m MANAGEMENT
AND BUDGET

April 13, 2026

Chair Xiong and Senate State and Local Government Committee Members:

Thank you, Chair Xiong, for authoring SF 5088, the Governor’s supplemental budget recommendations for the
state and local government committee, and thank you, committee members, for your thoughtful consideration
of this bill. Each provision listed below describes the Governor’s recommendations for Minnesota Management
and Budget (MMB). Chair Xiong, | also appreciate your authorship of SF 4932, which separately contains
provisions 2 and 3.

1. Increase Capacity within MMB'’s Internal Controls and Accountability and Statewide Internal Audit Units

The Governor recommends a comprehensive legislative package aimed at preventing, detecting, and
investigating fraud, increasing capacity for oversight and improved internal controls, and providing greater
agency efficiency. One proposal included in this bill provides $1.726 million in FY 2026 and $2.301 million each
year thereafter for an additional 15 FTE for statewide internal control specialists and internal auditors within
MMB. This additional staffing capacity will allow MMB to take a more active role with state agencies to design
and implement corrective action plans and other internal control improvements within their operations and
state programs, including the implementation of Office of Legislative Auditor (OLA) audit recommendations. It
will also allow MMB to deploy internal auditors to test the operating effectiveness of these corrective actions.
This would move the state government enterprise beyond the current self-attestation model and allow for
ongoing independent validation of state agencies’ implementations of OLA audit recommendations and other
internal control improvements. Director of Program Integrity Tim O’Malley's recently released the Program
Integrity Roadmap, and pillar 9 contains a consistent recommendation to expand MMB’s oversight and
verification capacity including auditors.

2. Cash Transaction Rounding Authority

The federal government stopped minting new pennies in November 2025. The Federal Reserve stated that it
would continue to recirculate pennies for “as long as possible.” However, the penny supply shortage has
accelerated much faster than anticipated. State agencies are beginning to report that they are either out or near
the end of their supply, and that our banking partners are unable to supply additional pennies.

There are no federal regulations on cash transaction rounding rules, and statements from the U.S. Department of
Treasury have noted that states will approach this issue differently based on unique considerations. Retailers and
other private entities have implemented rounding rules for cash transactions on an individual basis. However,
without specific legal authority, state agencies may not accept or provide anything other than exact amounts
when entering into cash transactions.
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This bill authorizes agencies to round cash transactions as provided by the framework in the bill, which is known
as the symmetrical rounding method. This authority also extends entities that engage in cash transactions on
behalf of the state, such as deputy registrars. As the bill makes clear, rounding would only be applied to cash
transactions and not other forms of payment. The bill also requires that the rounding policy be posted at
locations where cash transactions occur.

3. SEGIP High Deductible Health Plan Flexibility

The State Employee Group Insurance Program (SEGIP) provides insurance benefits to approximately 131,000
state employees, dependents, and retirees annually in all three branches of state government, Minnesota State,
and certain quasi-state agencies. Current law requires MMB to offer a high deductible health plan for employees
in two executive branch compensation plans: Non-represented and Managerial. This proposal would allow the
option to not offer a separate high deductible health plan for those employees.

SEGIP’s high deductible health plan has never had high enroliment. Collective bargaining agreements do not
allow represented employees to enroll in the high deductible plan. This means that significant staff time and
resources are devoted annually to operate a separate plan for a very small proportion of employees.

There are currently 264 total employees enrolled in SEGIP’s high deductible health plan, less than one percent of
SEGIP’s overall membership, only 89 of whom participate in the two compensation plans that are required to
offer the high deductible option.

If MMB ceased offering the high deductible plan, those employees’ medical coverage would shift to the
Minnesota Advantage Health Plan, where all other SEGIP members are enrolled, at the same monthly premium
rate to the employee. In advance of making any decision about the high deductible plan, MMB would
communicate in detail with affected employees.

Thank you, committee members, for your consideration of these important provisions. | look forward to
continued work with you in the remaining weeks of session.

Sincerely,

Erin Campbell
Commissioner
Minnesota Management & Budget



