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Required Supplementary Information
Schedule of Funding Progress
(In Thousands)

CERF JRF LRF®@ SPRF
Actuarial Valuation Date 2005 7/1/2005 7/1/2005 7/1/2005 7/1/2005
2004 7/1/2004 7/1/2004 7/1/2004 7/1/2004
2003 7/1/2003 7/1/2003 - 7/1/2003
2002 7/1/2002 7/1/2002 7/1/2002 7/1/2002
Actuarial Value of Plan Assets 2005 $ 503,573 144,465 $ 45523 $ 601,220

2004 $ 486,617
2003 $ 470,716
2002 $ 457,416

138,948 $ 46,155 § 594,785
134,142 $ 591,521
131,379 $ 45501 $ 591,383

$
$
$
$
Actuarial Accrued Liability 2005 $ 546,118 $ 191,414 $ 81,836 $ 566,764
2004 $ 524,215 $ 190,338 $ 83,197 $ 545244
2003 $ 484,974 $ 176,291 $ 538,980
$
$
$
$
$

2002 $ 446,426 171,921 $ 78,070 § 510,344

Total Unfunded Actuarial 2005 $ 42544 46,949 $ 36,314 $ (34,456)
Liability (Asset) 2004 $ 37,598 51,390 $ 37,042 $ (49,541)
2003 $ 14,258 42,149 - $ (52,541)
2002 $ (10,990) 40,542 $ 32569 $ (81,039)

Funded Ratio® 2005 92% 75% 56% 106%
2004 93% 73% 55% 109%

2003 97% 76% - 110%

2002 102% 76% 58% 116%

Annual Covered Payroll 2005 $ 132,335 $ 35,941 $ 3014 $ 55142
2004 $ 133,172 $ 34,683 $ 3815 §$ 51,619

2003 $ 131,328 $ 33,771 - $ 54175

2002 $ 124,373 $ 31,078 $ 5,089 $ 49,278

Ratio of Unfunded Actuarial 2005 32% 131% 1204% (62%)
Liability to Annual Covered 2004 28% 148% 971% (96%)
Payroll 2003 11% 125% - (97%)
2002 (9%) 130% 640% (164%)

"MThe July 1, 2005, Annual Valuation Report is the most recently issued report available.
@Annual Valuation Report not available for the LRF in 2003.

®Actuarial value of assets as a percent of actuarial accrued liability.
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Public Employees Insurance Program Development Information

During fiscal year 1998, the Public Employees Insurance Program’s medical claims became a self-funded
program. The following table illustrates how the fund’'s earned revenue (net of reinsurance) and
investment income compare to related costs of loss (net of loss assumed by reinsurers) and other
expenses assumed by the fund as of the end of each of the past eight years.

Fiscal and Policy Year Ended (In Thousands)

1998 1999 2000 2001 2002 2003 2004 2005 2006
1. Required Contribution and
Investment Revenue:
Earned $ 2564 § 7713 $§ 10995 $ 18,005 $§ 22,149 $ 23458 § 22,764  $ 19,177  § 14,942
Ceded 195 624 1,031 1,972 2,243 2,321 2,231 1,736 1,491
Net Earned $ 2369 § 7,089 $ 994 $ 16,033 $§ 19906 $§ 21,137 § 20,533 § 17,441 $ 13,451
2. Unallocated Expenses $ 538 § 1,458 § 1,983 § 2,535 § 2,715 § 2,528 § 2296 § 1,904 § 1,638
3. Estimated Claims and
Expenses End of Policy Year:
Incurred $ 2002 $§ 5800 $ 9972 § 16,5650 $§ 21,055 § 19,715 $ 19,466 $ 16,499 $ 12,551
Ceded 91 171 772 760 2,513 1,570 1,980 1,913 1,382
Net Incurred $ 1911 § 5629 $ 9200 $ 15790 $ 18542 $ 18145 § 17,486  § 14,586 $ 11,169
4. Net Paid (Cumulative) as of:
End of Policy Year $ 1376 $ 4,678 § 7944 $ 13,228 §$ 15824 § 15,848 $ 15,699 $ 12,909 $ 10,055
One Year Later 1,849 5,817 9,240 15,908 18,091 17,572 17,367 14,141
Two Years Later 1,850 5,818 9,243 15,963 18,034 17,579 17,764
Three Years Later 1,850 5,818 9,243 15,963 18,034 17,579
Four Years Later 1,850 5,818 9,243 15,963 18,034
Five Years Later 1,850 5,818 9,243 15,963
Six Years Later 1,850 5,818 9,243
Seven Years Later 1,850 5,818
Eight Years Later 1,850
5. Re-estimated Ceded Claims
and Expenses $ 91 § 171 $ 72§ 760 $ 2513 § 1570  § 1,98 $ 1,913 $ 1,382
6. Re-estimated Net Incurred
Claims and Expenses:
End of Policy Year $ 1911 § 5629 § 9200 $ 15,790 $ 18,542 § 18,145 $ 17,486 $ 14,586 $ 11,169
One Year Later 1,854 5,828 9,253 15,935 18,114 17,595 17,385 14,152
Two Years Later 1,850 5,818 9,243 15,963 18,034 17,579 17,764
Three Years Later 1,850 5,818 9,243 15,963 18,034 17,579
Four Years Later 1,850 5,818 9,243 15,963 18,034
Five Years Later 1,850 5,818 9,243 15,963
Six Years Later 1,850 5,818 9,243
Seven Years Later 1,850 5,818
Eight Years Later 1,850
7. Increase (Decrease) in
Estimated Net Incurred
Claims and Expenses
From End of Policy Year $ ®1) $ 189 § 43 8 173§ (508) $ (566) $ 278§ 434) $ -

The rows of the table are defined as follows:

1. This section shows the total of each fiscal year's gross earned contribution revenue and investment
revenue, contribution revenue ceded to reinsurers, and net earned contribution revenue and
reported investment revenue.

2. This line shows each fiscal year’s other operating costs of the fund including overhead and claims
expense not allocable to individual claims.

3. This section shows the fund’s gross incurred claims and allocated claim adjustment expenses,
claims assumed by reinsurers, and net incurred claims and allocated adjustment expenses (both
paid and accrued) as originally reported at the end of the first year in which the event that triggered
coverage under the contract occurred (called policy year).

4. This section shows the cumulative net amounts paid as of the end of successive years for each
policy year.

5. This line shows the latest re-estimated amount of claims assumed by reinsurers as of the end of
the current year for each policy year.
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This section shows how each policy year’s net incurred claims increased or decreased as of the
end of successive years. (This annual re-estimation results from new information received on
known claims, re-evaluation of existing information on known claims, and emergence of new claims
not previously known.)

This line compares the latest re-estimated net incurred claims amount to the amount originally
established (section 3) and shows whether this latest estimate of net claims cost is greater or less
than originally thought. As data for individual policy years mature, the correlation between original
estimates and re-estimated amounts commonly is used to evaluate the accuracy of net incurred
claims currently recognized in less mature policy years. The columns of the table show data for
successive policy years.
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APPENDIX B

State General Obligation
Long-Term Debt
(Unaudited)

General Obligation Bonds Outstanding April 25, 2007

The following schedule sets forth by type, all general obligation debt of the State expected to be
outstanding as of April 25, 2007.

GENERAL OBLIGATION BONDS OUTSTANDING AS OF APRIL 25, 2007
($ in Thousands)

Principal
Category Type Amount
1 Building. . ... .. $ 573,105
Transportation . .. ... . 159,004
Pollution Control . . ... .. . . . 49,935
Waste Management .. ... .. 2,905
Refunding Bonds ... ... ... 590,837
Reinvest in Minnesota . ......... ... .. ... . . . .. .. 520
Landfill. . ... 10,240
Infrastructure Development Bonds .. ............ ... ... . ....... 332,776
Various PUIPOSE . . .o oo 1,592,995
Total Category 1 .. ... .. . . . . . . . . $3,312,317
2 School Loan . ... . . . . . $ 49,055
School Loan Refunding . .......... ... ... ... .. . . 24,145
Municipal Energy Building . .. ... .. 890
Rural Farm Authority. ... ... 75,600
Game and Fish Building. .. .. ... . 8
Total Category 2 . ... ... $ 149,698
3 Trunk Highway ... ... $ 537,575
Trunk Highway Refunding . ........ ... ... ... ... ... ... ... .... 185
Total Category 3 ... . $ 537,760
4 State Sports & Health Club Tax Bonds
Refunding Bonds . ... . . 730
Total Category 4 .. ... ... . . ... $ 730
Total Outstanding April 25, 2007 —
Previous Issues™. .. . .. $4,000,505
Plus April 25, 2007 Refunding Bond Issue . . .................... 264,050
Less Bonds Refunded by April, 2007 Issue .................... (273,770)
Total Outstanding April 25, 2007 — Including This Issue . ......... $3,990,785

(1) Excludes all bonds previously refunded.

The full faith and credit and unlimited taxing powers of the State are pledged for the payment of
all of the above bonds.

The outstanding bonds comprising the first category are payable primarily from money appropriated
to the Debt Service Fund from the General Fund, which is supported by income tax, sales tax, and
other receipts. The bonds comprising the second category are payable to a substantial degree from
money appropriated to the Debt Service Fund from special accounts in the General Fund to which the
receipts from special revenue sources, such as school district capital and debt service loan
repayments, State college charges, fees and rentals, have been pledged. The third category, Trunk
Highway Bonds, are payable primarily from the Trunk Highway Fund, which receives 62 percent of the
net proceeds of the State gasoline and motor vehicle registration taxes pursuant to the State
Constitution. The fourth category, State Sports and Health Club Tax Bonds, are payable primarily from
money appropriated to the Debt Service Fund from the sales tax imposed on membership dues,
initiation fees and facilities fees of private sports and health clubs.
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GENERAL OBLIGATION BONDS AUTHORIZED, ISSUED AND UNISSUED
April 1, 2007
($ in Thousands)

Authorizations

Law Total Previously Dated April 1, Remaining

Purpose of Issue Authorizing Authorization™® Issued 2007 Authorization

Building . ........ ... . ... . ... 1990, Ch. 610 $ 270,129.1 $ 270,126.0 $0.0 $ 3.1
Building . ........ ... ... 1994, Ch. 643 523,874.5 523,849.0 0.0 $ 255
Building . ........ ... o 1996, Ch. 463 478,672.9 478,525.0 0.0 $ 147.9
Building . ........ ... . ... .. .. X1997, Ch. 2 37,5445 37,335.0 0.0 $ 209.5
Building . ........ ... ... . 1999, Ch. 240 439,530.1 438,865.0 0.0 $ 665.1
Trunk Highway . .............. 2000, Ch. 479 100,100.0 99,695.0 0.0 $ 405.0
Various Purpose . ............. 2000, Ch. 492 528,426.3 514,630.0 0.0 $ 13,796.3
Various Purpose . ............. X2001, Ch. 12 117,205.0 115,125.0 0.0 $ 2,080.0
Various Purpose . ............. 2002, Ch. 374 75,120.0 71,935.0 0.0 $ 3,185.0
Various Purpose . ............. 2002, Ch. 393 624,712.0 591,605.0 0.0 $ 33,107.0
Trunk Highway .. ........ .. ... X2002, Ch. 1 10,115.0 10,105.0 0.0 $ 10.0
Various Purpose . ............. X2002, Ch. 1 16,315.0 13,930.0 0.0 $ 2,385.0
Trunk Highway . ......... .. ... X2003, Ch. 19, Art.3 400,400.0 385,250.0 0.0 $ 15,150.0
Trunk Highway .. .......... ... X2003, Ch. 19, Art.4 110,110.0 105,700.0 0.0 $ 4,410.0
Various Purpose .. ............ X2003, Ch. 20 236,915.0 201,310.0 0.0 $ 35605.0
Various Purpose . ............. 2005, Ch. 20 944,980.0 605,279.0 0.0 $ 339,701.0
Rural Finance Authority ... ... ... X2005, Ch. 3 18,000.0 18,000.0 0.0 $ 0.0
Various Purpose. . . ............ 2006, Ch. 258 1,006,780.0 166,800.0 0.0 $ 839,980.0
Totals . ....... ... .. .. .. ... $5,938,929.6  $4,648,064.0 $0.0 $1,290,865.5

X indicates Special Session Laws.
(1) Amount as shown reflects any amendments by subsequent session laws.

(2) Minnesota Statutes, Section 16A.642, requires the Commissioner of Finance to prepare and
present to appropriate legislative committees on or before January 1 of each odd-numbered year,
a report on the status of certain bond authorizations which are more than four years old which
have been implemented to a certain degree, and of other bond authorizations or bond proceeds
balances that may be cancelled due to completion or cancellation of the projects to be financed.
Bond authorizations and bond proceeds balances reported on by the Commissioner are
cancelled effective the following July 1, unless specifically reauthorized by an act of the Legislature.
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Pursuant to state law, in the Order authorizing the issuance of the Bonds the Commissioner of
Finance has reserved the right, for a period of eighteen months after the Bonds have been issued, to
amend the Order to determine that a portion of the Bonds were issued, or shall be deemed to have
been issued, pursuant to a law other than the one specified in the Order and for a different purpose,
and reallocate and transfer their proceeds to the appropriate account in the bond proceeds fund for
expenditure pursuant to the law designated in the amendment.

Debt Management Policy

The Governor has established a State Debt Management Policy. Included in this policy is a
guideline providing for the issuance of general obligation bonds in amounts such that appropriations
to the Debt Service Fund from the General Fund should not exceed 3.0% of the General Fund
non-dedicated revenues for a biennium; and a second guideline providing that the principal amount
of general obligation bond debt should not exceed 2.5% of the personal income of State residents. A
third guideline is that the total amount of all State general obligation bonds, moral obligation debt,
State bond guarantees, equipment capital leases, and real estate leases outstanding at the end of any
fiscal year should not exceed 5.0% of State personal income for that fiscal year. The purpose of the
third guideline is to acknowledge all future commitments of the State, and to establish an upper limit
on the total amount of the commitments.
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The percentages of the appropriation for debt service from the General Fund and the ratios of
debt to personal income are as follows:

Percentage of

General Fund Revenues for Debt/Personal Future Commitments/
Biennium Ending Debt Service Income Personal Income
June 30, 1997 2.47% 1.8% 3.64%
June 30, 1999 2.64% 1.8% 3.60%
June 30, 2001 2.43% 1.6% 3.03%
June 30, 2003 2.32% 1.7% 3.03%
June 30, 2005 2.06% 1.8% 2.99%
June 30, 2007 (est.) 2.35% 1.9% 2.99%

Of the State’s general obligation bonds outstanding on June 30, 2006, 40.0 percent were
scheduled to mature within five years, and 70.3 percent were scheduled to mature within ten years.

NET AMOUNT TRANSFERRED TO DEBT SERVICE FUND
FOR GENERAL OBLIGATION BONDS DEBT SERVICE

($ in Thousands)

In Fiscal Year General Fund All Other Funds Transfer Total
1997 235,519 22,459 257,978
1998 237,609 19,346 256,955
1999 286,495 20,445 306,940
2000 255,037 16,244 271,281
2001 304,994 18,315 323,309
2002 285,553 19,438 304,991
2003 295,441 43,958 339,399
2004 265,706 73,965 339,671
2005 323,453 70,768 393,921
2006 352,337 76,913 429,250
2007 399,651 96,448 496,099

The Net Transfer amount does not include investment earnings in the Debt Service Fund and the
Bond Proceeds Fund which are also appropriated to pay debt service on State general obligation
bonds.
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STATE OF MINNESOTA

GENERAL OBLIGATION DEBT
_ SCHEDULED DEBT SERVICE FOR FISCAL YEARS 2008-2027
PRINCIPAL PAYMENTS - BOLD FACE INTEREST PAYMENTS - MEDIUM FACE

($ IN THOUSANDS)
AMOUNT
AUTHORIZATION  OQUTSTANDING
GROUP & FUND & TYPE YEAR-CHAPTER 6/30/2007 008 2009 -~ 2010 2011 2012 2013

GENERAL FUND
STATE BUILDING CAPITAL IMPROVEMENT

'87.400 55 5 5 5 5 5 5
15 3 2 2 2 2 1

'89.300 845 75 75 75 75 75 75
235 39 36 32 29 25 21

'90.610 1,345 115 115 115 115 115 115
419 66 60 55 49 43 38

'92.558 690 65 55 55 55 55 55
227 35 32 29 26 23 20

'93.373 120 10 10 10 10 10 10
37 6 -5 5 4 4 3

'94.643 65,845 5,625 5,525 5,520 5,520 5,520 5,510
20,325 3.185 2,913 2.641 2,368 2,093 1,818

X'95.002 65 15 5 5 5 5 5
15 3 2 2 2 2 1

'96.463 131,650 11,530 11,090 11,090 11,090 11,085 10,635
41,134 6.441 5,869 5,316 4,760 4,203 3.646

'97.246 39,560 4,255 3,755 3,755 3,755 3,755 3,355
10,879 1,902 1,696 1,514 1,332 1.148 963

X'97.002 21,880 1,925 1,925 1,925 1,925 1,925 1,930
7,049 1,100 1,002 905 807 709 612

'98.404 24,295 1,990 1,985 1,985 1,985 1,985 1,985
8,432 1.269 1,165 1,061 957 853 749

'99.240 274,210 20,640 20,575 20,575 18,590 18,590 18,590

101,551 13,693 12.645 11,578 10,542 9,574 8.611
STATE MUNICIPAL ENERGY BUILDING BONDS

'83.323 300 125 55 55 25 25 15
29 12 8 5 3 1 0
'90.610 25 5 5 5 5 5 0
3 1 1 1 0 0 0
'94.643 135 95 20 20 0 0 0
6 4 2 1 0 0 0
'96.463 415 345 60 10 0 0 0
15 12 2 1 0 0 0
REFUNDING BONDS
"16A.66 588,832 89,922 92,773 91,408 69,450 68,815 51,515

106,801 26,786 22,177 17,572 13,551 10,226 7.397
REINVESTMENT IN MINNESOTA (RIM)

'91.354 510 45 45 45 45 45 45
146 24 22 20 18 16 13
RURAL FINANCE AUTHORITY (RFA)
'96.463 28,100 18,000 4,500 3,100 2,500 0 0
2,062 1,343 414 236 69 0 0
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| STATE OF MINNESOTA

i GENERAL OBLIGATION DEBT
| SCHEDULED DEBT SERVICE FOR FISCAL YEARS 2008-2027

PRINCIPAL PAYMENTS - BOLD FACE INTEREST PAYMENTS - MEDIUM FACE

($ IN THOUSANDS)

2014 2015 2016 2017 2018 2019 020 021 2022 2023 2024 2025 2026

5 5 5 5 5 0 0 0 0 0 0 0 0

| 1 1 1 0 0 0 0 0 0 0 0 0 0
| 75 75 75 75 75 20 0 0 0 0 0 0 0
18 14 10 7 3 1 0 0 0 0 0 0 0

115 115 115 115 115 30 30 10 10 0 0 0 0

32 2% 20 14 8 4 2 1 0 0 0 0 0

55 55 55 55 55 55 20 0 0 0 0 0 0

17 15 12 9 6 3 1 0 0 0 0 0 0

10 10 10 10 10 5 5 0 0 0 0 0 0

3 2 2 1 1 0 0 0 0 0 0 0 0
5,510 5,505 5,505 5,505 5,505 2,570 1,295 645 445 120 20 0 0
1.542 1,265 987 709 431 202 102 46 19 4 1 0 0
5 5 5 5 5 0 0 0 0 0 0 0 0

1 1 1 0 0 0 0 0 0 0 0 0 0
10,735 10,730 10,730 10,730 10,730  6.580 2,760 1,025 780 190 140 0 0
3.109 2.567 2.023  1.479 936 447 205 81 36 12 4 0 0
3,355 3,355 3,355 3,355 3,355 155 0 0 0 0 0 0 0
798 632 465 297 129 4 0 0 0 0 0 0 0
1,685 1,685 1,685 1,685 1,685 535 535 430 180 85 85 50 0
514 427 341 256 171 86 58 31 16 9 5 1 0
1,985 1,985 1,985 1,985 1,985 1,335 990 45 45 20 20 0 0
645 541 437 333 229 125 61 5 3 2 1 0 0
18,500 18,590 18,590 18,590 18,590 18,590 18,590 13,205 8,860 2,760 925 625 85
7.643 6.670 5.697 4.732  3.777 2.821  1.862  1.007 451 156 62 23 5
0 0 0 0 0 0 0 0 0 0 0 0 0

0 0 0 0 0 0 0 0 0 0 0 0 0

0 0 0 0 0 0 0 0 0 0 0 0 0

0 0 0 0 0 0 0 0 0 0 0 0 0

0 0 0 0 0 0 0 0 0 0 0 0 0

0 0 0 0 0 0 0 0 0 0 0 0 0

0 0 0 0 0 0 0 0 0 0 0 0 0

0 0 0 0 0 0 0 0 0 0 0 0 0
49,130 39,650 27,895 8,275 0 0 0 0 0 0 0 0 0
4.973  2.800 1.111 207 0 0 0 0 0 0 0 0 0
45 45 45 45 45 15 0 0 0 0 0 0 0

11 9 7 4 2 0 0 0 0 0 0 0 0

0 0 0 0 0 0 0 0 0 0 0 0- 0

0 0 0 0 0 0 0 0 0 0 0 0 0
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STATE OF MINNESOTA

GENERAL OBLIGATION DEBT
SCHEDULED DEBT SERVICE FOR FISCAL YEARS 2008-2027

PRINCIPAL PAYMENTS - BOLD FACE INTEREST PAYMENTS - MEDIUM FACE
($ IN THOUSANDS)
AMOUNT
AUTHORIZATION ~ OUTSTANDING
GROUP & FUND & TYPE YEAR-CHAPTER 6/30/2007 008 2009 2010 2011 2012 2013

GENERAL FUND (CONT)
RURAL FINANCE AUTHORITY (RFA) (CONT)

'00.492 5,000 0 500 0 0 0 4,500
1,337 261 249 236 236 236 118
'02.393 15,000 0 10,500 4,500 0 0 0
1,283 705 465 113 0 0 0
X'05.003 18,000 0 0 0 4,500 0 7,000
5,051 918 918 918 805 693 630
LANDFILL

'94.639 9,690 820 820 820 810 810 810
3,197 495 453 411 369 328 286

~ POLLUTION CONTROL
'90.610 165 15 15 15 15 15 15
45 8 7 6 6 5 4
'92.558 15 15 0 0 0 0 0
1 1 0 0 0 0 0
'94.643 5,125 475 465 465 465 465 465
1,397 238 216 195 173 151 128
X'95.002 330 30 30 30 30 30 30
89 15 14 12 11 10 8
'96.463 11,430 975 " 975 975 975 975 975
3,407 540 493 447 400 352 304
'97.246 2,310 190 190 190 190 19 . 190
789 119 109 99 89 80 70
'98.404 2,485 185 185 185 185 180 180
885 126 116 106 96 87 77
'99.240 27,110 2,020 1,970 1,970 1,970 1,970 1,970
10,087 1,398 1,294 1,189 1,085 980 876

VARIQUS PURPOSE

'00.492 246,589 17,475 18,275 20,280 18,280 24,785 21,165
89,365 12,170 11.263 10,276 9,286 8,183 7,012

X'01.012 68,510 4,675 4,350 4,350 4,350 4,350 4,330
27,212 3,346 3.119 2,899 2,679 2,459 2,240

'02.374 61,275 4,195 4,075 4,075 4,075 4,075 4,060
24,398 3,016 2,808 2,600 2,393 2,185 1,978

'02.393 341,117 21,795 21,520 19,520 20,220 20,220 19,975
147,340 16,620 15,534 14,503 13,504 12,488 11,471

X'02.001 8,670 480 480 480 480 480 480
3,948 423 399 375 351 327 303

X'03.020 181,810 9,910 9,910 9,910 9,910 9,910 9,910

84,057 8.874 8,379 7.883 7.388 6.892 6,397

'05.020 527,699 34,730 34,734 34,735 34,730 32,770 27,370
237.668 25,760 24,024 22,287 20,551 18,863 17,297
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PRINCIPAL PAYMENTS - BOLD FACE

2014

[ N
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6,500
171

810
244

[oey
oo we;m

105

30
975
256

185
60

180
68

1,970
771
13,460
6,126

4,330
2,021

3,695
1,780

18,925
10,493

480
279

9,910
5.901

27,370
15,929

(o= N'w) oo

[N}

810
202

=
[N =) wo

465
82

30
975
208

185
50

180
58

1,970
666
13,460
5,427

4,330
1,802

3,700
1,591

19,175
9,535

480
255

9,910
5,406

27,370
14,560

(e Ne)
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13,464
4,729

4,330
1,583

3,700
1,403

19,185
8.571

480
231

9,910
4,910

27,370
13,192

OO OO [ N}

810
118

13,465
4,037

4,330
1,364

3,700
1,214

19,067
7,606

480
207

9,910
4,415

25,100
11,848
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810
76

975
61

185
21

180
29

1,970
353
13,465
3,354

4,330
1,145

3,710
1,025

19,070
6.647

480
182

9,910
3,919

23,630
10,630

STATE OF MINNESOTA

GENERAL OBLIGATION DEBT
SCHEDULED DEBT SERVICE FOR FISCAL YEARS 2008-2027

Ny
(=)
—
oo [N ) [Ce}

oo

375
37

(e e ) oo oo

oo

320
28

135
12

180
20

1,970
250
13,465
2,669

4,330
926

3,710
836

19,075
5,688

480
158

9,910
3.424

23,630
9,449

($ IN THOUSANDS)

020 2021
0 0

0 0

0 0

0 0

0 0

0 0
375 0
16 0
0 0

0 0

0 0

0 0

0 0

0 0

0 0

0 0
135 50
17 11
85 10
6 1
180 125
11 3
1,970 950
146 49

13,475 12,410

1,983 1,300
4,330 4,330
707 488
3,715 3,715
646 457
19,085 19,085
4,729 3.769
480 480
134 110
9,910 9,910
2,928 2,433
23,630 23,630
8,267 7,086
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INTEREST PAYMENTS - MEDIUM FACE

2022 2023 2024
0 0 0

0 0 0

0 0 0

0 0 0

0 0 0

0 0 0

0 0 0

0 0 0

0 0 0

0 0 0

0 0 0

0 0 0

0 0 0

0 0 0

0 0 0

0 0 0

- 50 50 50
9 6 4

10 5 0

1 0 0

0 0 0

0 0 0

500 0 0
13 0 0
8,830 4,405 3,580
767 434 234
4,330 1,880 875
269 111 41
3,715 2,060 560
267 119 52
19,085 17,795 15,610
2,809 1,882 1,044
480 480 455
86 62 39
9,910 9,910 9,910
1,937 1,442 946
23,630 23,630 23,630
5,904 4,723 3.541
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STATE OF MINNESOTA

GENERAL OBLIGATION DEBT
SCHEDULED DEBT SERVICE FOR FISCAL YEARS 2008-2027

PRINCIPAL PAYMENTS - BOLD FACE INTEREST PAYMENTS - MEDIUM FACE
($ IN THOUSANDS)
AMOUNT
AUTHORIZATION  OUTSTANDING
GROUP & FUND & TYPE YEAR-CHAPTER 6/30/2007 2008 009 2010 2011 2012 2013

GENERAL FUND (CONT)
VARIOUS PURPOSE (CONT)
’ . '06.258 143,220 9,790 9,790 9,790 9,790 9,790 7,340
64,283 7,039 6,549 6,060 5,570 5,081 4,620

STATE TRANSPORTATION

'84.597 1,300 700 300 300 0 0 0
92 55 27 11 0 0 0

'89.300 5 5 0 0 0 0 0
0 0 0 0 0 0 0

'90.610 760 70 65 65 65 65 65
224 36 33 30 27 23 20

'92.558 2,938 245 245 245 245 245 245
933 145 133 121 108 96 84

'93.373 1,570 140 120 120 120 120 120
561 80 74 67 61 56 49

'94.643 16,085 1,325 1,320 1,320 1,320 1,320 1,320
5,295 805 739 672 606 539 471

X'95.002 1,210 110 110 110 110 110 110
326 56 51 46 41 35 30

'96.463 3,400 305 305 305 305 305 305
985 164 149 134 119 104 89

'97.246 1,730 150 145 145 145 145 140
562 87 79 72 65 57 - 50

X'97.002 840 70 70 - 70 70 70 70
252 40 37 33 30 26 23

'98.404 2,575 225 225 225 225 225 225
808 130 118 107 96 84 73

'99.240 19,541 1,470 1,466 1,465 1,465 1,430 1,425
7,286 1,019 942 864 785 708 632

'00.479 5,885 385 380 380 380 380 380
2,315 285 266 247 228 209 190

X'01.012 4,285 350 350 350 350 355 205
1,651 209 191 174 156 139 121

'02.374 4,200 270 265 265 265 260 245
1.812 211 198 184 170 157 143

'02.393 33,360 1,890 1,890 1,890 1,890 1,890 1,890
14,927 1,634 1,539 1,444 1,349 1,253 1,158

X'02.001 4,050 250 250 250 250 250 250
1,705 204 191 178 165 152 139

X'03.020 1,130 65 65 65 70 70 65
486 55 52 48 45 42 38

'05.020 31,750 1,650 1,650 1,650 1,650 1,650 1,650

15,519 1,559 1,476 1,39 1,311 1,229 1,146
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PRINCIPAL PAYMENTS
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1,890
968

250
113
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32

1,650
981

- BOLD FACE
2016 2017
7,340 6,690
3,519 3.152
0 0
0 0
0 0
0 0
65 65
10 7
245 243
46 33
120 120
30 24
1,320 1,320
267 199
110 110
14 .8
295 295
45 30
140 140
28 21
70 70
12 9
230 230
38 27
1,425 1,425
402 326
370 370
133 115
205 205
91 80
245 245
105 92
1,890 1,890
873 778
250 250
100 87
65 65
28 25
1,650 1,650
899 816

240
21

120
17

1,320
131

110
295
15

140
14

70
230
15

1,425
250

365
96

205
70

245
79

1,890
683

250
74

65
22

1,650
734

STATE OF MINNESOTA

GENERAL OBLIGATION DEBT
SCHEDULED DEBT SERVICE FOR FISCAL YEARS 2008-2027
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1
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67
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588
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19
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($ IN THOUSANDS)

2020 2021 2022

6,115 6,115 6,115
2,220 1,914 1,609

0 0 0

0 0 0

0 0 0

0 0 0
10 10 0
1 0 0
95 5 5
5 1 0
65 25 25
7 4 2
570 115 90
40 8 3
0 0 0

0 0 0

5 5 5

1 0 0
70 0 0
3 0 0

0 0 0

0 0 0
25 10 10
2 1 1
1,425 510 190
99 30 12
365 365 365
60 42 23
205 205 205
50 39 29
245 245 245
54 41 28
1,890 1,890 1,890
492 397 302
250 250 250
48 35 22
65 65 65
15 12 9

1,650 1,650 1,650
569 486 404
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STATE OF MINNESOTA

GENERAL OBLIGATION DEBT
SCHEDULED DEBT SERVICE FOR FISCAL YEARS 2008-2027

PRINCIPAL PAYMENTS - BOLD FACE INTEREST PAYMENTS - MEDIUM FACE
($ IN THOUSANDS)
AMOUNT
AUTHORIZATION  QUTSTANDING
GROUP & FUND & TYPE YEAR-CHAPTER 6/30/2007 2008 2009 2010 2011 2012 2013

GENERAL FUND (CONT)
STATE TRANSPORTATION (CONT)
| '06.258 19,500 1,000 1,000 1,000 1,000 1,000 1,000
9,750 963 913 863 813 763 713

WASTE MANAGEMENT

'90.610 120 10 10 10 10 10 10

38 6 6 5 5 4 3

'92.558 1,000 90 65 65 65 65 65

367 48 44 41 37 34 31

'96.463 1,720 140 140 140 140 140 140

558 86 79 71 64 57 50

INFRASTRUCTURE DEVELOPMENT
STATE BUILDING CAPITAL IMPROVEMENT

'94.643 25,670 2,250 2,245 2,245 2,240 2,240 2,240

7,428 1,222 1,113 1,005 895 785 675

'96.463 57,385 4,740 4,730 4,730 4,725 4,725 4,725

18,018 2,803 2,569 2,333 2,095 1,856 1,616

'98.404 40,745 2,900 2,900 2,900 2,900 2,900 2,900

15,011 2,052 1,903 1,751 1,598 1,446 1,296
VARIOUS PURPOSE

'00.492 90,221 6,025 6,025 6,025 6,025 6,025 6,025
34,776 4,478 4,171 3,861 3.549 3,239 2,930
102.393 96,970 5,930 5,930 5,930 5,930 5,930 5,930
40,819 4,832 4,531 4,226 3,921 3.615 3,310
X'03.020 20,230 1,190 1,190 1,190 1,190 1,190 1,190
8,598 982 922 863 803 744 684
SPORTS & HEALTH TAX
REFUNDING BONDS .
"16A.66 730 470 140 120 0 0 0
37 25 10 3 0 0 0
GROUP TOTAL GENERAL FUND 3,345,332 296,982 294,958 285,623 259,280 256,145 237,545

1,196,354 162,265 147,015 132,437 118,650 105.769 93,476

GAME & FISH

"16A.66 8 3 3 3 0 0 0
1 0 0 0 0 0 0
GROUP TOTAL GAME & FISH 8 3 3 3 0 0 0
1 0 0 0 0 0 0

TRUNK HIGHWAY
"16A.66 185 185 0 0 0 0 0
5 5 0 0 0 0 0

TRUNK HIGHWAY

'00.479 75,965 5,115 5,105 5,105 5,105 5,105 5,095

28,898 3,750 3,491 3.229 2,965 2,703 2,442
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STATE OF MINNESOTA

GENERAL OBLIGATION DEBT
SCHEDULED DEBT SERVICE FOR FISCAL YEARS 2008-2027

PRINCIPAL PAYMENTS - BOLD FACE INTEREST PAYMENTS - MEDIUM FACE
($ IN THOUSANDS)

2014 2015 2016 2017 2018 2019 2020 021 2022 2023 2024 2025 2026 2027
1,000 1,000 1,000 1,000 1,000 1,000 1,000 1,000 1,000 1,000 1,000 1,000 1,000 500
663 613 563 513 463 413 363 313 263 213 163 113 63 13
10 10 10 10 10 10 0 0 0 0 0 0 0 0

3 2 2 1 1 0 0 0 0 0 0 0 0 0

65 65 65 65 65 65 65 65 65 0 0 0 0 0

28 24 21 18 15 11 8 5 2 0 0 0 0 0
140 140 140 140 140 100 75 5 0 0 0 0 0 0
43 36 28 21 14 7 2 0 0 0 0 0 0 0
2,240 2,240 2,240 2,240 2,240 890 120 0 0 0 0 0 0 0
564 452 341 228 116 29 3 0 0 0 0 0 0 0
4,725 4,725 4,725 4,725 4,725 3,425 1,660 275 25 0 0 0 0 0
1,376 1,136 895 653 413 198 66 8 1 0 0 0 0 0
2,900 2,900 2,900 2,900 2,900 2,900 2,745 2,100 1,000 100 0 0 0 0
1,144 990 837 686 537 388 242 108 30 3 0 0 0 0
6,025 6,025 6,021 6,020 6,015 6,015 6,015 5,745 4,475 1,470 245 0 0 0
2,620 2.308 1,99  1.686 1,380 1,073 766 461 202 51 6 0 0 0
5,930 5,930 5,925 5,925 5,920 5,920 5,920 5,920 5,920 5,800 2,280 0 0 0
3.005 2,700 2,394 2,089 1,784 1,480 1,175 870 565 263 57 0 0 0
1,190 1,190 1,190 1,190 1,190 1,190 1,190 1,190 1,190 1,190 1,190 0 0 0
625 565 506 446 387 327 268 208 149 89 30 0 0 0

0 0 0 0 0 0 0 0 0 0 0 0 0 0

0 0 0 0 0 0 0 0 0 0 0 0 0 0
220,865 205,130 193,375 170,715 160,390 142,470 133,435 117,820 105,645 83,575 70,515 58,340 38,875 13,650
81.853 71,097 60,987 51,704 43,327 35.454 28.439 21,862 16,242 11,479 7,611 4,389 1,959 341
0 0 0 0 0 0 0 0 0 0 0 0 0 0

0 0 0 0 0 0 0 0 0 0 0 0 0 0

0 0 0 0 0 0 0 0 0 0 0 0 0 0

0 0 0 0 0 0 0 0 0 0 0 0 0 0

0 0 0 0 0 0 0 0 0 0 0 0 0 0

0 0 0 0 0 0 0 0 0 0 0 0 0 0
5,095 5,095 5,095 5,095 5,095 5,095 5,095 5,095 3,595 770 120 45 45 0
2,180 1,916 1.652 1,391 1,134 876 618 361 142 32 9 4 2 0
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STATE OF MINNESOTA

GENERAL OBLIGATION DEBT
SCHEDULED DEBT SERVICE FOR FISCAL YEARS 2008-2027

PRINCIPAL PAYMENTS - BOLD FACE INTEREST PAYMENTS - MEDIUM FACE
($ IN THOUSANDS)
AMOUNT
AUTHORIZATION  QUTSTANDING
GROUP & FUND & TYPE YEAR-CHAPTER 6/30/2007 008 2009 2010 2011 2012 2013

TRUNK HIGHWAY (CONT)
TRUNK HIGHWAY (CONT) ’
X'02.001 8,595 510 505 505 505 505 505

3,653 417 392 366 341 316 291
X'03.018 90,290 5,285 5,285 5,285 5,285 5,285 5,285

38.607 4,383 4,119 3,855 3,591 3.326 3.062

X'03.019 359,920 20,865 20,865 20,865 20,865 20,865 19,230
165,143 17,560 16,517 15,474 14,430 13,387 12,367

GROUP TOTAL TRUNK HIGHWAY 534,955 31,960 31,760 31,760 31,760 31,760 30,115
236,306 26,115 24,519 22,924 21,327 19,732 18,161

MAX EFFORT SCHOOL LOAN
REFUNDING BONDS

"16A.66 24,145 4,870 4,750 4,710 3,745 3,545 1,510
3.006 1.035 794 558 346 179 73
SCHOOL LOANS
'00.492 12,180 805 805 805 805 805 805
4,649 593 553 512 472 431 391
X'01.012 15,810 930 930 930 930 930 930
' 6,719 767 721 674 628 581 535
'02.393 10,665 620 620 620 620 620 620

4,589 518 487 456 425 394 363

'05.020 10,400 525 525 525 525 525 525
5,153 507 481 454 428 402 | 376

GROUP TOTAL MAX EFFORT SCHOOL LOAN 73,200 7,750 7,630 7,590 6,625 6,425 4,390
24,116 3.420 3.035 2,655 2,299 1,988 1,737

STATE GUARANTEED BONDS
GUARANTEED BOND CLASS i
'91.350 35,815 1,105 1,180 1,260 1,350 1,430 1,515

14,559 2,211 2,133 2,050 1,966 1,883 1.794

GROUP TOTAL STATE GUARANTEED BONDS 35,815 1,105 1,180 1,260 1,350 1,430 1,515
14,559 2,211 2,133 2,050 1,966 1,883 1,794

TOTAL PRINCIPAL - LESS GUARANTEE 3,953,495 336,695 334,350 324,975 297,665 294,330 272,050
TOTAL INTEREST - LESS GUARANTEE 1,456,777 191,800 174,569 158,015 142,276 127,489 113,374
TOTAL DEBT SERVICE - LESS GUARANTEE (1) 5,410,272 528,495 508,919 482,990 439,941 421,819 385,424
TOTAL PRINCIPAL - ALL FUNDS 3,989,310 337,800 335,530 326,235 299,015 295,760 273,565
TOTAL INTEREST - ALL FUNDS 1,471,336 194,011 176,702 160,064 144,242 129,372 115,169
TOTAL DEBT SERVICE - ALL FUNDS (1) 5,460,646 531,811 512,232 486.299 443,257 425,132 388,734
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STATE OF MINNESOTA

GENERAL OBLIGATION DEBT
SCHEDULED DEBT SERVICE FOR FISCAL YEARS 2008-2027

PRINCIPAL PAYMENTS - BOLD FACE INTEREST PAYMENTS - MEDIUM FACE
($ IN THOUSANDS)

2019 020 2021

2014 2015 2016 2017 2018 2022 2023 2024 202 2026 2027
505 505 . 505 505 505 505 505 505 505 505 505 5 0 0
265 240 215 190 164 139 114 89 63 38 13 0 0 0

5,285 5,285 5,285 5,285 5,285 5,285 5,285 5,285 5,285 5,285 5,285 185 185 75
2,798 2,534 2,269 2,005 1,741 1,477 1,212 948 684 420 155 19 9 2
19,230 19,230 19,230 18,855 18,400 18,400 18,400 18,400 18,400 18,400 18,400 16,950 10,950 3,120
11,405 10,444 9,482 8,521 7,589 6,669 5.749 4,829 3,909 2,989 2,069 1,186 488 78
30,115 30,115 30,115 29,740 29,285 29,285 29,285 29,285 27,785 24,960 24,310 17,185 11,180 3,19
16.648 15,134 13,619 12,107 10,628 9.161 7,693 6.227 4,799 3,478 2,246 1,209 499 80
1,015 0 0 0 0 0 0 0 0 0 0 0 0 0
20 0 0 0 0 0 0 0 0 0 0 0 0 0

805 805 805 805 805 805 800 800 800 120 0 0 0 0
350 310 269 229 188 147 107 67 26 3 0 0 0 0
930 930 930 930 930 930 930 930 930 930 930 0 0 0
488 442 395 349 302 256 209 163 116 70 23 0 0 0
620 620 620 620 620 620 620 620 620 615 620 130 0 0
332 301 270 239 208 177 146 115 84 53 22 3 0 0
525 525 525 525 525 525 525 525 525 525 525 525 525 425
349 323 297 271 244 218 192 166 139 113 87 61 - 34 11
3,895 2,880 2,880 2,880 2,880 2,880 2,875 2,875 2,875 2,190 2,075 655 525 425
1,540 1,375 1,231 1,087 942 798 654 510 366 239 132 64 34 11
1,605 26,370 0 0 0 0 0 0 0 0 0 0 0 0
1,698 824 0 0 0 0 0 0 0 0 0 0 0 0
1,605 26,370 0 0 0 0 0 0 0 0 0 0 0 0
1,698 824 0 0 0 0 0 0 0 0 0 0 0 0

254,875 238,125 226,370 203,335 192,555 174,635 165,595 149,980 136,305 110,725 96,900 76,180 50,580 17,270
100,041 87,606 75,837 64,897 54,897 45,412 36.785 28,599 21,407 15.197 9,989 5,662 2,493 432

354,916 325,731 302,207 268,232 247,452 220,047 202,380 178,579 157,712 125,922 106,889 81,842 53,073 17,702

256,480 264,495 226,370 203,335 192,555 174,635 165,595 149,980 136,305 110,725 96,900 76,180 50,580 17,270
101,739 88,430 75,837 64,897 54,897 45,412 36,785 28,599 21,407 15,197 9,989 5,662 2,493 432

358,219 352,925 302,207 268,232 247,452 220,047 202,380 178,579 157,712 125,922 106,889 81,842 53,073 17,702

B-15




Market Value of Taxable Property: The market value, as defined by statute, of taxable real and
personal property in the State, based upon the January 2006 valuation, was estimated by the
Commissioner of Revenue to be $519,219,387,000. This value is based upon certified abstracts of
assessment submitted by local assessors and on file with the Commissioner of Revenue. The values
shown on the assessors’ abstracts are required by law to be based upon the assessors’ judgment of
the probable price at which the property could be sold in an open market transaction between a
willing buyer and seller, both knowledgeable of the current market, neither being compelled to buy or
sell.

MARKET VALUE OF TAXABLE PROPERTY
($ in Thousands)

Year of Total Percentage Increase

Assessment Real Property Personal Property Market Value from Prior Year
1997 $202,875,000 $3,490,000 $206,365,000 717%
1998 219,034,000 3,641,000 222,675,000 7.90
1999 237,387,125 3,931,269 241,318,394 8.37
2000 260,679,384 4,003,571 264,682,955 9.68
2001 288,122,488 4,114,925 292,237,413 10.41
2002 320,941,481 4,263,859 325,205,340 11.28
2003 359,163,493 4,624,447 363,687,940 11.83
2004 407,146,983 4,713,782 411,860,765 13.25
2005 459,506,046 4,807,666 464,313,712 12.74
2006 (est) 514,254,153 4,965,234 519,219,387 11.83

EQUIPMENT FINANCING

The Commissioner of Finance is authorized by Minnesota Statutes, Section 16A.85, to establish a
master lease equipment financing program. Pursuant to this authority the Commissioner has entered
into master lease agreements providing for equipment financing and expects to continue this practice.
As of December 31, 2006, principal in the amount of $13,876,778 was outstanding and unpaid under
the master lease program. The master leases and the State’s obligation to make rental payments
thereunder are not general or moral obligation indebtedness of the State; rather the State is obligated
to make rental payments thereunder only to the extent of moneys appropriated from time to time for
this purpose.

Various State agencies, with the Commissioner of Finance’s assistance, have entered into
individual equipment lease financing agreements from time to time for the purpose of financing the
acquisition of equipment not financeable under the master lease statute. As of December 31, 2006,
principal in the amount of $7,570,245 was outstanding and unpaid under such equipment leases. The
nature of the State’s obligation to make rental payments under these equipment leases is the same as
under the master leases described above.

REAL ESTATE FINANCING

On March 1, 2000, the City of Bemidji and the State entered into a Lease and Purchase Option
Agreement. Under the Lease and Purchase Option Agreement, the City of Bemidji issued $8,275,000
of bonds to finance the design of and to construct, equip, and furnish a satellite laboratory in the City
of Bemidiji for use by the Minnesota Bureau of Criminal Apprehension. As of April 1, 2007, $6,940,000
of the bonds will remain outstanding. Rental payments paid by the State will be used to pay debt
service on the bonds. The State’s obligation to make rental payments is not general or moral obligation
indebtedness of the State; rather the State is obligated to make rental payments only to the extent of
moneys appropriated from time to time for this purpose.
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On November 1, 2002, the Port Authority of Saint Paul and the State entered into two separate
Lease and Option to Purchase Agreements. Under the Lease and Option to Purchase Agreements,
the Port Authority has agreed, under certain conditions, to issue bonds to finance the design of and
to construct, equip, and furnish two office buildings and related parking facilities, and to lease the
buildings and related parking facilities to the State. The buildings are approximately 400,000 square
feet and 342,000 square feet in size. The amount of bonds sold to finance both of the facilities was
$193,105,000, of which $165,855,000 remain will be outstanding, on April 1, 2007. The nature of the
State’s obligation to make rental payments under these Lease and Option to Purchase Agreements is
the same as when the Lease and Option to Purchase Agreement with the City of Bemidii
described above.
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APPENDIX C
. Schedule of Bonds Being Refunded

Proceeds of the Bonds will be used to refund the General Obligation State Various Purpose Bonds
dated August 1, 1997, maturing in the years and amounts and bearing interest at the annual rates set
forth below. Bonds maturing on or after August 1, 2008 will be called for redemption and prepayment
on August 1, 2007 at par plus accrued interest.

Maturing Principal Interest

August 1 Amount Rate
2008 $10,150,000 4.625%
2009 10,150,000  4.625%
2010 10,150,000 4.75%
2011 10,150,000 4.80%
2012 10,145,000 4.85%
2013 10,145,000 4.90%
2014 10,145,000 4.90%
2015 10,145,000 5.00%
2016 10,145,000 5.00%
2017 10,145,000 5.00%

101,470,000

Proceeds of the Bonds will be used to refund the General Obligation State Various Purpose Bonds
dated June 1, 1998, maturing in the years and amounts and bearing interest at the annual rates set
forth below. Bonds maturing on or after June 1, 2009 will be called for redemption and prepayment on
June 1, 2008 at par plus accrued interest.

Maturing Principal Interest
June 1 Amount Rate

2009 $8,775,000 5.00%
2010 8,775,000 5.00%
2011 8,775,000 5.00%
2012 8,775,000 5.00%
2013 7,925,000 5.00%
2014 7,775,000 5.00%
2015 7,775,000 5.00%
2016 7,775,000 5.00%
2017 7,775,000 5.00%
2018 7,775,000 5.00%

81,900,000
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Proceeds of the Bonds will be used to refund the General Obligation State Various Purpose Bonds
dated November 1, 1998, maturing in the years and amounts and bearing interest at the annual rates
set forth below. Bonds maturing on or after November 1, 2009 will be called for redemption and
prepayment on November 1, 2008 at par plus accrued interest.

Maturing Principal Interest
November 1 Amount Rate
2009 $9,040,000 5.00%
2010 9,040,000 5.00%
2011 9,040,000 5.00%
2012 9,040,000 5.00%
2013 9,040,000 5.00%
2014 9,040,000 5.00%
2015 9,040,000 5.00%
2016 9,040,000 5.00%
2017 9,040,000 5.00%
2018 9,040,000 5.00%
90,400,000
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APPENDIX D
Cash Flow Information

The Statutory General Fund is established in Minnesota Statutes, Section 16A.671, subdivision 3a,
and is defined as follows:

“** all cash and investments from time to time received and held in the treasury, except
proceeds of state bonds and amounts received and held in special or dedicated funds created
by the constitution, or by or pursuant to federal laws or regulations, or by bond or trust
instruments, pension contracts, or other agreements of the state or its agencies with private
persons, entered into under state law.”

The General Fund, special revenue funds, internal service funds, enterprise funds and capital
projects funds make up the Statutory General Fund. Cash contained in the Statutory General Fund is
available for State cash flow purposes.

Major special revenue funds included in the Statutory General Fund include the Petro Tank
Release, the State Airports, the Game and Fish, the Workforce Development, the Tobacco Use
Prevention, the Workers Compensation, the Environmental Waste and the Northeast Minnesota
Economic Development funds.

Internal service funds, enterprise funds and capital project funds included in the Statutory
General Fund include the MnSCU, the General Projects, the Risk Management, the Lottery Cash Flow
and the State Operated Services Funds.

The Commissioner of Finance anticipates that the Statutory General Fund will have a positive
cash balance throughout the Current Biennium.

The Legislature established the Cash Flow Account at $350 million for the Current Biennium.

The State has not done any short-term borrowing since January 1985 and has no short-term debt
outstanding.
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APPENDIX E
Obligations of State Agencies

The University of Minnesota, established as a separate entity by the Minnesota Constitution, and
various State agencies or instrumentalities established by the Legislature, are authorized by law to
issue various forms of obligations. These obligations may be supported by the full faith and credit of
the University or the other issuer, or by various revenue pledges, or both. However, such obligations
are not debts of the State and the State is not required to provide moneys for their payment. A
description of the various issuers of such obligations and the obligations issued by them outstanding
as of April 1, 2007, is set forth below.

Agency Indebtedness

Minnesota Housing Finance Agency (MHFA). The MHFA was established in 1971, and is
governed by Chapter 462A of the Minnesota Statutes. The enabling legislation for the MHFA
authorizes it to issue bonds and notes in amounts such that the principal amount outstanding at any
instant of time (excluding the principal amount of any bonds or notes that have been refunded) is
limited to an amount of $3.0 billion. The proceeds from the MHFA bonds and notes may be used to
fund an assortment of programs designed to provide housing for low and moderate income residents
of the State of Minnesota, which includes the making and purchase of loans for the production and
rehabilitation of single and multi-family housing.

The MHFA’s notes and bonds are general obligations of the MHFA but are not a debt or liability
of the State. Under Chapter 462A, the MHFA must annually determine and certify to the Governor for
inclusion in the State budget, the amount, if any, needed to restore the debt service reserve fund for
each issue of bonds to its debt service reserve requirement. In the opinion of bond counsel and
general counsel to the MHFA, the Legislature is legally authorized to appropriate the amount included
in the Governor's proposed budget for debt service reserve fund, but is not legally obligated to
appropriate such amount. Under Chapter 462A, if such a deficiency is certified, the MHFA is also
required to certify to the Governor any anticipated deficiency in the revenues of the following fiscal
year, estimated to be available for the payment of principal installments and interest due in that year,
and the Governor is required to report such an anticipated deficiency to the Legislature.

The principal amount of bonds and notes of the MHFA which are outstanding at any time
(excluding the principal amount of any bonds and notes advance refunded) is limited to $3,000,000,000.
The following table lists the principal amounts of indebtedness, all of which are general obligations of
the MHFA, which will be outstanding as of April 1, 2007:

Minnesota Housing Finance Agency
Bonds Outstanding As Of: April 1, 2007

Outstanding

Original Amount
Number Amount 04/01/2007
of Series Interest Rate Maturity Due (in thousands) (in thousands)
Rental Housing . . .............. ... ... 26 2.30% to 6.60% 2007-2047 $ 477,915 $ 196,180
Residential Housing Finance .. ......... 53 2.15% to 6.51% 2007-2038 1,984,690 1,789,705
Single Family Mortgage . .. ............ 59 2.35% to 8.05% 2007-2035 1,312,240 310,315
138 $3,774,845  $2,296,200

The payment of principal and interest on obligations of the Agency as shown above may be
made, if necessary, from the MHFA's General Reserve Account.

University of Minnesota. The University of Minnesota was established by Territorial Laws 1851,
Chapter 3, adopted by the legislative assembly of the Territory of Minnesota. Pursuant to authorization
by Congress on February 26, 1857, the voters of the State approved and adopted a State constitution
on October 13, 1857. The State was admitted to the union by act of Congress passed on May 11,
1858.

E-1



The State Constitution confirmed and fixed the existence of the University as a separate institution
of the State, having all rights, immunities, franchises and endowments previously granted or confirmed,
and all lands and donations thereafter given to it. The University is governed by a board of twelve
regents who are elected by the Legislature, and is dependent upon appropriations by the Legislature
to pay much of its instructional costs. The regents are a body corporate with the right to sue and be
sued and to make contracts.

Pursuant to this authority the Board of Regents has sold and issued bonds to finance the
construction of buildings and structures needed for the University. The amount of such bonds
outstanding as of April 1, 2007 will be $530,771,791. The bonds are payable solely from and secured
by revenues to be derived from specified facilities and the general funds of the University, and by the
full faith and credit of the University.

Minnesota Office of Higher Education (MOHE). The MOHE was established and is organized
and existing under Minnesota Statutes, Sections 136A.01 to 136A.236 and 136A.61 to 136A.88. The
2005 Legislature named MOHE as successor for all of the bonds of the Minnesota Higher Education
Services Office and the Minnesota Higher Education Coordinating Board. The law authorizes the
MOHE to issue revenue bonds and notes to finance guaranteed loans for students attending eligible
post-secondary educational institutions. The amount of such bonds outstanding at any one time, not
including refunded bonds or otherwise defeased or discharged bonds, may not exceed $850,000,000.
The loans are made and insured in accordance with MOHE’s Guaranteed Student Loan Program
instituted pursuant to Part B of Title IV of the Higher Education Act of 1965 as amended. As of April 1,
2007, MOHE will have $557,000,000 of bonds outstanding payable from the Student Educational Loan
Fund Il and Ill. These obligations are payable solely from loan repayments, loan insurance, loan and
investment earnings, other money of the MOHE, and, if necessary, from proceeds of additional MOHE
obligations.

Board of Trustees of the Minnesota State Colleges and Universities (MnSCU). The MnSCU was
established and is governed by Minnesota Statutes, Chapter 136F, which authorizes the MnSCU to
establish its Revenue Fund and to issue its revenue bonds as secured by the Revenue Fund to
finance the construction and improvement of dormitory, residence hall, student union, food service
and other revenue producing buildings and related facilities used for the primary benefit of students
of the state universities within the Minnesota State Colleges and Universities System. As of April 1,
2007, the MnSCU will have $101,370,000 tax exempt bonds and $17,420,000 taxable bonds
outstanding that are payable solely from and secured by an irrevocable pledge of revenues to be
derived from the operation of the buildings financed from the Revenue Fund and from fees imposed
upon students for student activities, student facilities or other sources all of which are received in the
Revenue Fund. In addition to bonds, the Revenue Fund issues guaranties of debt (other than revenue
bonds) incurred to finance Revenue Fund facilities. Two guarantees have been issued to date, one for
$3,633,077 and the other for $14,780,000. The guarantees are on a parity to right of payment with the
revenue bonds.

Minnesota Higher Education Facilities Authority (MHEFA). The MHEFA was established by
Minnesota Statutes, Section 136A.25 to 136A.42, passed in 1971. The law authorized the MHEFA to
issue revenue bonds to finance the acquisition, construction, improvement and remodeling of college
buildings and structures to be used solely for or to facilitate nonsectarian educational purposes, and
to refinance facilities of this type. The amount of such bonds outstanding at any time may not exceed
$800,000,000. As of April 1, 2007, the MHEFA will have $717,419,291 principal amount of bonds
outstanding. Each issue is payable solely from and secured by a first lien on the revenues of the
project financed, reserve funds and a guarantee of the institution for which the project is financed.

Minnesota State Armory Building Commission (MSABC). The MSABC was established and is
governed by Minnesota Statutes, Chapter 193, which authorizes the MSABC to issue its bonds to
finance the acquisition, construction, and equipment of National Guard armory buildings. The total
principal amount of such bonds outstanding at anytime may not exceed $15,000,000. As of April 1,
2007, the MSABC will have $4,315,000 principal amount of bonds outstanding. The MSABC is
required to lease each armory to the State for use by National Guard Forces, upon lease rentals
specified by statute. The bonds are payable from ad valorem taxes levied by the county or
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municipality where the armory is located, State appropriations to pay lease rentals, and rentals or use
charges derived from persons or groups other than the State using the armory where such use will not
interfere with the State’s use.

Minnesota State Zoological Board. (MSZB). The State appropriated moneys to finance the
acquisition and construction of a State zoological garden which is owned and operated by the MSZB.
The MSZB is not specifically authorized by law to borrow money or issue obligations in evidence
thereof. However, in 1977 the Legislature authorized the MSZB to acquire an automated, monorail
transportation system for the garden by installment purchase contract, and the MSZB entered into
such a contract for this purpose.

On April 1, 1980, the Minnesota State Zoological Board was unable to make the installment
payment then due under the installment purchase contract. On December 30, 1985 the State and
investors entered into closing documents through which the State acquired all investor rights to the
monorail system for the sum of $1.5 million. The documents released the State from any and all
investor claims against the State and MSZB regarding the monorail system.

Minnesota Rural Finance Authority. In 1986 the Legislature created the Minnesota Rural Finance
Authority (RFA) and authorized it to issue revenue bonds to finance RFA programs, and to establish a
program of restructuring farm real estate loans. The 1987 Legislature broadened the RFA's authority by
establishing a beginning farmer loan program. The 1988 Legislature further broadened the RFA's
authority to include a seller sponsored loan program of purchasing participations in seller sponsored
loans to beginning and re-entry farmers. The 1992 Legislature authorized the RFA to establish an
expanded agricultural loan program. The 1994 Legislature authorized the RFA to establish a livestock
expansion loan program. As of April 1, 2007, the RFA has no revenue bonds outstanding for these
programs.

The Commissioner of Finance is authorized to issue up to $141.1 million in State general
obligation bonds to finance certain programs of the RFA and has issued $141.1 million of these bonds
for this purpose.

The 1991 Legislature also authorized the RFA to establish an aggie bond beginning farmer
program and an agricultural business enterprise loan program, and authorized the RFA to issue
revenue bonds for these programs. As of April 1, 2007, the RFA had issued $34,910,000 of revenue
bonds for these programs.

Minnesota Public Facilities Authority (MPFA). The MPFA was established in 1987 by Minnesota
Statutes, Chapter 446A which authorized it to make loans to local government units for wastewater
treatment projects. In 1994, Chapter 446A was amended to authorize the MPFA to also make loans for
drinking water projects, and amended again in 1997 to authorize the MPFA to also make loans for
transportation projects. As of April 1, 2007, the MPFA will have outstanding bonds of: Water Pollution
Control Revenue Bonds, $708,825,000, Drinking Water Revenue Bonds, $153,125,000, and
Transportation Revenue Bonds, $28,220,000, for a total outstanding amount of $889,770,000. The
MPFA’'s bonds are not a debt or liability of the state. The principal amount of MPFA bonds issued and
outstanding at anytime may not exceed $1,500,000,000.

Minnesota Agricultural and Economic Development Board (MAEDB). The MAEDB was established
by Minnesota Statutes, Chapter 41A, to provide for agricultural and economic development in the
State, and is authorized to issue revenue bonds for these purposes. The revenue bonds issued by the
MAEDB are not general obligations of the State. As of April 1, 2007, MAEDB will have outstanding
$18,720,000 of pooled revenue bonds which are paid for from revenues received from all of the
borrowers under all of the pooled bonds and are additionally secured by a pledge of funds maintained
in a reserve account created by the MAEDB for such pooled bonds. In addition, the MAEDB will have
outstanding $264,247,903 of revenue bonds that were issued for the benefit of various entities and
which are paid for solely from revenues received from the borrower under each specific bond issue.

Office of the Commissioner of the Iron Range Resources & Rehabilitation Authority (IRRRA).  The
IRRRA was established by Minnesota Statutes, Chapter 298, to perform certain functions for the
Northeastern portion of the State, including the promotion of economic development. The IRRRA is
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authorized to issue revenue bonds to accomplish the promotion of economic development. As of
April 1, 2007 the IRRRA will have $13,590,000 of bonds outstanding to finance the Giant’s Ridge
Recreation Area.

Minnesota Department of Finance. Minnesota Laws 1991, Chapter 350, authorized the State to
issue revenue bonds secured by the State’s full faith and credit in an amount up to $50,000,000 to
finance the construction and equipping of an engine repair facility in Hibbing, and up to $125,000,000
to finance the construction and equipping of an aircraft maintenance facility in Duluth. By agreement
dated December 21, 1994 with Northwest Airlines, Inc. (“NAI”), the intended lessee of both facilities,
and certain other parties, it was agreed that the Hibbing facility would not be constructed and that the
State would use its best efforts to issue revenue bonds secured by the State’s full faith and credit for
the Duluth facility. The State issued $47,670,000 of revenue bonds in May 1995, $35,815,000 of the
revenue bonds remain outstanding as of April 1, 2007, of which $20,610,000 are payable primarily
from lease payments of NAI, and $15,205,000 are payable primarily from tax increment revenues
derived from the Duluth facility and other revenues of the City of Duluth. In the event such revenues
are insufficient the State will have the right to apply to the payment of such bonds, or to reimburse
itself for making such payments from, certain state-aid payments otherwise payable to the City of
Duluth. NAI filed for bankruptcy on September 14, 2005. All $35,815,000 of the revenue bonds
outstanding are secured by the State’s full faith and credit. The bonds are structured so that the initial
bonds, together with expected later refundings, will provide financing over a 30 year amortization
period. The 1997 Minnesota Legislature cancelled $48,765,000 of the bonding authorization for the
Hibbing facility. The 2001 Legislature cancelled $81,275,000 of the bonding authorization for the
Duluth facility.

The 1999 Minnesota Legislature authorized, in Minnesota Statutes, Section 356.89, the issuance
of up to $38 million of state revenue bonds to finance the acquisition, design, construction and
equipping of a building and related facilities to be jointly occupied by the Minnesota State Retirement
System, the Teachers Retirement Association and the Public Employees Retirement Association. The
Commissioner of Finance sold $29,000,000 of the revenue bonds in June 2000. As of April 1, 2007,
there will be $26,625,000 of Minnesota State Retirement System bonds outstanding.

The Minnesota Legislature authorized, in Minnesota Statutes, Section 403.275, the issuance of up
to $62.5 million of state revenue bonds. These revenue bonds will be used to finance Phase 3 of a
statewide radio system that enables emergency response organizations to utilize a single, integrated,
and highly structured digital radio system. The debt service on the revenue bonds are paid solely from
the revenues derived from a fee assessed to each customer of a wireless or wire-line service provider
connected to the public switched telephone network that furnishes service capable of originating a
911 emergency telephone call. The Commissioner of Finance sold $35,000,000 of the revenue bonds
in November 2006. As of April 1, 2007 there will be $35,000,000 of the 911 Revenue Bonds
outstanding.
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APPENDIX F

State Government
and Fiscal Administration

State Government

The State was formally organized as a territory in 1849 and was admitted to the Union on May 11,
1858, as the 32nd state. Bordered by Canada on the north, Lake Superior and Wisconsin on the east,
lowa on the south, and North and South Dakota on the west, it is the 12th largest and 20th most
populous state in the Union.

The State’s Constitution organizes State government into three branches: Executive, Legislative
and Judicial.

The Executive Branch is headed by the Governor. The Governor, Lt. Governor, Attorney General,
State Auditor, and Secretary of State are popularly elected to four year terms. There are 18
departments and over one hundred agencies, boards, councils, and authorities which comprise the
Executive Branch. Most departments and agency heads are appointed and serve at the pleasure of
the Governor, subject to confirmation by the Senate.

The Legislative Branch is composed of a Senate and a House of Representatives. There are 67
senators who serve 4 year terms. House members number 134 and serve 2 year terms.

The Judicial Branch is headed by a Supreme Court. Three levels of courts function within the
Judicial Branch: Supreme Court, Appellate Court, and District Courts.

A general organization chart of the Executive Branch of State government is shown on the
following page. This diagram displays the various categories of the State’s service functions and the
organization units associated with the delivery of the service activities.

Fiscal Administration

The Department of Finance was created in 1973 under the control and supervision of the
Commissioner of Finance. The Commissioner is designated by statute as the chief accounting officer,
the principal financial officer, and the State controller and is assigned responsibility for the adminis-
tration of the financial affairs of the State. Minnesota voters approved a constitutional amendment in
November 1998 that eliminated the Office of the State Treasurer as of January 6, 2003. The
Commissioner of Finance assumed the duties of the State Treasurer. Included in the financial duties of
the Commissioner are:

Preparation of State biennial budget and capital budget.

Maintenance of general books of account and administration of the statewide accounting
system including a central disbursement system.

Administration of the State payroll system.

Sale and issuance of State general obligation and certain revenue bonds, general obligation
certificates of indebtedness, and equipment lease purchase financings.

Preparation of periodic and special reports on the financial affairs of the State.

Operation and control of allotment system (annual agency operating budgets).

Preparation of revenue, expenditure and cash flow estimates.

Banking and cash management activities.

To receive and account for all moneys paid into the State treasury properly disbursed or
invested.

Accounting System

State law requires the Commissioner of Finance to maintain an accounting system that shows at
all times, by funds and items, amounts appropriated and estimated revenues therefore; amounts
allotted and available for expenditure; amounts of obligations authorized to be incurred; actual
receipts, disbursements balances on hand; and unencumbered balances after deduction of all actual
and authorized expenditures.
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State law requires the Commissioner of Finance to administer the payroll of all employees of the
executive branch of government.

The accounting system is organized on a fund basis. A fund is an independent fiscal and
accounting entity with a self balancing set of accounts. Funds are established for the purpose of
carrying on specific activities or objectives in accordance with legal requirements.

Financial Reporting

State law requires the Commissioner of Finance to prepare a comprehensive financial report for
each fiscal year of the State in conformance with generally accepted accounting principles by the
December 31 following the end of the fiscal year. These reports are audited by the Legislative Auditor.
The Legislative Auditor’s opinion and the 2006 general purpose financial statements are presented in
Appendix A, and general long-term debt unaudited schedules are presented in Appendix B.

Investments

The State Board of Investment, comprised of four of the State’s constitutional officers, is
responsible for the formulation of State investment policies and for the purchase and sale of securities.
Moneys from various funds are invested according to regulations on types and terms of investments
imposed by law on each grouping. The investments are grouped as follows:

Invested Treasurer’s Cash — temporary investment of a pool of cash, not immediately needed,
from funds other than funds dedicated by the constitution, State law, or by federal law.

Highway Funds — temporary investment of bond proceeds and receipts not immediately needed.
Various retirement funds — investment of assets and reserves.
Trust Funds — investment of assets and reserves.

Other departmental funds.

Revenues and Budgeting

The Department of Revenue exercises general supervision over the administration of the taxation
and assessment laws of the State. In the exercise of such power, the Department of Revenue
promulgates guidelines to ensure that property tax laws are administered uniformly by local governmental
units and that the assessments of property are made on an equal basis throughout the State.

The Department of Revenue administers taxes owing to the State by collecting, among others,
individual income and corporation taxes, sales and use taxes, inheritance and gift taxes, motor fuel
taxes and excise taxes on liguor and tobacco. Additionally, the Department of Revenue is responsible
for informing localities when their expenditures exceed the limit set for them by the State Legislature.

Audit Control Procedures

The Office of the Legislative Auditor is the post audit agency of all State departments, agencies,
boards and commissions. The Office of the Legislative Auditor conducts the audits of all accounts,
records, inventories, vouchers, receipts, funds, securities, and other assets at least once a year, if
funds and personnel permit, and more often if deemed necessary or as directed by the Legislature or
the Legislative Audit Commission. As an agency of the legislative branch, the Office of the Legislative
Auditor is independent of the executive branch and the departments, boards, commissions and other
agencies thereof that it is responsible for auditing.

Status of Collective Bargaining

The State currently has 15 bargaining units for State employees. The Department of Employee
Relations (DOER), Labor Relations and Total Compensation Division, negotiates seven non-faculty
labor contracts. Minnesota State Colleges and Universities System staff negotiates three faculty
contracts. The DOER develops compensation plans for un-represented employees. All contracts and
compensation plans are subject to review and approval by the Legislature.
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The State has settled voluntary agreements with AFSCME (7 units-craft, service, health care
non-professional, clerical, technical, correctional officers and radio control officers), MAPE, MGEC,
MNA, MLEA, MMA, SRSEA, Minnesota State College Faculty Association (MSCF), Minnesota State
University Administration and Service Faculty (MSUAF) and Minnesota State University Interfaculty
Organization (IFO) for the Current Biennium employee contracts.

INFORMATION ON STATE BARGAINING UNITS

UNIT Employees as of
Union or Association January 2007
AFSCME (7 bargaining units) 17,880
MN Association of Professional Employees (MAPE) 11,250
Middle Management Association (MMA) 2,760
MN Government Engineers Council (MGEC) 870
MN Nurses Association (MNA) 760
MN Law Enforcement Association (MLEA) 720
State Residential Schools Education Association (SRSEA) 180
State College Faculty Association (MSCF) 4,430
State University Interfaculty Organization (IFO) 3,250
State University Admin and Service Faculty (MSUAF) 670
Total Represented Employees 42,770
Total State Employment 49,000
Percent of All Executive Branch Employees Unionized 87%
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APPENDIX G

Minnesota Defined Benefit Retirement Plans
and Other Postemployment Benefits

Minnesota’s defined benefit retirement plans are financed in several ways, including employee
contributions, contributions from State agencies for their covered employees, contributions from local
political subdivisions, and direct State appropriation. Estimates of direct General Fund appropriations
to these plans for the Current Biennium and Previous Biennium are shown in Table G-1. Table G-2
provides information on the impact of the current year’s legislation on the state Teachers’ Retirement
Fund. Additionally, Table G-3 presents summary data on the financial condition of the plans for the
most recent Fiscal Year on which valuation data is available. Information provided in Table G-3
includes:

current assets held in trust for participants;

the accrued benefit liability;

the accrued liability funding ratio;

the number of plan members;

identification of the funds for which the State has custodial responsibility; and
identification of the funds for which the State may have a contingent liability.

-2 Q2000®

Information concerning the specific benefit provisions of each plan is available upon request from
the Commissioner of Finance.

Since July 1, 1997, annual cost-of-living increases tied to national CPI are guaranteed up to 2.5%.
Any benefit increase beyond that level is based on a rolling five-year average market value gain to
retiree assets. As of July 1, 2010, benefit increases will be capped at 5%.

Each plan’s financing requirement is determined by a specific formula established in State law.
No assurance can be provided that the formulas will not change in the future. A brief description of the
existing formulas follows:

1. Minnesota State Retirement System; State Teachers’ Retirement Association; Public
Employees’ Retirement Association, and the Minneapolis, Duluth, and St. Paul Teachers’ Retirement
Associations. For each of these funds the contribution is specified in statute as a fixed
percentage of the plan member’s salary.

2. State’s share of amortizing unfunded liabilities of local police or fire relief associations
that are being phased out. Current State law provides that the State’s contribution will remain at
the level of the Fiscal Year 1992 appropriation, or less, as plans achieve full-funding, before the
year 2010.

3. Minneapolis Employees’ Retirement Fund. This fund is closed to new members. The
annual General Fund obligation is specified in statute as: (a) the total annual level dollar
contribution needed to amortize the entry-age normal unfunded liability by 2020 as estimated in
the most recent valuation, less (b) 2.5% of covered payroll, and less (c) $3,900,000. The total
cannot exceed $9,000,000 per year.

4. Legislators’ Retirement Plan.  General Fund appropriations are transferred to this
account on a current disbursement basis as retirement benefits are paid.

5. Judges’ Retirement Plan. This plan is funded through employer/employee contributions
as a fixed percentage of salary, as defined in statute.

6. Constitutional Officers’ Plan. General Fund appropriations are transferred to this account
on a current disbursements basis as retirement benefits are paid.
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TABLE G-1

Estimated General Fund Appropriation

Previous Current Next

Biennium Biennium Biennium
($ in thousands)

Constitutional Officers’ Retirement ................. $ 766 $ 839 $ 887
Legislators’ Retirement Plant™ .. ....... ... ... ... 1,350 8,198 2,370
Minneapolis Employees Retirement Fund® ........ 13,725 17,065 18,000
Basic Local Police & Fire Association® ... ... .. .. 164,246 175,094 184,123
Local Police or Fire Associations Amortization ... ... 10,005 9,938 9,300
Public Employees Retirement Association Aid ...... 29,169 29,128 29,120
Minneapolis Teachers’ Retirement Assoc.” . ... .. .. 31,590 15,756 0
Teachers’ Retirement Association® ................ 0 15,800 31,600
St. Paul Teachers’ Retirement Association® ... .. ... 5,929 5,936 5,934
TOTAL . $256,780 $277,754 $281,334

(1)

The payment of pension obligations for pre-1997 legislators was converted from a pre-funded
post-retirement system to an annual pay-as-you-go system. All annual pension obligations for
members in that plan are paid in full on an annual basis with no changes implemented in member
contribution rates or benefit levels.

Effective July 1, 1998, the State contribution is provided on a formula basis and is capped at no
more than $9 million per fiscal year. Any requirements beyond the capped aid are the exclusive
obligation of the employer units.

Basic local police and fire pension aid is an open General Fund appropriation based on the
dedicated proceeds equivalent to a 2% insurance premium tax on fire insurance.

The Minneapolis Teacher’'s Retirement Fund Association merged with the State Teacher's
Retirement Association (“TRA”) on July 1, 2006. Appropriations to aid the Minneapolis Teacher’s
Retirement Fund for FYQ7 and later years will be redirected to the State TRA.

This plan is separate from the State Teachers’ Retirement Association, and the State has no direct
custodial relationship. Benefits, investment practices and contributions are, however, controlled
by statute.

2006 Pension Legislation

e Consolidated the Minneapolis Teacher’s Retirement Fund Association with the State Teacher’s
Retirement Association (“TRA”), effective July 1, 2006.

e Increased TRA employer and employee contributions from 5.0 to 5.5% of salaries beginning
July 1, 2007, and increased the benefit for future teaching service. Table G-2 illustrates the
impact of the consolidation, the increased contributions and the increased benefits on the
TRA’s funding ratio.

e |ncreased employer and employee contributions for the Minnesota State Retirement System
(“MSRS”) from 4 to 5% of salaries. Increases will be phased in over four years beginning
July 1, 2007.

e Capped future benefit increases at 5% for benefit recipients of TRA, PERA and MSRS, as well
as the St. Paul Teachers Retirement Fund. The effective date for this cap is July 1, 2010.
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TABLE G-2

Condition of State Teachers’ Retirement Association
Before and After Consolidation with Minneapolis Teachers’ Retirement Fund Association

('$ in Millions)
Current
_Assets
Minneapolis Teachers’ Retirement Fund Association.
Pre-Consolidation: Actual, 7/1/2005 .............. $ 783
Teachers’ Retirement Association
Pre-Consolidation: Actual, 7/1/2005 .............. $17,753
Teachers’ Retirement Association
Post-Consolidation: Actual, 7/1/2006 ............. $19,036
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Accrued
Benefit

Liability

$ 1,756
$18,021

$20,679

Funding

Ratio

44.6%

98.5%

92.0%



TABLE G-3

Condition of Defined Benefit Pension Plans to Which
Minnesota Provides General Fund Resources, June 30, 2006

($ in Millions)’
Accrued
Current Benefit Funding Active Other
Assets Liability Ratio Members  Members
1. Funds For Which the State Has
Custodial Responsibility®

Minnesota State Retirement System: .....
— General Employee Fund $ 8487 $ 8819 96.23% 48,000 45,249
— Correctional Employee Fund .. ... 535 647  82.68% 3,910 2,580
— State Patrol Employee Fund ... ... 619 641 96.49% 851 887
— Judges Retirement Fund ........ 152 202  75.06% 303 277
— Legislators Retirement Fund® .. .. 49 81 59.62% 76 436
— Constitutional Officers Fund® .. .. 2 4 5.22% 0 16

Public Employees Retirement Association:
— Public Employees Fund ......... 12,495 16,738  74.65% 144,244 202,144
— PERA Police & Fire Fund ........ 5,018 5,261 95.39% 10,591 8,557
— Local Correctional Service Fund .. 126 133  94.35% 3,531 2,409
Teachers Retirement Association ........ 19,036 20,679 92.05% 79,164 78,412

2. Other Funds to Which the State Contributes
Mpls Employees Retirement Fund ....... 1,490 1,618 92.13% 335 5,054
Local Police & Fire Associations ......... 637 853  74.75% 224 1,749
St. Paul Teachers’ Retirement Fund ... ... 939 1,359 69.11% 4,052 5,742
Duluth Teachers’ Retirement Fund ....... 271 322 84.08% 1,174 2,072

(1) The information provided in this table reflects the condition of all funds as of June 30, 2006,
except for five local police & fire relief association funds that report separately on December 31,
2003: Minneapolis Fire, Minneapolis Police, Fairmont Police, Bloomington Fire, and Virginia Fire.

(2) Current assets, accrued benefit liability and funding ratios shown are for pension benefits due to
active members only. Assets and liabilities for retired members are accounted for separately in
the Minnesota Post Retirement Investment Fund. As of June 30, 2006, Minnesota Post Retirement
Investment Fund had 84.3% of the assets necessary to fund all future benefit payments.

(3) The pre-1997 Legislators and Constitutional Officers defined benefit retirement plans are now
financed on a pay-as-you-go basis from annual appropriations — there are no separate assets
reserved for these plans. Legislators and Constitutional Officers first elected after July 1, 1997 are
members of the State’s defined contribution plan.
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Postemployment benefits other than pensions

Postemployment benefits other than pensions are available to certain employees of the State,
under terms of their employment contract, upon retirement at age 55. If these employees elect
retirement at age 55, the State pays the employer’s share of health insurance benefits until the
employees reach age 65. The Governmental Accounting Standards Board (“GASB”) has issued
Statement 45 “Accounting and Financial Reporting by Employers for Postemployment Benefits Other
than Pensions” (“Statement 45”). The impact of implementing a CAFR using the new Statement 45
guidelines on postemployment benefits other than pensions has not been determined. GASB
Statement 45 is required to be implemented for the CAFR for Fiscal Year 2008. The impact of the
implementation will be determined by an actuarial calculation. The Commissioner of Finance is
currently working with the Commissioner of Employee Relations to define the contract for postem-
ployment benefits other than pensions actuarial calculations. The goal of the Commissioner of Finance
is to have a contract in place by June 30, 2007.

There are two major components to the impact of the GASB implementation:

1. Only certain State employees are entitled to postemployment benefits other than pensions.
These are described in Note 9 of the 2006 CAFR and include conservation officers,
correctional counselors, and highway patrol officers. There are approximately 1,900 retired
employees currently receiving this benefit.

A rough estimate of $65 million has been recorded as the liability for the current retirees in the
government-wide financial statements. Under GASB Statement 45, the CAFR statement for
Fiscal Year 2008, postemployment benefits other than pensions will be recorded as a liability
as part of the employee’'s compensation during their years of service. In the year of
implementation, the estimate of the liability for past service is allowed to be amortized over a
period not to exceed 30 years.

2. The second impact of GASB Statement 45 relates to retired employees that are allowed to
obtain health insurance at the current cost per employee to the State. It is assumed that as
employees get older, the cost of health care rises. The cost of healthcare for active
employees has to be calculated separately from the healthcare cost for retirees. This rate
subsidy will then be recorded as a liability as part of the compensation similar to item 1
above. The benefit of receiving a lower rate for health insurance must be calculated while the
employee is still working. The materiality of this component is currently being evaluated under
an existing actuarial contract.
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APPENDIX H
Selected Economic and Demographic Statistics

Population Trends In The State

Minnesota resident population grew from 4,390,000 in 1990 to 4,934,000 in 2000 as shown in
Table 1 or, at an average annual compound rate of 1.2 percent. In comparison, U.S. population also
grew at an annual compound rate of 1.2 percent during this period. Between 2000 and 2006, data in
Table 1 indicate Minnesota population grew at annual compound rate of 0.8 percent compared to
1.0 percent for the U.S. Minnesota population is currently forecast by the U.S. Department of
Commerce to grow at an annual compound rate of 0.8 percent through 2030, compared to 0.9 percent
nationally.

The Structure Of The State’s Economy

Diversity and a significant natural resource base are two important characteristics of the State’s
economy.

When viewed in 2006 at a highly aggregative level of detail, the structure of the State’s economy
parallels the structure of the United States economy as a whole. As shown in Table 2 below, State
employment in fourteen major sectors was distributed in approximately the same proportions as
national employment. In all sectors, the share of total State employment was within two percentage
points of national employment share.

Some unique characteristics of the State’s economy are apparent in employment concentrations
in industries that comprise the durable goods and non-durable goods manufacturing categories
summarized in Tables 3 and 4. In the durable goods industries, the State’s employment in 2006 was
highly concentrated in the fabricated metals, machinery, and computers and electronics categories.
Of particular importance is the computers and electronics category in which 24.3 percent of the
State’s durable goods employment was concentrated in 2006, as compared to 14.6 percent for the
United States as a whole. The emphasis is partly explained by the location in the State of Unisys, IBM,
Seagate Technology, and other computer equipment manufacturers which are included in the
computers and electronics classification. The miscellaneous manufacturing category includes Medtronic,
St. Jude Medical and other manufacturers of medical devices.

The importance of the State’'s rich resource base is apparent in the employment mix in
non-durable goods industries displayed in Table 4. In 2006, 35.3 percent of the State’s non-durable
goods employment was concentrated in food manufacturing. This compares to 28.6 percent in the
national economy. Food Manufacturing relies heavily on renewable resources in the State. Over half of
the State’s acreage is devoted to agricultural purposes. Printing and Related and Paper, Plastics and
Rubber Products are also relatively more important in the State than in the U.S.

Mining is currently a less significant factor in the State economy than it once was. However,
Minnesota retains vast quantities of taconite as well as copper, nickel, cobalt, and peat which may be
utilized in the future.

Employment Growth In The State

In the period 1990 to 2000, overall employment growth in Minnesota exceeded national growth as
shown in Table 5. Manufacturing has been a strong sector, with Minnesota employment outperforming
its U.S. counterpart in both the 1990-2000 and 2000-2006 periods.

In the 1990 to 2000 period, total employment in Minnesota increased 23.9 percent while
increasing 19.9 percent nationally. Non-farm employment data indicate the recession which began in
July 1990 was less severe in Minnesota than in the national economy, and that Minnesota’s recovery
was more rapid than the nation’s. The recent recession and recovery presents a mixed picture. For the
2000 to 2003 period, Minnesota non-farm employment declined 0.9 percent compared to a decline of
1.4 percent nationally. However, in the 2003 to 2006 period, Minnesota non-farm employment grew 2.8
percent compared to 4.7 percent nationally.
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Performance Of The State’s Economy

Since 1990, State per capita personal income has usually been within ten percentage points of
national per capita personal income. As shown in Table 6, the State’s per capita income, which is
computed by dividing personal income by total resident population, has generally remained above the
national average. In 2005, Minnesota per capita personal income was 108.2 percent of its U.S.
counterpart.

Tables 7, 8, and 9 show the performance of the Minnesota economy relative to the eleven other
states in the North Central Region. Measures used for comparison are total personal income,
population, personal income per capita, and non-agricultural employment. In the level of personal
income per capita, as shown in Table 7, Minnesota ranked second among the twelve states in 1990
and first in 2005. During the period 1990 to 2000, Minnesota ranked first in growth of personal income
and fifth during the period 2000 to 2005. Table 8 shows that Minnesota ranked ninth in personal
income growth among neighboring states in 2004-2005. Over the period 1990 to 2000, Table 9 shows
Minnesota non-farm employment grew 25.7 percent while the entire North Central Region grew 18.6
percent. During the 2000-2006 period, Minnesota non-farm employment grew 2.8 percent, while
regional employment declined 1.2 percent.

Another measure of the vitality of the State’s economy is its unemployment rate. Table 10 shows
that during 2005 and 2006, the State’'s monthly unemployment rate was generally less than the
national unemployment rate, averaging 4.1 percent in 2005, as compared to the national average of
5.1 percent. In 2006, Minnesota’s unemployment rate averaged 4.0 percent, compared to the national
average of 4.6 percent. In the first two months of 2007, Minnesota’s unemployment rate exceeded the
national rate.
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TABLE 1
RESIDENT POPULATION
(Thousands of Persons)

% Change % Change

Year U.S. Minnesota U.S. Minnesota
1997 . 272,647 4,763 1.2 1.1
1998 ... 275,854 4,813 1.2 1.0
1999 ... 279,040 4,873 1.2 1.2
2000 . ... 282,217 4,934 1.1 1.3
2001 .. 285,226 4,986 1.1 1.0
2002 ... 288,126 5,025 1.0 0.8
2003 ... 290,796 5,059 0.9 0.7
2004 ... 293,638 5,094 1.0 0.7
2005 ... 296,507 5,127 1.0 0.6
2006 ... 299,398 5,167 1.0 0.8

Source: Global Insight (USA), Inc., @ Markets Data Bank and U.S. Department of Commerce, Bureau
of the Census, www.census.gov/popest/states. Population data was released December
2006.
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TABLE 2
EMPLOYMENT MIX IN UNITED STATES AND MINNESOTA FOR 2006
(Thousands of Jobs)

Category Minnesota % of Total U.S. % of Total
Manufacturing Durables .................. 224.7 8.0 9,000 6.5
Manufacturing Non-Durables .............. 122.7 4.4 5,197 3.8
Natural Resources and Mining ............. 6.0 0.2 684 0.5
Construction ........... ... .. ... ... 129.8 4.6 7,688 5.6
Trade. . ... 437.0 15.5 21,216 15.3
Transportation, Warehousing, Public Utilities . 94.5 3.4 5,014 3.6
Information. ......... ... ... ... . L 57.7 2.0 3,055 2.2
Financial Activities . ............... ... .. .. 181.1 6.4 8,363 6.0
Professional and Business Services ........ 322.5 11.5 17,553 12.7
Education and Health Services. ............ 406.4 14.4 17,839 12.9
Leisure and Hospitality . ................... 245.8 8.7 13,142 9.5
Other Services ............ .. ... ......... 117.9 4.2 5,432 3.9
Government ... 414 1 14.7 21,990 15.9
Agriculture ... ... 549 2.0 2,206 1.6
Total ... . . 2,815.1 100.0 138,379 100.0

Sources: U.S. Employment — Global Insight (USA), Inc., U.S. Central Data Bank and U.S. Department
of Labor, Bureau of Labor Statistics, http://data.bls.gov.

Minnesota Employment — Minnesota Department of Employment and Economic
Development, www.deed.state.mn.us/Imi.

Minnesota employment data benchmarked to March 2006.

Industry detail determined according to the North American Industry Classification System
(NAICS).

U.S. employment data released January 2007.

Minnesota agricultural employment: Unpublished estimate from the Minnesota Department
of Employment and Economic Development.

U.S. agricultural employment: U.S. Department of Labor, Bureau of Labor Statistics,
http://stats.bls.gov/cpsaat2.pdf/.

Columns may not add due to rounding.
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TABLE 3
EMPLOYMENT IN DURABLE GOODS INDUSTRIES IN
UNITED STATES AND MINNESOTA FOR 2006
(Thousands of Jobs)

Durable Goods Minnesota % of Total U.S. % of Total
Wood Products............. ... 16.5 7.3 560 6.2
Fabricated Metals . ....................... 43.7 19.5 1,554 17.3
Machinery ....... .. ... . . 34.2 15.2 1,192 13.2
Computers and Electronics ................ 54.3 24.3 1,317 14.6
Electrical Equipment .............. ... .. ... 8.2 3.6 436 4.8
Transportation Equipment.................. 14.7 6.5 1,765 19.7
Furniture and Related . .................... 13.1 5.8 556 6.2
Miscellaneous Manufacturing .............. 23.2 10.3 651 7.2
Other Durables . .......................... 16.8 7.5 969 10.8

Total ... 224.7 100.0 9,000 100.0

Sources: U.S. Employment — Global Insight (USA), U.S. Central Data Bank and U.S. Department of
Labor, Bureau of Labor Statistics, http://data.bls.gov.

Minnesota Employment — Minnesota Department of Employment and Economic
Development, www.deed.state.mn.us/Imi.

Minnesota employment data benchmarked to March 2006. U.S. data released January
2007. Both Minnesota and U.S. industry detail determined according to the North American
Industry Classification System (NAICS).

Columns may not add due to rounding.

TABLE 4
EMPLOYMENT IN NON-DURABLE GOODS INDUSTRIES IN
UNITED STATES AND MINNESOTA FOR 2006
(Thousands of Jobs)

Non-Durable Goods Minnesota % of Total U.S. % of Total
Food Manufacturing ...................... 43.3 35.3 1,484 28.6
Printing and Related ..................... 31.7 25.8 636 12.2
Paper, Plastic and Rubber Products ....... 43.7 35.6 1,266 24.4
Other Non Durables ...................... 4.0 3.3 1,811 34.9
Total ... . 122.7 100.0 5,197 100.0

Sources: U.S. Employment — Global Insight (USA), U.S. Central Data Bank and U.S. Department of
Labor, Bureau of Labor Statistics, http://data.bls.gov.

Minnesota Employment — Minnesota Department of Employment and Economic
Development, www.deed.state.mn.us/Imi.

Minnesota data benchmarked to March 2006. U.S. data released February 2007. Both
Minnesota and U.S. industry detail determined according to the North American Industry
Classification System (NAICS).

Columns may not add due to rounding.
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TABLE 5

EMPLOYMENT MIX IN THE UNITED STATES AND MINNESOTA FOR 1990, 2000 AND 2006

Category

(Thousands of Jobs)

Minnesota United States

% Change % Change
1990 2000 2006  1990-2000 2000-2006 1990 2000 2006 1990-2000 2000-2006

Manufacturing

Durables

......... 2171 2665 2247 17.6 (12.1) 10,736 10,876 9,000 1.3 (17.2)

Manufacturing
Non-Durables . . . . .. 124.2 1411 122.7 13.6 (13.0) 6,959 6,388 5,197 (8.2) (18.6)
Natural Resources and

Mining . . ......... 8.4 8.1 6.0 (3.6) (25.9) 765 599 684  (21.7) 14.2
Construction. . . ... .. 77.9 118.8 129.8 52.5 9.3 5,263 6,787 7,688 29.0 13.2
Trade............. 362.0 436.1 437.0 20.5 0.2 18,451 21,213 21,216 15.0 0.0
Transportation

Warehousing and

Utilities. . .. ... .. .. 85.8 103.3 94.5 20.4 (8.5) 4,216 5,012 5,014 18.9 0.0
Information. . ... .... 543 692 577 274 (16.6) 2688 3631 3055 351 (15.9)
Financial Activities . . . 129.3 164.8 181.8 27.5 10.3 6,614 7,687 8,363 16.2 8.8
Professional and

Business Services. . . 2145 3192 3225 48.8 1.0 10,848 16,666 17,553 53.6 5.3
Education and Health

Services. .. ....... 241.8 324.4  406.4 34.2 19.1 10,984 15,108 17,839 37.6 18.1
Leisure and

Hospitality .. ...... 181.0 2216 2458 22.4 10.9 9,288 11,862 13,142 27.7 10.8
Other Services . . . . .. 92.1 114.6 117.9 24.4 2.9 4,261 5,168 5,432 21.3 5.1
Government . . . ... .. 3479 4076 4141 17.2 1.6 18,415 20,790 21,990 12.9 5.8
Agriculture . ... ... .. 103.1 73.4 549  (28.8) (25.2) 3,223 2,464 2,206 (23.5) (10.5)
Total. . ............ 2,239.4 2,757.7 2,815.1 23.1 2.1 112,711 135,093 138,379 19.9 2.4
Sources: Minnesota 1990, 2000 and 2006 — Minnesota Department of Employment and Economic

Development, www.deed.state.mn.us/Imi.

U.S. 1990, 2000 and 2006, Global Insight (USA), Inc., U.S. Central Data Bank, and U.S.
Department of Labor, Bureau of Labor Statistics, http://data.bls.gov.

Minnesota employment data benchmarked to March 2006. U.S. employment released
February 2007. Both Minnesota and U.S. industry detail determined according to the North
American Industrial Classification System (NAICS).

Minnesota agricultural employment: Unpublished estimate from Minnesota Department of
Employment and Economic Development. U.S. Agricultural employment: U.S. Department
of Labor, Bureau of Labor Statistics, http://stats.bls.gov/cps/cpsaati.pdf/.

U.S. and Minnesota agricultural employment data for 2006 not necessarily comparable with
earlier years because of changes in methodology.
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TABLE 6
MINNESOTA AND UNITED STATES PER CAPITA PERSONAL INCOME

Minnesota
Year Minnesota U.S. as % of U.S.
1996 ... .. 25,716 24,175 106.4
1997 26,953 25,334 106.4
1998 ... 28,993 26,883 107.9
1999 ... 30,106 27,939 107.8
2000 . ... . 32,017 29,845 107.3
2001 .. 32,616 30,574 106.7
2002 ... 33,237 30,810 107.9
2003 ... 34,328 31,463 109.1
2004 ... 36,215 33,090 109.4
2005 ... 37,322 34,495 108.2

Source: Global Insight (USA), Inc., @ Markets Data Bank and U.S. Department of Commerce,
Bureau of Economic Analysis, www.bea.gov/regional/spi. Data last updated September
2006.
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TABLE 8
GROWTH OF PERSONAL INCOME BY STATES IN NORTH CENTRAL REGION®™

2004-2005
Rank  State Percent Growth

1 North Dakota ............ .. ... ... ... ... ....... 7.67
2 Kansas ........... ... 5.65
3 South Dakota ............. ... ... ... ... ...... 4.87
4 MISSOUN ... 4.66
5 MiNoiS . ... 4.60
6 Wisconsin . ... .. 4.16
7 Indiana ....... ... .. 4.04
8 Nebraska....... ... .. ... .. . ... .. .. .. .. .. .. ... 3.87
9 MINNESOTA ... 3.79
10 ONio .o 3.69
11 Michigan ......... . ... 3.40
12 lowa . ... ... 3.15
REGION . ... ... 4.10

Source: Global Insight (USA), Inc., @ Markets Data Bank and U.S. Department of Commerce,
Bureau of Economic Analysis, www.bea.gov/regional/spi.

(1) Refer to Table 7 for Personal Income figures.

TABLE 9
NON-FARM EMPLOYMENT IN TWELVE STATE NORTH CENTRAL REGION
(Thousands of Jobs)

1990 2000 2006 % Increase
State Employment Employment Employment 1990-2000 2000-2006
llinois ...... ... . ... .. .. ......... 5,288.4 6,044.8 5,934.7 14.3 (1.8)
Ohio ..o 4,882.3 5,624.7 5,441.3 15.2 (3.3)
Michigan .......... ... ... ... .. ... 3,969.7 4,673.9 4,341 1 17.7 (7.1)
Indiana ........... .. ... ... ... .. 2,521.9 3,000.1 2,973.4 19.0 (0.9)
Wisconsin ........... ... .. ..., 2,291.5 2,833.8 2,860.7 23.7 0.9
Missouri ... .. 2,345.0 2,748.7 2,774.2 17.2 0.9
MINNESOTA ... ... ... ... .. 2,135.9 2,684.9 2,765.3 25.7 2.8
lowa ........ ... 1,226.4 1,478.5 1,503.0 20.6 1.7
Kansas .......................... 1,088.5 1,344.9 1,353.6 23.6 0.6
Nebraska ........................ 730.1 914.0 946.9 25.2 3.6
South Dakota ..................... 288.7 377.7 398.8 30.8 5.6
North Dakota ..................... 265.8 327.7 352.9 23.2 77
Region ... ... ... ... ... .. 27,034.2 32,053.7 31,640.8 18.6 1.3)

Source: Global Insight (USA), Inc., @ Markets Data Bank and U.S. Department of Labor, Bureau of
Labor Statistics, http://data.bls.gov. Minnesota employment, Minnesota Department of
Employment and Economic Development, www.deed.state.mn.us/Imi/tools/ces.
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TABLE 10
MINNESOTA AND U.S. UNEMPLOYMENT RATES FOR 1999-2006 AND
THE FIRST TWO MONTHS OF 2007 NOT SEASONALLY ADJUSTED

Annual Average

1999 ... 2.8% 4.2%
2000 ... 31% 4.0%
2001 . 3.8% 4.7%
2002 .. 45% 5.8%
2003 .. 48% 6.0%
2004 ... 46% 5.6%
Month Minnesota U.S.
2005
January. ... 52% 5.7%
February................... 49% 5.8%
March ..................... 50% 5.4%
April. .o 42% 4.9%
May ....................... 3.7% 4.9%
dune ... 3.9% 5.2%
July .o 3.6% 5.2%
August ... 3.5% 4.9%
September................. 3.8% 4.8%
October .......... ... ..., 3.3% 4.6%
November ................. 3.7% 4.8%
December ................. 41% 4.6%
Annual Average .............. 4.1% 51%
2006
January......... ... o 50% 51%
February................. .. 48% 51%
March ..................... 46% 4.8%
April. ..o 40% 4.5%
May ....................... 3.3% 4.4%
June ... 3.7% 4.8%
July oo 3.7% 5.0%
August ... 3.5% 4.6%
September............. ... 3.8% 4.4%
October ................... 3.4% 4.1%
November ................. 3.8% 4.3%
December ................. 42% 4.3%
Annual Average .............. 4.0% 4.6%
Month Minnesota U.S.
2007
January............ . 54% 5.0%
February................... 51% 4.9%

Source: Minnesota  Department of  Employment and Economic Development,
www.deed.state.mn.us/Imi/tools/laus.
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TABLE 11

MINNESOTA BASED COMPANIES INCLUDED IN THE FORTUNE 500

Rank Revenues Assets Profits Industry
05 04 Company $000 $000 $000 Category Rank
29 27 Target ............ 52,620,000 34,995,000 2,408,000 General Merchandisers 2
37 40 UnitedHealth Group . 45,365,000 41,374,000 3,300,000 Health Care: Insurance 1
76 77 BestBuy .......... 27,433,000 10,294,000 984,000 Specialty Retailers 4
85 85 GSt. Paul Travelers Cos. 24,365,000 113,187,000 1,622,000 Insurance: P & C (stock) 4
101 105 Minnesota Mining &
Mfg. BM) ...... .. 21,167,000 20,513,000 3,199,000 Miscellaneous 1
113 104 Supervalu ......... 19,543,200 6,278,300 385,800 Wholesalers: Food and Grocery 2
131 143 U.S. Bancorp ...... 16,596,000 209,465,000 4,489,000 Commercial Banks 6
182 190 Northwest Airlines ... 12,286,000 13,083,000 (2,533,000) Airlines 4
188 198 Cenex Harvest States 11,984,600 4,726,900 250,000 Wholesalers: Food and Grocery 3
206 197 General Mills . ... ... 11,244,000 18,066,000 1,240,000 Consumer Food Products 4
235 246 Medtronic ......... 10,054,600 16,617,400 1,803,900 Medical Products & Equipment 2
247 256 Xcel Energy ... ... 9,695,300 21,648,300 513,000 Utilities: Gas & Electric 15
301 279 Land O'Lakes ...... 7,567,400 3,095,100 128,900 Consumer Food Products 9
352 319 Thrivent Financial for
Lutherans ........ 6,189,500 54,932,100 565,600 Insurance: Life, Health (mutual) 6
379 442 C.H. Robinson
Worldwide ........ 5,688,900 1,395,100 203,400 Transportation and Logistics 3
401 402 Hormel Foods ... ... 5,414,000 2,822,400 253,500 Consumer Food Products 12
457 476 Nash Finch ........ 4,555,500 1,077,400 41,300 Wholesalers: Food and Grocery 6
459 455 Ecolab ............ 4,534,800 3,796,600 319,500 Chemicals 16
470 — Mosaic ............ 4,396,700 8,444,000 165,600 Chemicals 12
Source: Fortune Magazine, dated April 17, 2006.
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APPENDIX |

Continuing Disclosure Undertaking

The Commissioner’s Order authorizing the issuance of the Bonds will contain provisions enabling
participating underwriters in the primary offering of the Bonds to comply with the requirements of
Securities and Exchange Commission Regulation, 17 C.F.R. Section 240.15¢c2-12, paragraph (b)(5), in
substantially the following form:

Section 3. Official Statement; Continuing Disclosure.

3.01. Official Statement. The Official Statement relating to the Bonds dated April 17, 2007 (the
“Official Statement”), is a final official statement within the meaning of Securities and Exchange
Commission Regulation, 17 C.FR. Section 240.15c2-12 as in effect and interpreted from time to time
("Rule 15c2-12"). The initial purchasers of the Bonds designated in Section 12 hereof (the “Initial
Purchasers”) are authorized and directed to distribute the Official Statement to all persons to whom
the Bonds are reoffered.

3.02. Continuing Disclosure.

(a) General Undertaking. On behalf of the State the Commissioner covenants and agrees with
the Registered Owners from time to time of the Bonds to comply with Rule 15¢2-12, paragraph (b)(5);
and, for this purpose, to provide to nationally recognized municipal securities information repositories
and any Minnesota state information depository, annual financial information of the type included in
the Official Statement and notice of the occurrence of certain specified events which materially affect
the terms, payment, security, rating or tax status of the Bonds, as set forth in this Section. The State
is the only “obligated person” in respect of the Bonds within the meaning of Rule 15¢c2-12. As used in
this Section 3.02, “Registered Owner” means, in respect of a Bond, the registered owner or owners
thereof appearing in the bond register maintained by the Registrar or any Beneficial Owner (as
hereinafter defined) thereof, if such Beneficial Owner provides to the Registrar evidence of such
beneficial ownership in form and substance reasonably satisfactory to the Registrar. As used herein,
“Beneficial Owner” means, in respect of a Bond, any person or entity which has the power, directly or
indirectly, to vote or consent with respect to, or to dispose of ownership of, such Bond (including
persons or entities holding Bonds through nominees, depositories or other intermediaries), or is
treated as the owner of the Bond for federal income tax purposes.

(b) Information To Be Disclosed. The Commissioner will provide, in the manner set forth in
paragraph (c) hereof, either directly or indirectly through an agent designated by the Commissioner,
the following information (the “Disclosure Information”) at the following times:

(1) On or before December 31 of each year, commencing in 2007 (each a “Reporting Date”):

(A) The Comprehensive Annual Financial Report of the State for the Fiscal Year ending on
the previous June 30, prepared by the Department of Finance in accordance with generally
accepted accounting principles for governmental entities as prescribed by the Government
Accounting Standards Board as in effect from time to time or, if and to the extent such financial
statements have not been prepared in accordance with such generally accepted accounting
principles, noting the variances therefrom and the effect thereof, together with an independent
auditor’s report prepared with respect thereto by the Office of the Legislative Auditor of the State
or other auditing authority designated by State law; provided, however, that if audited financial
statements are not available by such date, the financial statements to be delivered shall be
unaudited, but the State undertakes and agrees to provide, within 10 days after the receipt
thereof by the State, the audited general purpose financial statements of the State and the related
audit report described above; and

(B) To the extent not included in the financial statements referred to in clause (A) hereof, the
information for such Fiscal Year of the type contained in the Official Statement, which information
may be unaudited.

Any or all of the information may be incorporated by reference from other documents,
including official statements, which have been submitted to each of the repositories referred to



under this paragraph (b) or the Securities and Exchange Commission. If the document incorporated
by reference is a final official statement, it must be available from the Municipal Securities
Rulemaking Board. The Commissioner shall clearly identify in the information each document so
incorporated by reference.

If any part of the Disclosure Information can no longer be generated because the operations
of the State have materially changed or been discontinued, such Disclosure Information need no
longer be provided if the State includes in the Disclosure Information a statement to such effect;
provided, however, if such operations have been replaced by other State operations in respect of
which data is not included in the Disclosure Information and the State determines that certain
specified data regarding such replacement operations would be a Material Fact (as defined in
paragraph (2) hereof), then, from and after such determination, the Disclosure Information shall
include such additional specified data regarding the replacement operations.

If the Disclosure Information is changed or this Section 3.02 is amended as permitted by this
paragraph (b)(1) or subsection (d), then the State shall include in the next Disclosure Information
to be delivered hereunder, to the extent necessary, an explanation of the reasons for the
amendment and the effect of any change in the type of financial information or operating data
provided.

(2) In a timely manner, notice of the occurrence of any of the following events and which is a
Material Fact (as hereinafter defined):

(A) Principal and interest payment delinquencies;

B) Non-payment related defaults;

C) Unscheduled draws on debt service reserves reflecting financial difficulties;
D) Unscheduled draws on credit enhancements reflecting financial difficulties;

) Substitution of credit or liquidity providers, or their failure to perform;

F) Adverse tax opinions or events affecting the tax-exempt status of the security;
G) Moaodifications to rights to security holders;

H) Bond calls;

) Defeasances;

J) Release, substitution, or sale of property securing repayment of the securities; and
K) Rating changes.

As used herein, a “Material Fact” is a fact as to which a substantial likelihood exists that a
reasonably prudent investor would attach importance thereto in deciding to buy, hold or sell a
Bond or, if not disclosed, would significantly alter the total information otherwise available to an
investor from the Official Statement, information disclosed hereunder or information generally
available to the public. Notwithstanding the foregoing sentence, a “Material Fact” is also an event
that would be deemed “material” for purposes of the purchase, holding or sale of a Bond within
the meaning of applicable federal securities laws, as interpreted at the time of discovery of the
occurrence of the event.

(3) In atimely manner, notice of the occurrence of any of the following events or conditions:

(A) the failure of the State to provide the information required under subparagraph (1) of this
paragraph (b) at the time specified thereunder;

(B) the amendment or supplementing of this Section 3.02 pursuant to subsection (d),
together with a copy of such amendment or supplement and any explanation provided by the
State under subsection (d)(2);

(C) the termination of the obligations of the State under this Section 3.02 pursuant to
subsection (d);



(D) any change in the accounting principles pursuant to which the financial statements
constituting a portion of the information required under subparagraph (1) of this paragraph (b) are
prepared; and

(E) any change in the fiscal year of the State.

(c) Manner of Disclosure. The Commissioner agrees to make available the information described
in paragraph (b) to the following entities by telecopy, overnight delivery, mail or other means, as
appropriate:

(1) the information described in subparagraph (1) of paragraph (b), to each then nationally
recognized municipal securities information repository under Rule 15c2-12 and to any State
information depository then designated or operated by the State of Minnesota as contemplated
by Rule 15¢c2-12 (the “State Depository”), if any;

(2) the information described in subparagraphs (2) and (3) of paragraph (b), to the
Municipal Securities Rulemaking Board and to the State Depository, if any; and

(3) the information described in paragraph (b), to any rating agency then maintaining a
rating of the Bonds and, at the expense of any Registered Owner, to any Registered Owner who
requests in writing such information at the time of transmission under subparagraphs (1) or (2) of
this paragraph (c), as the case may be, or, if such information is transmitted with a subsequent
time of release, at the time such information is to be released.

(d) Term; Amendments; Interpretation.

(1) The covenants of the State in this Section 3.02 shall remain in effect so long as any
Bonds are Outstanding. Notwithstanding the preceding sentence, however, the obligations of the
State under this Section 3.02 shall terminate and be without further effect as of any date on which
the State delivers to the Registrar an opinion of bond counsel to the effect that, because of
legislative action or final judicial or administrative actions or proceedings, the failure of the State
to comply with the requirements of this Section 3.02 will not cause participating underwriters in
the primary offering of the Bonds to be in violation of the Rule 15¢c2-12 or other applicable
requirements of the Securities Exchange Act of 1934, as amended, or any statutes or laws
successory thereto or amendatory thereof.

(2) This Section 3.02 (and the form and requirements of the Disclosure Information) may be
amended or supplemented by the State from time to time, without notice to (except as provided
in subparagraph (3) of paragraph (c)) or the consent of the Registered Owners of any Bonds, by
an order of the Commissioner accompanied by an opinion of bond counsel, who may rely on
certificates of the State and others and the opinion may be subject to customary qualifications, to
the effect that: (A) such amendment or supplement (i) is made in connection with a change in
circumstances that arises from a change in law or regulation or a change in the identity, nature or
status of the type of operations conducted by the State, or (ii) is required by, or better complies
with, the provisions of paragraph (b)(5) of Rule 15¢c2 12; (B) this Section 3.02 as so amended or
supplemented would have complied with the requirements of paragraph (b)(5) of Rule 15¢c2-12 at
the time of the primary offering of the Bonds, giving effect to any change in circumstances
applicable under clause (i)(a) and assuming that Rule 15¢2-12 is in effect and interpreted at the
time of the amendment or supplement was in effect at the time of the primary offering; and (C)
such amendment or supplement does not materially impair the interests of the Registered Owners
under Rule 15¢c2-12.

If the Disclosure Information is so amended, the Commissioner agrees to provide, contem-
poraneously with the effectiveness of such amendment, an explanation of the reasons for the
amendment and the effect, if any, of the change in the type of financial information or operating
data being provided hereunder.

(8) This Section 3.02 is entered into to comply with the continuing disclosure provisions of
Rule 15¢2-12 and should be construed so as to satisfy the requirements of Rule 15¢c2-12.



(e) Failure to Comply; Remedies. If the State fails to comply with any provision of this Section
3.02 any person aggrieved thereby, including the Registered Owner of any outstanding Bond, may
take whatever action at law or in equity may appear necessary or appropriate to enforce performance
and observance of any agreement or covenant contained in this Section 3.02. Direct, indirect,
consequential and punitive damages shall not be recoverable for any default hereunder. Notwith-
standing anything to the contrary contained herein, in no event shall a default under this Section 3.02
constitute a default with respect to the Bonds or under any other provision of this Order.

(f)  Further Limitation of Liability of State. |f and to the extent the limitations of liability contained
in subsection (e) are not effective, anything contained in this Section 3.02 to the contrary notwith-
standing, in making the agreements, provisions and covenants set forth in this Section 3.02, the State
has not obligated itself to pay damages resulting from any violation thereof. None of the agreements
or obligations of the State contained herein shall be construed to constitute an indebtedness of the
State within the meaning of any constitutional or statutory provisions whatsoever or constitute a pledge
of the full faith and credit or taxing powers of the State.

The Commissioner of Finance is not in default of any continuing disclosure obligation with respect
to any outstanding general obligation bond of the State.



APPENDIX J
Definition of Ratings

Moody’s Investors Service, Inc.:

Aal Issuers or issues rated Aa demonstrate very strong creditworthiness relative to other US
municipal or tax-exempt issuers or issues. The modifier 1 indicates that the obligation ranks
in the higher end of its generic rating category.

Standard & Poor’s Ratings Group:

AAA Debt rated “AAA” has the highest rating assigned by Standard & Poor’s. Capacity to pay
interest and repay principal is extremely strong.

Fitch Ratings:

AAA Bonds considered to be investment grade and of the highest credit quality. The obligor has
an exceptionally strong ability to pay interest and repay principal which is unlikely to be
affected by reasonably foreseeable events.
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APPENDIX K
Form of Legal Opinion

The Honorable Tom J. Hanson
Commissioner of Finance

658 Cedar Street

400 Centennial Office Building
Saint Paul, Minnesota 55155

Re: $264,050,000 General Obligation State Refunding Bonds
Dear Commissioner:

We certify that we have examined proceedings taken and facts and estimates certified by the
Commissioner of Finance of the State of Minnesota on behalf of the State, preliminary to and in
issuance of $264,050,000 General Obligation State Refunding Bonds dated April 25, 2007 (the
“Bonds”). The Bonds recite that they are issued under and pursuant to, and are in strict conformity
with, the constitution and laws of the State. We have also examined the constitution and statutes of the
State and the form of bond prepared for this issue. From such examination, assuming the authenticity
of the proceedings examined and the correctness of the facts and estimates so certified, and based
upon laws, rules, regulations and judicial decisions now in effect, it is our opinion that:

1. The Bonds have been authorized and issued in accordance with the constitution and laws of
the State and constitute valid and binding general obligations of the State, for the payment of which,
with interest thereon, the full faith and credit of the State are pledged; and the State has provided for
the levy of ad valorem taxes on all taxable property therein to make such payment when due, without
limitation as to rate or amount, except to the extent that moneys appropriated for this purpose are
received in the State Bond Fund prior to the date when such levy is required to be made.

2. Interest on the Bonds (a) is not includable in gross income for federal income tax purposes or
in taxable net income of individuals, estates or trusts for Minnesota income tax purposes; (b) is
includable in taxable income of corporations and financial institutions for purposes of the Minnesota
franchise tax; (c) is not an item of tax preference includable in alternative minimum taxable income for
purposes of the federal alternative minimum tax applicable to all taxpayers or the Minnesota
alternative minimum tax applicable to individuals, estates and trusts; and (d) is includable in adjusted
current earnings of corporations in determining alternative minimum taxable income for purposes of
federal and Minnesota alternative minimum taxes.

The opinions expressed in paragraph 2 above are subject to the condition of the State’s
compliance with all requirements of the Internal Revenue Code of 1986, as amended (the “Code”),
that must be satisfied subsequent to the issuance of the Bonds in order that interest thereon may be,
and continue to be, excluded from gross income for federal income tax purposes. Noncompliance by
the State following the issuance of the Bonds with covenants made by the Commissioner of Finance
in the Order authorizing the issuance of the Bonds relating to certain continuing requirements of the
Code may result in inclusion of interest to be paid on the Bonds in gross income of the recipient for
federal income tax purposes and in taxable net income for Minnesota income tax purposes,
retroactive to the date of issuance of the Bonds. No provision has been made for an increase in the
interest payable on the Bonds in the event that the interest payable thereon becomes includable in
gross income for federal or Minnesota income tax purposes. Except as stated in this opinion, we
express no opinion regarding federal, state and other tax consequences to holders of the Bonds.

Dated: April 25, 2007.
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