
3169 LAWS of MINNESOTA for 1989 Ch. 352 

Sec. 20. EFFECTIVE DATE. 
Section § i_s effective th_e Q! following final enactment. 
Presented to the governor May 26, 1989 
Signed by the governor May 26, 1989, 6:20 p.m. 

CHAPTER 352-—H.F.No. 1443 
An act relating to government operations; regulating purchasing from small businesses; 

appropriating money; amending Minnesota Statutes 1988, sections 1619.189; 16B.19; 16B.20, 
subdivision 2,‘ 1613.21; I6B.22; 1 16.1.68, subdivision 1; 136.27; 136.72; 137.31, subdivisions 4, 
6, and by adding a subdivision: 161.321, subdivisions 2, 3, and 6; 161.3211; 241.27, subdivi- 
sion 2; 4 71. 345, subdivision 8; 473.142; 645.445, subdivision 5; proposing coding in Minneso- 
ta Statutes, chapter 161?; repealing Minnesota Statutes 1988, sections 137.31, subdivision 3; 
4 73. 406; and Laws 1984, chapter 654, article 2, section 49. 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MINNESOTA: 
Section 1. SMALL BUSINESS PROCUREMENTS COMMISSION. 
Subdivision _1_: CREATION. A small business procurements commission i_s 

created rp study Qt; small business procurement programs r1_1_ Minnesota Stat- 
utes, sections 16B.l89; 16B.l9, subdivisici 2, 4, 5, :_1_1_1_d 6; 16B.21, subdivision 
_2_; 16B.22; 116J.68, subdivisionl; 136.27; 136.72; 137.31, subdivision; 161.321, 
subdivisions 2, 3, $1 6; 241.27, subdivision _2_‘, 471.345, subdivision §_; 473.142; 
473.406, subdivisions _1_, 2, 4, 5, $1 6', gig 645.445, subdivision Q order t_o 
propose amendments rg @ conform gig programs t_o recent United States 
Supreme Court decisions. llrg commission & §tpp_s_ t_g gr 

(_1_) assure that minority and women’s businesses and organizations know o_f 
i_t§ existence and purpose; 

(_2_) determine tl1_e existence and extent o_f discrimination Q Minnesota busi- 
ness, trade, and industry; 

‘Q1 recommend app’ ropriate statutory gr regulatory changes; and 

L4) recommend programs targeted rp small businesses i_1r need pf assistance. 

Subd. A MEMBERSHIP. Lite commission shall consist o_f _1_1_ members: 
t_l_1_rge members, E o_f which sfl Q o_f E minority caucus pf pig house o_f 
representatives appointed py rpp speaker, three members, E o_f which L11 Q 
o_f E minority caucus 9_frfi senate appointed py _th_e committee Q committees; ‘mi members appointed‘ py flip governor; £1 tw_o members rrpp ’th_e socially g economically disadvantaged community appointed py rhp commissioner pf 
administration. ;l"_l_1_c_2 attorney general g 3113 attorney general’s designee _s_l_1_a_._11 
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nate particular procurements shall not be deemed to prohibit or discourage 
small businesses from seeking the procurement award through the normal solici- 
tation and bidding processes. 

Subd. _1_a_; SMALL BUSINESS. Egg purposes 9_f sections 16B.189 tp 16B.22, 
“small business” means Q small business, gs defined Q section 645.445, with it_s 
principal place o_f business Q Minnesota. 

Subd. 2. CONSULTANT, PROFESSIONAL AND TECHNICAL PRO- 
CUREMENTS. Every state agency shall for each fiscal year designate for award- 
ing to small businesses with their principal plaee of business in Minnesota at 
least 25 percent of the value of anticipated procurements of that agency for 
consultant services or professional and technical services. The set-aside under 
this subdivision is in addition to that provided by subdivision 1, but shall 
otherwise comply with section l6B.l7. At least six percent of all these procure- 
menmfereensukantsefiéeesorproiessienelorteehnieelsefiéeessheflbeset 

advantaged persons: 

Subd. 3. NEGOTIATED PRICE OR BID CONTRACT. The commission- 
er may elect to use either a negotiated price or bid contract procedure as may be 
appropriate in the awarding of a procurement contract under the set-aside or 
preference program established in sections l6B.l9 to 16B.22. The amount of an 
award may not exceed by more than live percent the commissioner’s estimated 
price for the goods or services, if they were to be purchased on the open market 
and not under this set—aside program. Surety bonds guaranteed by the federal 
Small Business Administration and second party bonds are acceptable security 
for a construction award under this section. “Second party bond” means a bond 
which t_h:_1_t_ designates as principal, guarantor, or both, a person or persons in 
addition to the person to whom the contract is proposed for award. 

Subd. 4. DETERMINATION OF ABILITY TO PERFORM. Before mak- 
ing an award under the set—aside or preference programs established Q subdivi- E Q for economically disadvantaged small businesses owned and operated by 
socially or eeonomieally disadvantaged persons, the commissioner shall evaluate 
whether the small business scheduled to receive the award is able to perform the 
contract. This determination shall include consideration of production and 
financial capacity and technical‘ competence. 

Subd. 5. CERTAIN SMALL BUSINESS PREFERENCES AN-B SET- 
AS}DES.AHeastninepereentefthe¥alueofeHpmeurementsshaHbeawarded; 
ifpemibIe;ferawwdtobusinessesowméandoper&tedbysoeiallyoreeonemi- 

persensesdefineelinseetion' 645-445.
' 

plaeeofbusinessinlt/Linneseta: 
proeurementsinamannerehatwflleneoamgepmportionaléistributionofsee 

gmgraphiefldistribofienofsevasideawardsgtheeommissionermaydesigmwa 
eefiionofthesetmsideforsmallbusiaemesownedandooeratedbysoeiallyor 
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disadyanteged persons for award te bidders from a speei-fled eon- 

s-nd shall report annually te the governmental eperet-ieas eemmittees ef the 

¥ereaebagealefninepereene+heeemmissienermustsetasideatleast%hree 
pereentefabpreeuremeatsferbiddingenlybysmahbusinessesewnedand 
operated by seei-ally er eeenemieal-ly disadvantaged persons; may Il_1_e ggnlis 
sioner gall award a five percent preference in the amount bid on seleeted a_ll 
state procurements to economically disadvantaged small businesses ewned and 
operated by seeially er eeenernieelly disadyaritaged persons; er may utilize any 

Qf economically disadvantaged small businesses i_n state procurement. I-n the 
event small businesses owned and eperated by seei-ally er eeeneaa-ieally disad- 
yantagedpersemareunableteperfermatleastninepereenteftheyalueefefl 
procurements; the eernmissiener shall award the remainder to other small busi- 
nesses: At least 59 7_5 percent of the value of the procurements awarded to 
economically disadvantaggl small businesses owned and eperated by seeially er 

disadvantaged persens shall actually be performed by the 
business to which the award is. made or another economically ‘disadvantaged 
small business ewned and eperated by a seeially er eeeneni-ies-1-ly disadvantaged 
perseaerpersens: 
efanyeemmedityelawfersekasideerprefereneeawardsmbusinessesewaed 
and eperated by seeially er eeeriem-ieally disadyariteged persons: A Q; egg 
ically disadvantaged small business ewned and eperated by or eeenemi- 
eally disadya-ntaged persons that has been awarded more than three—tenths of 
one percent of the value of the total anticipated procurements for a fiscal year 
under this subdivision is disqualified from receiving further set-aside or prefer- 
ence advantages for that fiscal year. 

Subd. 6. CONTRACTS IN EXCESS OF $200,000; £3; 
CONTRACTS. The commissioner‘, as a condition of awarding state procure- 
ments for construction contracts or approving contracts for consultant, professional, 
or technical services pursuant to under section 16B.l7 in excess of $200,000, 
shsflrequireshatatleasttenpereenteftheeenfiaetawardteapémeeenfiaaer 
besubeontraemdteabusinessewnedandeperatedbyaseéallyereeemmieally 
disadyantagedpersenerpersenserthatatleasttenpereenteftheeentrset 
award be expended in purehasing raster-ials er supplies frees said person 
erpersc-ms: I-frhereisneseeiallyereeenemieallydisadvantegedpersener 
pefiemerethersmaflbusinessesabletepeidbrmthesubeentraeterteprewéde 
thesupphesermaterialsgtheeenstmefienemstmetereentraetfereensubane 
prefessieaaherteebnieelsendeesmaybemmrdednetwirhsmndingthetenpee 

sueheentfaetsawardedertebeawa-rdedbyt-hesan=:eegeney= Anysubeentraeb 
ingerpembasingefsupphesandmatefialspursuanttetbissubdhdsienmaynet 

siens—l—,2;and§: I-ntheeyentsmallbusiaessesewnedandeperetedbyseeially 
andeeenemieallydisadyantagedpemeasareunabletepeiébrmtenpereentef 
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nessespeifonnatleasttenpereentoftheprimeeontraotawardr 

nomieaflydisadmnragedpemonsaremaabletoperformarleasttenpereentof 
rheprimeeontmetawardprbrtorhead¥eHisrng#orbids_n;ays;ag9a1§which 
reguire Lil; the prime contractor subcontract a portion o_f th_e contract t_o_ e_c9; 
nomically disadvantaged small businesses. Each construction contractor bidding 
on a project over $200,000 gr; which this subcontracting,i_s, reguired shall submit 
with the bid a list of the economically disadvantaged small businesses ow-nod 
andoperatedbyseeiallyoreeonomieaflydisadvantagedpersonsthat are pro- 
posed to be utilized on the project with a statement indicating the portion of the 
total bid to be performed by each business. The commissioner shall reject any 
bid to which this subdivision applies that does not contain this information. 
Prime contractors receiving construction contract awards in excess of $200,000 
shall furnish to the commissioner the name of each business owned and oper- 
ated by a socially or economically disadvantaged person or persons or other 
small business that is performing work or supplying supplies and materials on 
the prime contract and the dollar amount of the work performed or to be 
performed or the supplies and materials to be supplied. Once the contract has 
been awarded, the prime contractor must use the soeiall-y and economically 
disadvantaged §_n;a_ll business subcontractors proposed to be utilized on the 
project, unless the subcontractors are unable to perform in accordance with the 
award. 

This subdivision does not apply to prime contractors that_are themselves 
economically disadvantaged small businesses owned and operated by soeially or 

disadvantaged persons, as duly certified pursuant to under section 
16B.22. 

Subd: -8: —R—EG9URSE 5139 9511!-IER BUSINESSES: In the event that subdi- 
~dsions+to6donotoperatetoe9&endaeontrsetwwardtoasmaHbusinessthe 

additional state procurements eorresponding in approximate value to the eon- 
traet unable to be awarded pursuant to -1- to 6: 

Subd. 9. PROCUREMENT PROCEDURES. All laws and rules pertaining 
to solicitations, bid evaluations, contract awards, and other procurement matters 
apply equally to procurements designated for small businesses. In the event of 
conflict with other rules, section 16B.18 and rules adopted under it govern, if 
section 16B.18 applies. If it does not apply, sections 16B.19 to 16B.22 and rules 
adopted under those sections govern. 

_Sub_d. 10. APPLICABILITY. This section does not apply to construction 
contracts or contracts for consultant, professional, or technical services pursuant 
to under section 16B.l7 which that are financed in whole or in part with federal 
funds and wlaieh E are subject to federal disadvantaged business enterprise 
regulations. 
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Sec. 4. Minnesota Statutes 1988, section l6B.20, subdivision 2, is amended 
to read: 

Subd. 2. ADVISORY COUNCIL. A small business procurement advisory 
council is created. The council consists of 13 members appointed by the‘com— 
missioner of administration. A chair of the advisory council shall be elected 
from among the members. The appointments are subject to the appointments 
program provided by section 15.0597. .The terms; compensation, and removal 
of members are as provided in section 15.059; but members do not reeei-ve per 

Sec. 5. Minnesota Statutes 1988, section 163.21, is amended to read: 

_ 

16B.21 REPORTS. 
Subdivision 1. COMMISSIONER OF ADMINISTRATION. The commis- 

sioner shall submit an annual report pursuant to section 3.195 to the governor 
and the legislature with a copy to the commissioner of trade and economic 
development indicating the progress being made toward the objectives and goals 
of sections l6B.l.9 to 16B.22 during. the preceding fiscal year. The commission- 
er shall also submit a quarterly report to the small business procurement adviso- 
ry council. ,These reports shall include the following information: 

(1) the total dollar value and number of potential set-aside awards identified 
during this period and the percentage of total state procurement this figure 
reflects; 

(2) the number of small businesses identified by and responding to the 
set-aside 111 business procurement program, the total dollar value and number 
of set-aside E contracts actua_lly_awarded to small businesses with appro- 
pfiatedesignetionastethetotelnumberandvalueofsefiasideeommemmmrded 
to eaeh small business, and the total number of small businesses that were 
awarded set-aside @ ii contracts; 

(3) the total dollar value and_ number of contracts awarded to economically 
disadvantaged small businesses owned and operated by eeoaemieally or seeially 
disadvantaged persons pursuant to each bidding process authorized by section 
1613.19, subdivision 5; the total number and value of these contracts awarded to 
each economically disadvantaged small business and to each category of eco- 
nomically or soeial-ly disadvantaged persons as defined by seet-ion 645445 and 
ageney rules srgfl business, and the percentages of the total state procurements 
the figuresoftotaldollerval-ueandthenumberofeontreetsawardedbyeaeh 

(4)foreaehset-asideorpfefereneeeentmetawerdedtoesmeflbusinessfihe 

(69thenemberofeen+metswhiehweredesigaatedandsetesidepursuanHo 
see%ion+6BA-9butwhiehwerenotewardedtoasmeHbusiness;+heesthnated 
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tetalddlarvdueefthesemvardsgthebwestefiererbideneaehefrheseawards 
medebythesmaflbusimsgandrhepfieeatm-hiehrheseeemmemwewawuréed 
pursuanttetehenermalpreeurementpreeeelures: 

The information required by paragraphs (1) and (2) must be presented on a 
statewide basis and also broken down by geographic regions within the state. 

Subd. 2. COMMISSIONER OF TRADE AND ECONOMIC DEVELOP- 
MENT. The commissioner of trade and economic development shall submit an 
annual report to the governor and the legislature pursuant to section 3.195 with 
a copy to the commissioner of administration. This report shall include the 
following information: 

(1) the efforts undertaken to publicize the provisions of the set-aside small 
business procurement program during the preceding fiscal year; 

(2) the efforts undertaken to identify economically disadvantaged small bus- 
inessesineludingrhewewmdendeperamdbyseeiallyereeenemieallydiseé 
ventaged persons; and the efforts undertaken to encourage participation in the 
set-aside l_9_i_c1 preference program; 

(3) the efforts undertaken by the commissioner to remedy the inability of 
small businesses to perform on potential set-aside g other contract awards; and 

(4) the commissioner’s recommendations for strengthening the set-aside pre- 
grem small business and economically disadvantaged small business procure- 
ment program and delivery of services to small businesses. 

Sec. 6. Minnesota Statutes 1988, section l6B.22, is amended to read: 

l6B.22 ELIGIBILITY; RULES. 
Subdivision 1. ELIGIBILITY. A small business certified _a_s ewrred and 

eperated by seeially er economically disadvantaged under section 645.445, _su_b; 
division 5 clause (1) g‘ Q), persons is eligible to participate under the require- 
ments of sections l6B.l9 to l6B.22 for a maximum of five years from the date 
of receipt of the first set-aside award under Es program and after that period is 
not eligible to participate for another five years. A small business that received 
its§rs%sebasideawardmew%hanfiveyearsbe£emJuly47+98§isnetdigiblete 
pai*rieipateferfi¥eyeersa£terJuly4—,4-985: 1I1laefive—yearmax-imumdeesnet 
apply to sheltered werlesheps and werle aet-i-vit~y pregame: Q economically 
g_i§_advantpggc_l small business _i§ n_o’c eligible tp participate i_n t_lli§ program 

Q) fig owner 9_f ’th_e business E previously participated _i_p jt_h§_ program 
gig _t_l_1_e business exceeded tm time limit specified ip section 645.445, subdivi- 
sion _5_, clause Q) g gs subdivision. 

Q) The business hag exceeded glgp time limit specified Q section 645.445, 
subdivision §_, clause (4) 9; this subdivision, and E been renamed, restruc- 
tured, Q otherwise reorganized. 
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Subd. 2. RULES. (a) The commissioner shall adopt by rule additional 
standards and procedures for certifying that small businesses and economically 
disadvantaged small businesses owned and operated by soeiel-ly or eeonorn-ieally 
disedya-rrteged persons are eligible to participate under the requirements of sec- 
tions 16B.19 to 16B.22. The commissioner shall adopt by rule standards and 
procedures for hearing appeals and grievances and other rules necessary to carry 
out the duties set forth in sections 16B.19 to 16B.22. 

(b) The commissioner may make rules which exclude or limit the participa- 
tion of nonmanufacturing business, including third-party lessors, brokers, E1: 
chises, jobbers, manufacturers’ representatives, and others from eligibility under 
sections l6B.19 to 16B.22. 

Sec. 7. [l6B.226] CERTIFICATION. 

A business Q i_s certified by th_e commissioner o_f administration a_s _a wig 
business 9_r Q economically disadvantaged small business i_s eligible t_o partici- gm under 1:h_e requirements o_f sections 137.31, 161.321, 471.345, _zg_1g_, i_f certified 
under section 645.445, subdivision Q, clauses Q) t_o (Q1 under section 473.142 
without further certification by th_e contracting agency. Personnel i_n state ggeg @ currently involved i_n certifying 1% businesses 3 reduced according- 
LY.- 

Sec. 8. Minnesota Statutes 1988, section 1l6J .68, subdivision 1, is amended 
to read: 

Subdivision 1. The bureau of small business within the business assistance 
center shall serve as a clearinghouse and referral service for information needed 
by small businesses including those operareé by & soei»a1-ly or economically disad- 
vantaged person small businesses. 

Sec. 9. Minnesota Statutes 1988,Asection 136.27, is amended to read: 

136.27 CAPITAL PROJECTS BIDDING PROCEDURES. 
In awarding contracts for capital projects under section l6B.09, the board 

must consider the documentation provided by the bidders regarding their qualificat- 
ions including evidence of having successfully completed similar work, or deliv- 
ering services or products comparable to that being requested. The board shall 
‘formulate procedures to administer this section which include practices that will 
assist in the economic development of small businesses and small businesses 
owned and operated by socially or eeeaornieelly éissdyarrtageel persons 
ically disadvantag_e_(_i_ small businesses. 

Sec. 10. Minnesota Statutes 1988, section 136.72, is amended to read: 

136.72 CAPITAL PROJECTS BIDDING PROCEDURES. 
In awarding contracts for capital projects under section 16B.O9, the state 

board for community colleges shall consider the documentation provided by the 

New language is indicated by underline, deletions by st-rileeeut.
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bidders regarding their qualifications, including evidence of having successfully 
completed similar work, or delivering services or products comparable to that 
being requested. The board shall set procedures to administer this section, 
which must include practices that will assist in the economic development of 
small businesses and small businesses ewned and operated by seeially er eee- 
nemieally disadvantaged persons economically disadvantaggi small businesses. 

Sec. 11. Minnesota Statutes 1988, section 137.31, is amended by adding a 
subdivision to read: 

Subd. _3_a, BID PREFERENCE. '_I‘_h_e regents _s_h_a_1l award g hyp percent 
preference i_n the amount @ Q a_ll university procurement Q economically 
disadvantaged gfi businesses, Q defined E section 645.445. 5 l«e_a§t ]__5_ 

percent o_f thg gig pf Qt; procurements awarded tp economically disadvan- 
Egg small businesses must actually he performed hy ghe business 19 which t_li<>,_ 

award i_s made 9; another economically disadvantaged §_r_r_1_ah business. Q fig 
nomically disadvantaged small business E @ been awarded more _th2_1_rr three- 
tenths pf _Qhe_ percent pf thp y_ah1_e_ pf ’gl_1_e to_ta_l anticipated procurements fig; Q 
fish] Leg under g1i_s subdivision _i_§ disqualified from receiving further hip pref- 
erences £91; thht f1§ga_l y_eg_r_. Ah economically disadvantaged _sfla_ll business _i__s_ pg 
eligible tp participate ip th; pg preference established under @ subdivision 
under conditions specified h1_ section 16B.22, subdivision h 

Sec. 12. Minnesota Statutes 1988, section 137.31, subdivision 4, is amended 
to read: 

Subd. 4. REPLACEMENT CONTRACTS. If a procurement contract des- 
ignated for the set—aside program cannot be awarded to a small business under 
the conditions prescribed in subdivisions 1 to 3; E 2 the award shall be placed 
in accordance with the regular procurement policies of the university. In this 
event, the university shall designate as a replacement a procurement contract of 
comparable value to be included in the university set-aside program during that 
fiscal year if practicable. 

Sec. 13. Minnesota Statutes 1988, section 137.31, subdivision 6, is amended 
to read: 

Subd. 6. ANNUAL REPORT. The University of Minnesota shall submit 
an annual report as provided in section 3.195, to the governor and the legisla- 
ture, with a copy to the commissioner of trade and economic development, 
indicating the progress being made toward the objectives and goals of this 
section. The report shall include the following information: 

(a) The total dollar value and number of procurement contracts identified 
and set aside during this period and the percentage of total value of university 
procurements that this figure reflects; 

(b) The number of small businesses identified by and responding to the 
university set-aside program, the total dollar value and number of procurement 
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Copyright © 1989 by the Office of the Revisor of Statutes, State of Minnesota. All Rights Reserved.
                                                                                



Ch. 352 
' LAWS of MINNESOTA for 1989 3178 

contracts actually awarded to small businesses with appropriate designation as 
to the total number and value of procurement contracts awarded to each small 
business, and the total number of small businesses that were awarded procure- 
ment contracts; 

(c) The total dollar value and number of procurement contracts awarded to 
economically disadvantaged small businesses owned and operated by eeenenn'- 
eally er seeia-1-l-y drisael-vs-ntageé persons with appropriate designation as to the 
total number and value of procurement contracts awarded to each small busi- 
ness, and the percentages of the total value of university procurements the 
figures of total dollar value and the number of procurement contracts reflect; 
and 

(d) The number of procurement contracts which were designated and set 
aside pursuant to this section but which were not awarded to a small business, 
the estimated total dollar value of these awards, the lowest offer or bid on each 
of these awards made by the small business and the price at which these con- 
tracts were awarded pursuant to regular procurement procedures. 

Sec. 14. Minnesota Statutes 1988, section 161.321, subdivision 2, is amended 
to read: 

Subd. 2. SMALL BUSINESS SET ASIDES. The commissioner shall set 
aside, on a fiscal year basis, at least two E percent of the construction work to 
be performed by contract for award to small businesses; small businesses ewned 
and epera-ted by seeial-ly er eeenenneel-ly per-sens and small busi- 
nesses ewned and eperated by ph-ysieally nandieepped persons Q economically 
disadvantaged small businesses or for award to businesses which guarantee use 
of such small businesses o_r economically disadvantaged small businesses as 
subcontractors. 

Sec. 15. Minnesota Statutes 1988, section 161.321, subdivision 3, is amended 
to read: 

Subd. 3. AWARDS TO M-INGRI-'¥¥ SMALL BUSINESSES. At least -59 E percent of the amount so set aside shall must be awarded, if possible, either 
to economically disadvantaged small businesses owned and operated by seeially 
and eeene-mieally éisednantaged persons as direct contracts or as part of con- 
tracts awarded to businesses which guarantee the use, as subcontractors, of 
economically disadvantaged small businesses owned and operated by seeielly 

wh-ieh‘ erenetasvardedeeeefih-ng' tetrhissubd-Nissan’ 
" 

she-llbeawardeé‘ teet-her 

eapped persons. Lr pui_‘poses pf Ellis section, economically disadvantaged small 
business E Q: meaning defined i_n section 645.445, subdivision 54 exceptQ 
g business i_s ali eligible under clause (4) _i_f it filed _i_t§ _fi_r_s_t annual federal gt 
state income ta_x returns within _t_h_§ preceding tg years. 

Sec. 16. Minnesota Statutes 1988, section 161.321, subdivision 6, is amended 
to read: 
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Ch. 352 3179 LAWS of MINNESOTA for 1989 
Subd. 6. RULES. The commissioner may promulgate by rule, standards 

and procedures for certifying that small businesses, a_n_d economically disadvan- 
ta_ge_d small businesses ewneé and eperated by physieally handiea-pped persons 
and small businesses owned and epeeateel by seeia-1-ly er disadvan- 
taged persons are eligible to participate in the set aside program authorized in 

subdivisions 2 and _3_. The commissioner may promulgate other rules 
as may be necessary to carry out the provisions of this section. 

Sec. 17. Minnesota Statutes 1988, section 161.3211, is amended to read: 

161.3211 REPORT BY COMMISSIONER OF TRANSPORTATION. 
The commissioner of transportation shall submit an annual report pursuant 

to section 3.195, to the governor and the legislature indicating the progress being 
made toward the objectives and goals of section 161.321 during the preceding 
fiscal year. This report shall include the following information: 

(a) The total dollar value and number of potential set-aside awards identified 
during this period and the percentage of total construction work this figure 
reflects; 

(b) The number of small businesses identified and responding to the set- 
aside program, the total dollar value and number of set-aside contracts actually 
awarded to small businesses with an approximate designation as to the total 
number and value of set-aside contracts awarded to each small business, and the 
total number of small businesses that were awarded set-aside contracts; 

(c) The total‘ dollar value and number of set-aside contracts awarded to 
economically disadvantaged small businesses ewneel and eperateel by eeenemi- 
eally er seeiall-y disadvantaged persons with an approximate designation as to 
the total number and value of set-aside contracts awarded to each such small 
business, and the percentages of the total construction work the figures of the 
total dollar value and the number of set—asieles contracts reflect; 

(d) The number of contracts which were designated and set-aside pursuant 
to section 161.321, but which were not awarded to a small business, the esti- 
mated total dollar value of these awards, the lowest bid on each of these awards 
made by a small business and the price at which these contracts were awarded 
pursuant to the normal procedures. 

Sec. 18. Minnesota Statutes 1988, section 241.27, subdivision 2, is amended 
to read: 

Subd. 2. REVOLVING FUND; USE OF FUND. There is established in 
the department of corrections under the control of the commissioner of correc- 
tions the Minnesota correctional industries revolving fund to which shall be 
transferred the revolving funds authorized in Minnesota Statutes 197 8, sections 
243.41, 243.85, clause (i), and any other industrial revolving funds heretofore 
established at any state correctional facility under the control of the commis- 
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~~ 

sioner of corrections. The revolving fund established shall be used for the 
conduct of the industrial and commercial activities now or hereafter established 
at any state correctional facility, including but not limited to the purchase of 
equipment, raw materials, the payment of salaries, wages and other expenses 
necessary and incident thereto. The purchase of materials and commodities for 
resale are not subject to the competitive bidding procedures of section l6B.07, 
but are subject to all other provisions of chapter 16B. When practical, purchases 
must be made from seeiall-y and eeenemieal-ly disadvantaged economicallyQ 
advantaged 111 businesses. Additionally, the expenses of inmate vocational 
training and the inmate release fund may be financed from the correctional 
industries revolving fund in an amount to be determined by the commissioner. 
The proceeds and income from all industrial and commercial activities conduct- 
ed at state correctional facilities shall be deposited in the correctional industries 
revolving fund subject to disbursement as hereinabove provided. The commis- 
sioner of corrections may request that money in the fund be invested pursuant 
to section 11A.25; the proceeds from the investment not currently needed shall 
be accounted for separately and credited to the fund.

~ 

~~

~

~

~

~

~

~

~

~

~

~

~

~

~

~ 
Sec. 19. Minnesota Statutes 1988, section 471.345, subdivision 8, is amended 

to read:
~

~ 

Subd. PROCUREMENT FROM SQGIA:LI:¥ OR ECONOMICALLY 
DISADVANTAGED PERSONS. For purposes of this subdivision, the following 
terms shall have the meanings herein ascribed to them: ~~ 

(a)5seeiall=y&ndeeenemieall=yd-isad-ventagedpersenfi meansapersenw-he 
hasbeendepriveéefflaeeppefiunitytedevelepaadmaintainaeenapetitive 
position in the eeenemy because efseei-al er eeenemie disadva-ntagck This 
éisadvmtagemayarisefremeukumhseemlereeenemieeimamstaneeserbaae 
gmund;physieallee&fienif+hepemenresiéeserisempleyedinaaarwdeelmed 
asal&bersusplusareabytheUm%edStatesdepsfimentefeemmeree;»physieal 
he-ndieap; er other similar eause “economically disadvantaged small business” 
lg fie meaning given i_t i_n section 645.445. 

~~ 

~~

~ 

~~~ 

~~ 

(b) “business entity” means an entity organized for profit, including an 
individual, partnership, corporation, joint venture, association, or cooperative. 

~~ 

Nothing in this section shall be construed to prohibit any municipality from 
adopting a resolution, rule, regulation or ordinance which on an annual basis 
designates and sets aside for awarding to business entities eentrel-led by seeiall-y 
er eeenemieally disadvantaged persens economically disadvantaged QILII busi- 
nesses a percentage of the value of its anticipated total procurement of goods 
and services, including construction, and which uses either a negotiated price or 
bid contract procedure in the awarding of a procurement contract under a 
set-aside program as allowed in this subdivision, provided that any award based 
on a negotiated price shall not exceed by more than five percent the municipali- 
ty’s estimated price for the goods and services if they were purchased on the 
open market and not under the set-aside program. 

~~

~

~

~

~

~

~

~ 
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Sec. 20. Minnesota Statutes 1988, section 473.142, is amended to read: 

473.142 SOC-IALI:¥ AND SMALL 
BUSINESSES. '

1 

(a) The metropolitan council and agencies specified in section 473.143, 
subdivision 1, shall attempt to award at least nine percent of the value of all 
procurement, other than contracts under paragraph (c), to" economically disad- 
vantaged ya_ll businesses owned and operated by soeielly or eeonomiesiiy dis- 
advantaged persons. For purposes of this section, -‘isoeial-ly or economically‘ 
disadvantaged personli means a person who has been deprived of the opportuni- 
tytodevelopandmainiainaeempeéitiveposiiioniniheeeonomybeeeuseef 

or eeonornie eireunastenees; background; or other simiiaf demise: is ineiudes 
raeiaiminefi&es;wemen;pemonswiehedisebiHtyasdefineéinseefien363=04g 

exten%praetieeble;theeouneflenéageneiessh&Hattempttemeetthisgeai 
through proeuremeni from businesses with their psineipai piaee of business in 
Minnesota s_n3gl_l business lips ghe meaning defined i_n section 645.445, clauses 
Q) Q Q). In furtherance of this goal, the council or an agency shall set aside a 
percentage of all procurements for bidding only by these businesses. The coun- 
cil or an agency may aiso gall award a five percent preference to these business- 
es economically _<_1_i§advantag§<_1 small businesses, as defined i_n section 645.445, 
in the amount bid on seieeteel procurements. A_t_ l§_a__s_t _7_5 percent pf t_hg value pf 
1113 procurements awarded Q economically disadvantaged 111 businesses m_1§t 
actually _bg performed py mg business _t_Q which thg award _vya_s made pg another 
economically disadvantaged small business. Q economically disadvantaged 
small business that l_1_2§ been awarded more 11313 three-tenths pf me percent 9_t_‘ 

jthp value _o_i_' tjg tptal anticipated procurements fig _a fiscal ypgg from tl1_e agency 
i_s disqualified from receiving further preference advantag_e_s Q E ypag 
figqg gig; ggency. Q economically disadvantggpg small business i_s pit eligible 
_t_(_)_ participate i_n fie @ preference established under E subdivision under 
conditions specified Q section 16B.22, subdivision L 

(b) The council and each agency specified in section 473.143, subdivision 1, 
as a condition of awarding procurements for construction, consultant, profes- 
sional, or technical service contracts in excess of $200,000, shall attempt to 
assure that at «least ten pereene g portion of the contract award to a prime 
contractor be subcontracted to e gp economically disadvantaged small business 
ownedandoperatedbyasoeialiyoreeonomieailydisadvantageéperson, or that 
at least ten -percent _a portion of the contract award be expended in purchasing 
materials or supplies from this type of Q economically disadvantaged small 
business. 5Phisparagraphdeesnoioppiyif%heeouneiiorageneydesefinines+ha% 
thereismbnsinemownedanéopesmedbyasoeiaiiyoreeonomieaflydisadvaw 
tageépersonabletopesib£mihesubeon%reetorpioyéde+hesnppiies;orif 
pfimeeonesaetorisabusinessowneéenéoperaiedbyasodaliyoreeonomieafly 

' 

person: Subcontracting or purchasing of supplies under this 
subdivision is not included in determining achievement of goals under para- 
graph (a) or (c). 
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(c) The council and each agency specified in section 473.143, subdivision 1, 

shall attempt to award at least six percent of the value of all procurements for 
consultant services or professional or technical services -to economically disad- 
vantaged sm_all businesses ewnedand eperated by seeially er eeenemieally dis- 
advantaged persons. , 

(d) In implementing paragraphs’(a) and (c), the council and each agency 
specified in section 473.143, subdivision 1, shall attempt to purchase a variety of 
goods and services from different economically disadvantaged §_r_ngl_1 businesses 
owned and operated by seeial-l-y er eeener-nieall-y disadvantaged persons. 

(e) The council and each agency may adopt rules to implement this section. 

(1) This section does not apply to procurement financed in whole or in part 
with federal funds if the procurement is subject to federal disadvantaged, minor- 
ity, or women business enterprise regulations. The council and each agency 
shall report annually to the legislature on compliance with this subdivision. The 
reports must include the information specified in section l6B.2l that pertains to 
purchasing from economically disadvantagg small businesses ewned by seeia-1-lry 

Sec. 21. Minnesota Statutes 1988, section 645.445, subdivision 5, is amended 
to read:

‘ 

Subd. 5. “Seei-ally er Economically disadvantaged persen business” means 
a person whe business mg is pg; Q afiiliate Q subsidiary gt" a_ business domi- 
pgn_t i_n it_s @ o_f operation _a_r_1g fig has been deprived of ' the opportunity to 
develop and maintain a competitive position in the economy because of seeial 
er economic -conditions. This disadvantage may arise from eultur-al; seeial er 
eeenena-ie eireumst-anees; er physieal leeatien A business i_s econom- fly if; '

i 

Q) the persen owner resides or is employed in a county in which the 
median income for married couples is less than 70 percent of the state median 
income for married couples; or 

Q) Q owner resides .9; _ip employed Q an area designated a labor surplus 
area by the United States Department of Labor; er ether similar eause. For 
purposes of this subdivision, an area designated a labor surplus area retains that 
status for 120 days after certified small businesses in the area-are notified of the 
termination of the designation by the United States Department of Labor: It 
ineludesmeialm+nefifies;wemen;erpersenswheha¥e)suEeredasubstaatial 
physical g - - 

Q) tl1_e owner lacks adequate external support necessary _tp operate Q _c_gr_r£ 
petitive business entegprise _§ evidenced ‘_b_y diminished ability pg secure l_<11g; 
term o_r working capital financing; equipment, Q material, 9_1_- supplier ]C_I_'&_I_§l_e_ 

credit; bonding ail insurance, 9; i_f;1§ business hag _n_o_t captured a proportion- 
age _s_lgr_e_: 91‘ me market Q‘ it_s goods 9; services; 91; 
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(4) _th_e business mg fig 1ir_s;t annual federal app _stLw income E returns 
which reflected _it_s operation g 3 business within 13 preceding mg years g yvfl 
f1_l§_ i_t§ E; annual return which reflects i_t§ operation g g business within 33 it 1_2 months; _o_r 

(_5_) for purposes of sections 16B.19 to 16B.22 and 137.31, the definition of 
—seeial-l-y er eeenena-ieall-y disadvantaged persenfl includes gig business jg g reha- 
bilitation and facility 5; work activity pregrarne program. 

Sec. 22. STUDY OF SMALL BUSINESS PROGRAM. 

4: 

% commissioner o_f administration shall assist Q commission created _ip 
section _1_ ip _i_t_s_ study o_f small business procurement programs. 11;; commis- 
sioner §p§ll review recent United States Supreme Court decisions tp determine 
whether ;l_1_e_r_§ _i_s_ sufficient justification under §_ scrutiny standard t_o estab- E _a narrowly tailored purchasing program f9; he benefit pf Qy socially disad- 
vantaged groups, £1 s_l'ill make recommendations _tp fie commission regarding 
legislation a_1p_(_i_ program operation where justification exists. L116 commissioner 
§h_gl_1 make recommendations:

~ 

~~

~

~ 

~~~ 

(_l_) E revising fig definition o_f small business contained Q Minnesota 
Statutes, section 645.445; g1_d_

~ Q) Q alternative programs £9 stimulate growth opportunities @ small 
businesses. 

~~~ 

~~~ 

~~~ 

~~~~ 

~~~ 

~~

~ 
~~ 

~~ 

The commissioner shall also assess ’ch_e feasibility o_f establishing 9 preference 
program that incorporates urban all rural areas o_f high unemployment. 

Sec. 23. RULES. 

llpe commissioner pf administration my adopt emergency rules t_Q imple- 
ment sections §_ t_o Q Q the_ pugpose o_f certifying economically disadvantaged 
small businesses, th_e commissioner pf administration fly y_§§_,_ without 13 
_t_l_i_eg rulemaking, Minnesota Rules, Parts 1230.1400, 1230.1500, sub arts 1, A 
4-1 1, 12301600, 12301700, 12301900, subparts 1 t_q _5_. Ih_e phrase “sociallyQ 
economically disadvantaggg: _ip those rules must l_3p ggpg _t_c_> mean “economically 
disadvantaged” Q defined ip section 645.445, subdivision §_. Lire phrase “£- 
aside program” i_n those __rpl§_s_ gt Q 1 t_o mean t_hg preference programs 
created Q E gt. 

Sec. 24. APPROPRIATIONS. 
(Q) The following amounts _a_re_ appropriated from Q general fund t_o t_l_1_e_ 

commissioner pf administration f_o§ th_e pui_‘poses indicated. 

(1) $125,000 _ip fiscal year 1990 fpr tl1_e study reguired Q section Q; 
(2) $85,000 Q fiscal year 1990 pg $105,000 i_n fiscal year 1991 _a1_1g_ _t_vQ 

positions fg fig pupposes 9_f certifying small businesses and administering t_l_1_¢_: 

provisions pf gis gt. - 
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Q3) $75,000 i_s appropriated from th_e general fund t_o th_e legislative coordin- 
ating commission pg administer section _l_. 

Sec. 25. REPEALER. 

La) Minnesota Statutes 1988, section 137.31, subdivision ;, is repealed. 

gp) Laws 1984, chapter gig, article 2, section Q, g repealed. 
(Q) Sections 1 £1 Q a_re repealed o_n 4, 12%); 

(Q) Minnesota Statutes 1988, section 473.406, _i§ repealed. 

Le) The amendments Q Minnesota Statutes, made py sections _2_ _t_o_ _2_l_, ggg 
repealed June QQ, 1990, Ed th_e revisor shall reinstate tfi stricken languageM 
delete ’th_e new language i_n those sections. 

(1) Notwithstanding Minnesota Statutes, section 645.36, section Q, para- 
graphs (a) g (Q), g repealed June _3__(; 1990, ali Minnesota Statutes 1988, 
sections 137.31, subdivision §; ppg 473.406, _a_r_e revived Q Q date. 

Sec. 26. EFFECTIVE DATE. 
Sections _1_ _’g9_ _2_5 g effective Q Q day following enactment gfll apply only 

t_o contracts fir which notice 9_f invitation 19 g reguests f_q1_' proposalsQ 
issued after that time. 

Presented to the governor May 30, 1989 
Signed by the governor June 2, 1989, 12:16 p.m. 

CHAPTER 353—S.F.No. 895 
An act relating to natural resources; amending provisions relating to the conservation 

reserve program; changing authority over the conservation reserve program from the commis- 
sioner of agriculture to the board of water and soil resources; defining certain terms; chang- 
ing criteria for eligible land; prohibiting grazing of land under future agreements; providing 
conditions and payment for wetland restoration; providing for enforcement and liability for 
damages for violation of the terms of a conservation easement or agreement; authorizing the 
board to adopt rules; authorizing the commissioner of agriculture to allow town boards to 
suspend the duty of owners and occupants to control noxious weeds under certain conditions; 
withdrawing certain marginal land and wetlands from sale by the state unless restricted by a 
conservation easement under certain conditions; requiring certain acquisition procedures 
before the commissioner of natural resources accepts agricultural land or farm homesteads in 
fee fi‘om the federal government; authorizing aliens and non—Americans to own certain 
agricultural land to comply with pollution control laws or rules; amending Minnesota Stat- 
utes I988, sections 40.42; 40.43; 40.44; 40.45; 84.95, subdivision 2; 282. 018; 500.221, subdivi- 
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