reserve remains to help mitigate this shortfall.

I have prepared a list of proposed unallotments and other administrative actions to balance the 2010-11
budget. 1have also called a Legislative Advisory Commission meeting for later this week and, with
your concurrence, will present these items for discussion. This list of reductions includes ideas
proposed by your cabinet and from stakeholder groups and citizens.

Reductions identified demonstrate a targeted approached to resolving the deficit. In many instances,
the proposed reductions are less than the reductions in your FY 2010-11 budget recommendations.

Major elements of the proposed plan are presented below. A detailed report outlining each proposed
reduction is provided as an attachment to this letter,

*  $300 million Reduction of local aids and credits

+  $67 million Reduction of refunds and other payments

¢ $236 million Reduction in human services spending

*  $100 million Reduction in higher education appropriations

¢ 333 million Reduction in most state agency operating budgets
¢ $1.77 billion K-12 payment deferrals and adjustments

¢ $169 million Administrative actions

Local Aids and Credits - $300 million

State aids and credits to cities and counties are proposed to be reduced by $300 million. The reductions
would be split so that 1/3 is reduced in FY 2010 and the balance in FY 2011.
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