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Transmittal Letter from the Commissioner of Finance

State of Minnesota 400 Centennial Building
. 658 Cedar Street
Department of Finance St. Paul, Minnesota 55155

Voice: (651) 296-5900
Fax: (651) 296-8685
TTY: 1-800-627-3529

December 6, 2002

The Honorable Jesse Ventura, Governor
Members of the Legislature

In accordance with Minnesota Statutes, Section 16A.50, the Department of Finance is pleased to submit the
Comprehensive Annual Financial Report (CAFR) for the state of Minnesota for the fiscal year ended June 30,
2002. This report includes the financial statements for the state, and the disclosures necessary to accurately
present the financial condition and results of operations for the year then ended. The report has been
prepared in accordance with generally accepted accounting principles (GAAP) for governmental units, which
includes implementing Governmental Accounting Standards Board Statements Nos. 34 and 35.

The report is divided into three sections: Introductory, Financial, and the Statistical. The introductory section
includes this letter, the state’s organization chart, and the list of principal officials. The Notes to the Financial
Statements, in the financial section, are necessary for an understanding of the information included in the
statements. The notes include the Summary of Significant Accounting Policies and other necessary disclosure
of matters relating to the financial position of the state.

This report consists of management’s representations concerning the finances of the state of Minnesota.
Consequently, management is responsible for the accuracy, fairness, and completeness of the financial
statements, including all disclosures, presented in this report. The information presented is accurate in all
material respects and includes all disclosures necessary for an understanding of the state's financial activities.
To provide a reasonable basis for making these representations, management of the state has established a
comprehensive internal control framework that is designed both to protect the state’s assets from loss, theft, or
misuse and to compile sufficient reliable information for the preparation of the state’s financial statements in
conformity with GAAP. Because the cost of internal controls should not outweigh their benefits, the state’s
comprehensive framework of internal controls has been designed to provide reasonable rather than absolute
assurance that the financial statements will be free from material misstatement.

The independent Office of the Legislative Auditor audited the state’s CAFR with a goal to provide reasonable
assurance that the CAFR for the fiscal year ended June 30, 2002 is free of material misstatement. The audit
involved examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements; assessing the accounting principles used and significant estimates made by management; and
evaluating the overall financial statement presentation. The independent auditor concluded, based on the
audit, that there was a reasonable basis for rendering an unqualified opinion that the state’s financial
statements for the fiscal year ended June 30, 2002, are fairly presented in conformity with GAAP. The
independent auditor’s report is presented as the first component of the financial section of this report. The
independent auditor also issues audit reports or management letters to state agencies.

AN EQUAL OPPORTUNITY EMPLOYER
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As a part of the audit of these financial statements, the Office of the Legislative Auditor is conducting a single
audit of federal programs. This audit meets the requirements of the federal Single Audit Act and is designed to
meet the special needs of federal grantor agencies. The standards governing Single Audit engagements
require the independent auditor to report not only on the fair presentation of the financial statements, but also
on the state’s internal controls and legal requirements involving the administration of federal awards for the
year ended June 30, 2002. The supplementary report, "Financial and Compliance Report on Federally
Assisted Programs" will be available in March 2003.

GAAP requires that management provide a narrative introduction, overview, and analysis to accompany the
basic financial statements in the form of Management’s Discussion and Analysis (MD&A). This letter of
transmittal is designed to complement MD&A and should be read in conjunction with it. The state of
Minnesota’s MD&A can be found immediately following the report of the independent auditors.

Financial Reporting Entity

The financial reporting entity consists of all the funds of the primary government, as well as its component
units. Component units are legally separate organizations for which the state is financially accountable.
Financial accountability is defined as appointment of a voting majority of the component unit's governing body,
and either (a) the ability of the state to impose its will, or (b) the potential for the organization to provide
financial benefits to, or impose financial burdens on, the primary government.

The Housing Finance Agency, Higher Education Services Office, Public Facilities Authority, Minnesota
Technology, Inc., Metropolitan Council, Rural Finance Authority, Agricultural and Economic Development
Board, University of Minnesota, Workers’ Compensation Assigned Risk Plan, Minnesota Partnership for Action
Against Tobacco, and the National Sports Center Foundation are component units reported discretely. The
state has either the ability to impose its will over these agencies or provides substantial funding.

The Department of Finance is responsible for the Minnesota Accounting and Procurement System (MAPS)
and the information warehouse from which these financial statements were prepared. MAPS is maintained
primarily on a budgetary basis of accounting. However, certain accrual information is recorded in MAPS. The
budgetary basis recognizes revenues and expenditures essentially on a cash basis, except that
encumbrances at year-end are considered expenditures. Since this budgetary basis differs from GAAP,
adjustments to accounting data are necessary to provide financial statements in accordance with GAAP.
These disparate bases result in budgetary fund balances, which often differ significantly from those calculated
under GAAP.

The Department of Finance is also responsible for designing and applying the state's system of internal
accounting controls. These controls provide reasonable assurance that the state's assets are protected
against loss and that the accounting records from which the financial statements are prepared are reliable.
The concept of reasonable assurance recognizes that the cost of control should not exceed the benefit
derived.

Budget Process. The state's fiscal period is a biennium. The governor's biennial budget is presented to the
legislature in January of odd numbered years for the upcoming biennium. State statutes require a balanced
budget. Specific legislative appropriations are required for several funds. These funds include the General,
Trunk Highway, Highway User Tax Distribution, State Airports, Environmental, Minnesota Resources, Natural
Resources, Game and Fish, Solid Waste, Health Care Access, and Special Compensation funds.

Budgetary control is provided primarily through the accounting system. Appropriations are established in the

accounting system at the amounts provided in the appropriation laws. The accounting system does not permit
expenditures in excess of these amounts.
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Economic Condition and Outlook

Minnesota’s economy turned in a mixed performance during the 2002 fiscal year. At the close of the fiscal
year, Minnesota’s unemployment rate was 4.0 percent, 1.9 percentage points lower than the U.S. average of
5.9 percent, but 0.4 percentage points above the state’s unemployment rate at the end of fiscal 2001. During
that same period, the U.S. unemployment rate had increased by 1.3 percentage points. Personal income grew
at an annual rate of 2.2 percent, barely above the 2.1 percent growth rate observed nationally. Payroll
employment in Minnesota fell by 1.1 percent during the fiscal year, well above the U.S. average drop of 0.8
percent. In calendar year 2001, per capita personal income in Minnesota was $33,101, 8.6 percent above the
national average. Minnesota ranked 7 among all states in personal income per capita in 2001. In calendar
2000, Minnesota ranked 9", and was 8.4 percent above the U.S. average.

The unemployment rate in Minnesota has remained low, but there has been weakness in payroll employment
dispersed throughout the state’s economy. Manufacturing employment fell by 12,000 jobs during the fiscal
year, while employment in the transportation communications and utilities sector fell by almost 10,000 jobs.
Employment in the retail sector fell by 7,000 jobs, and in the services sector, the fastest growing sector for
some years, employment grew by less than 1,000 jobs. Although the decline in manufacturing in Minnesota
was slightly less severe than that observed for the rest of the nation, the decline in manufacturing employment
over the past two years has brought Minnesota manufacturing employment down to levels last observed in
September 1993.

Minnesota’s economy is projected to grow more slowly than the U.S. economy during fiscal 2003. Consistent
with that forecast, October payroll employment in Minnesota is more than 7,000 jobs below levels observed at
the end of fiscal 2002 when viewed on a seasonally adjusted basis. Nationally, there has been a very small
gain in employment over that time. Total wage and salary payments in Minnesota are projected to grow by 2.9
percent in fiscal 2003, the same growth rate as is projected for the national wages. Minnesota personal
income is expected to grow by 3.7 percent during the current fiscal year, almost keeping pace with projected
national growth of 3.8 percent.

Major Program Initiatives

= Medical Assistance and Minnesota Care. During the 2001 legislative session, eligibility was expanded for
Medical Assistance and Minnesota Care in order to extend coverage to an estimated 20,000 low-income
children by 2005. Beginning July 1, 2002, the income limit for children to receive Medical Assistance was
to be increased to 170 percent of the federal poverty line. During fiscal year 2002, the Department of
Human Services prepared eligibility systems and county offices for the changes and successfully
implemented the change on the first day of state fiscal year 2003.

s K-12 Education. State aid to education increased by $78 million (1.9 percent) in fiscal year 2002. The
largest factor in the increase is growth in the general education “formula allowance”, a per pupil allocation
which comprises the largest proportion of basic operating funds for school districts. Funds are allocated to
schools by multiplying the amount of the formula allowance by the average daily membership. Under
current law, the allowance increased by $104 between the two years, from $3,964 in fiscal year 2001 to
$4,068 in fiscal year 2002. In fiscal year 2002, there were approximately 853,000 students in the public
school system in Minnesota.

A major restructuring of Minnesota’s school finance system is set to take place in fiscal year 2003. The
2001 legislature adopted a significant restructuring of the property tax system, first proposed by the
Governor, which eliminated the general education property tax levy. When the change takes effect, state
aid for schools will increase considerably, as state aid replaces what had previously been paid for through
the property tax.



= Short-term Financing. The 2002 legislature also expanded the uses of one-time tobacco settlement
funds to allow for short-term borrowing by the state effective July 2003. The legislature created the
endowments in response to the1998 tobacco litigation settlement and dedicated proceeds to medical
education and tobacco prevention. Up to five percent of the endowment's value is appropriated each
year for these health programs. After the recent law changes, appropriations may still be issued for
medical education and tobacco prevention, but the state may use endowment balances if necessary
to meet short-term cash flow needs.

Financial Information

Debt Administration. Minnesota's credit ratings on general obligation bonds continued at AAA by Standard &
Poor's Corporation and Fitch Investors Service, Inc., and Aaa by Moody's Investors Service.

The state has a debt management policy, which has three goals:

= Maintain AAA/Aaa bond ratings.
= Minimize state borrowing costs.

= Provide a reasonable financing capacity within a prudent debt limit.

The state debt management policy has four guidelines. The first requires that the ratio of budgeted biennial
debt service expenditures for general obligation bonded debt, paid by transfers from the General Fund, should
not exceed 3.0 percent of total projected biennial General Fund non-dedicated revenues, net of refunds, on a
budgetary basis. The ratio of transfers to net non-dedicated revenues for the biennium ending June 30, 2003
is estimated to be 2.4 percent.

The second and third guidelines state that general obligation bonded debt should not exceed 2.5 percent of
the total personal income for the state, and also that the total debt of state agencies and the University of
Minnesota should not exceed 3.5 percent of total personal income. These ratios were 1.8 percent and 2.6
percent, respectively, based on debt outstanding at June 30, 2002, and estimated personal income for the
year ended on that date.

The fourth guideline states that the total amount of state general obligation debt, moral obligation debt, state
bond guarantees, equipment capital leases and real estate leases should not exceed 5.0 percent of the total
personal income for the state. The ratio was 3.2 percent based on information at June 30, 2002.

Cash Management. The majority of cash is held in the state treasury and commingled in state bank accounts.
The cash in individual funds may be invested separately where permitted by statute. However, cash in most
funds is invested as a part of an investment pool. Investment earnings of the pools are allocated to the
individual funds where provided by statute. Earnings for all other participants are credited to the General
Fund.

Minnesota Statute requires that deposits be secured by depository insurance or a combination of depository
insurance and collateral securities held in the state's name by an agent of the state. This statute further
requires that such insurance and collateral shall be in amounts sufficient to ensure that the deposits do not
exceed 90 percent of the sum of the insured amount and the fair value of the collateral.

The State Board of Investment manages the majority of the state’s investing. Minnesota Statute broadly
restricts investment to obligations and stocks of U.S. and Canadian governments, their agencies and their
registered corporations, short-term obligations of specified high quality, restricted participation as a limited
partner in venture capital, real estate, or resource equity investments and restricted participation in registered
mutual funds.



Risk Management. The state is prohibited by statute from insuring property against loss. Certain agencies
and programs are exempted from this prohibition, these include; the Minnesota Correctional Facility -
Stillwater, State Universities, Community Colleges, Family Farm Security Program, Department of Military
Affairs, Iron Range Resources and Rehabilitation Board, and the Sibley House. The Commissioner of the
Department of Administration may authorize the purchase of insurance on state properties should it be
deemed necessary and appropriate to protect buildings and content. All losses of state property are self-
insured or are covered by programs of the Risk Management Fund (an internal service fund) or by insurance
policies purchased by the Risk Management Fund on behalf of state agencies.

Employee's health and a portion of dental insurance are self-insured. Employee’s life and the remaining
dental insurance are provided through contracts with outside organizations. Premiums collected for these
benefits have been more than sufficient to cover claims submitted.

Certificate of Achievement

The Government Finance Officers Association of the United States and Canada (GFOA) awarded a Certificate
of Achievement for Excellence in Financial Reporting to the state of Minnesota for its comprehensive annual
financial report for the fiscal year ended June 30, 2001. In order to be awarded a Certificate of Achievement, a
government must publish an easily readable and efficiently organized comprehensive annual financial report.
This report must satisfy both generally accepted accounting principles and applicable legal requirements.

A Certificate of Achievement is valid for a period of one year only. We believe that our current comprehensive
annual financial report continues to meet the Certificate of Achievement Program’s requirements and we are
submitting it to the GFOA to determine its eligibility for another certificate.

Acknowledgments

Although the Department of Finance accepts final responsibility for this report, staff in many other state
agencies and component units provided much of the data. Assistance from these organizations ranged from
providing necessary data to actual preparation of financial statements for their agencies' funds. | want to
express my appreciation for the dedication of the many people in the Department of Finance who helped in the
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Anne M. Barry
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@ i\ OFrICE OF THE LEGISLATIVE AUDITOR
STATE OF MINNESOTA © James Nobles, Legislative Auditor
Independent Auditor’s Report
Members of the Legislature

The Honorable Jesse Ventura, Governor

Ms. Anne Barry, Acting Commissioner of Finance

We have audited the accompanying basic financial statements of the State of Minnesota as of and
for the year ended June 30, 2002, as listed in the Table of Contents. These basic financial
statements are the responsibility of the state’s management. Our responsibility is to express an
opinion on these basic financial statements based on our audit. We did not audit the financial
statements of the Minnesota State Colleges and Universities (MnSCU) , a business-type activity.
The MnSCU financial statements represent 73 percent of the assets and 38 percent of the N
operating revenues of the primary government’s total business-type activities. We also did not
audit the financial statements of the University of Minnesota, Metropolitan Council, Housing
Finance Agency, Public Facilities Authority, Minnesota Workers Compensation Assigned Risk
Plan, National Sports Center Foundation, Higher Education Services Office, and Minnesota
Partnership for Action Against Tobacco, which cumulatively represent 99 percent of the assets
and 99 percent of the revenues of the total discretely presented component units. Those financial
statements were audited by other auditors whose reports thereon have been furnished to us, and
our opinion, insofar as it relates to the amounts included for the aforementioned MnSCU fund
and discretely presented component units, is based solely on the reports of other auditors.

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government
Auditing Standards issued by the Comptroller General of the United States. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free of material misstatement. The financial statements of the Minnesota
Workers Compensation Assigned Risk Plan, National Sports Center Foundation, and Minnesota
Partnership for Action Against Tobacco, which are discretely presented component units, were
not audited in accordance with Government Auditing Standards. An audit includes examining,
on a test basis, evidence supporting the amounts and disclosures in the financial statements. An
audit also includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation. We believe that
our audit provides a reasonable basis for our opinion.

In our opinion, based upon our audit and the reports of other auditors, the basic financial
statements referred to above-present fairly, in all material respects, the financial position of the
State of Minnesota as of June 30, 2002, and the results of its operations and the cash flows,
where applicable, for the year then ended in conformity with accounting principles generally
accepted in the United States of America.

Room 140 Centennial Building, 658 Cedar Street, St. Paul, Minnesota 55155-1603 « Tel: 651/296-4708 ¢+ Fax: 651/296-4712
E-mail: auditor@state.mn.us » TDD Relay: 651/297-5353 ¢« Website: www.auditor.leg.state.mn.us
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Members of the Legislature

The Honorable Jesse Ventura, Governor

Ms. Anne Barry, Acting Commissioner of Finance
Page 2

As discussed in Note 1 to the basic financial statements, for the year ended June 30, 2002, the
State of Minnesota adopted Governmental Accounting Standards Board (GASB) Statement

No. 34, Basic Financial Statements — and Management s Discussion and Analysis — for State
and Local Governments; Statement No. 35, Basic Financial Statements — and Management's
Discussion and Analysis — for Public Colleges and Universities; Statement No. 37, Basic
Financial Statements — and Management's Discussion and Analysis — for State and Local
Governments: Omnibus; and paragraphs 6 through 11 of Statement No. 38, Certain Financial
Statement Note Disclosures. These statements establish new financial reporting requ1rements for
state and local governments throughout the United States.

Management’s Discussion and Analysis, as listed in the Table of Contents, is not a required part
of the State of Minnesota’s basic financial statements, but is supplementary information required
by the Governmental Accounting Standards Board. We have applied certain limited procedures,
which consisted principally of inquiries of management regarding the methods of measurement
and presentation of the supplementary information. However, we did not audit the information
and express no opinion on it.

The combining and individual fund financial statements and schedules listed in the Table of
Contents are presented for purposes of additional analysis and are not a required part of the basic
financial statements of the State of Minnesota. Such information has been subjected to the
auditing procedures applied in the audit of the basic financial statements and, in our opinion, is
fairly stated, in all material respects, in relation to the basic financial statements taken as a whole.

The accompanying financial information in the Introduction and Statistical Sections, as listed in
the Table of Contents, is presented for purposes of additional analysis and is not a required part
of the basic financial statements of the State of Minnesota. Such additional information has not
been subjected to the auditing procedures applied to the audit of the basic financial statements
and, accordingly, we express no opinion on it.

In accordance with Government Auditing Standards, we will also issue a separate report, dated
December 6, 2002, on our consideration of the State of Minnesota’s internal control over
financial reporting and on our tests of its compliance with certain provisions of laws, regulations,
contracts, and grants. That report is an integral part of an audit performed in accordance with
Government Auditing Standards and should be read in conjunction with this report in considering
the results of our audit.

ClaudlaJ Gud angen, CPA

James R. Nobles g
Legislative Auditor Deputy Legislative Auditor

December 6, 2002
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2002 Comprehensive Annual Financial Report

Management’s Discussion and Analysis

Introduction

The following discussion and analysis of the state of Minnesota (state) financial performance provides an
overview of the state’s financial activities for the fiscal year ended June 30, 2002, and identities changes
in the financial position of the state, which occurred during the fiscal year. Please read this overview in
conjunction with the letter of transmittal, which can be found preceding this narrative, and with the state’s
financial statements and notes to the financial statements.

Governmental Accounting Standards Board (GASB) Statement No, 34, “Basic Financial Statements - and
Management’s Discussion and Analysis - for State and Local Governments”, and GASB Statement No.
35, “Basic Financial Statements - and Management’'s Discussion and Analysis - for Public Colleges and
Universities, an amendment of GASB Statement No. 34”, establish new reporting requirements for state
and local governments throughout the United States. The new requirements not only restructure the
format of information presented in previous fiscal years, but also create new information which must be
presented. The intention of the new reporting model is to make annual reports more comprehensive
while being easier to use and understand.

Because the fiscal year ended June 30, 2002 is the first year in which the state implemented the
provisions of GASB Statements Nos. 34 and 35, the statements do not require the presentation of
comparative data. Comparative data is presented in this discussion when available. Beginning with fiscal
year 2003, comparative data will be provided as required by both statements.

Overview of the Financial Statements

Minnesota’s financial reporting for fiscal year 2002 uses a substantially revised format compared to
previous annual financial reports. Under the new reporting model, the focus is on the state as a whole,
and on the individual funds that are considered to be major. The new reporting focus is to present a more
comprehensive view of Minnesota’s financial activities and financial position, and to make the comparison
of Minnesota’s government to other governments easier.

This annual financial report has four parts:

» Management’s Discussion and Analysis (MD&A)

= Basic Financial Statements

» Required Supplementary Information

=  Combining and Individual Fund Statements - Nonmajor Funds

The report also includes statistical and economic information, which generally provides a ten-year history
of various indicators.

The basic financial statements include government-wide financial statements, fund financial statements,
and notes to the financial statements that provide more detailed information to the users of the financial
statements.

Government-wide Financial Statements

The government-wide financial statements are designed to provide an overall view of the state’s
operations in a manner similar to a private-sector business. Government-wide financial statements
consist of the statement of net assets and the statement of activities, prepared using the economic
resources measurement focus and the accrual basis of accounting. All current year revenues and
expenses are included in the statements regardless of whether related cash has been received or paid.
Thus, revenues and expenses are reported in this statement for some items that will not result in cash
flows until future fiscal periods (such as uncollected taxes, accounts receivable, and earned but unused
vacation leave). This reporting method produces a view of financial activities and position similar to that



presented by most private-sector companies. The statements provide both short-term and long-term
information about the state’s financial position, which assists readers in assessing the state’s economic
condition at the end of the fiscal year.

The government-wide financial statements can be found immediately following this discussion and
analysis.

The statement of net assets presents all of the state’s financial resources along with capital assets and
long-term obligations. The statement includes all assets and liabilities of the state and shows how the
state’s net assets changed during the most recent fiscal year. Net assets is the difference between
assets and liabilities and is one method to measure the state’s financial condition.

= An increase or decrease in the state’s net assets from one year to the next indicates whether the
financial position of the state is improving or deteriorating.

= Other indicators of the state’s financial condition include the condition of its infrastructure, and
economic events and trends that affect future revenues and expenses.

The statement of activities reports on the gross and net cost of various activities carried out by the state
(governmental, business-type, and component units). These costs are paid by general taxes and other
revenues generated by the state. This statement summarizes the cost of providing specific services by
the government, and includes all current year revenues and expenditures.

Both the statement of net assets and the statement of activities segregate the activities of the state into
three types:

Governmental Activities

The governmental activities of the state include most basic services such as environmental resources,
general government, transportation, education, health and human services, and protection of persons and
property. Most of the costs of these activities are financed by taxes, fees, and federal grants.

Business-type Activities

The business-type activities normally are intended to recover all or a significant portion of their costs
through user fees and charges to external users of goods and services. The operations of the
Unemployment Insurance Fund, the State Colleges and Universities, and the Lottery are examples of
business-type activities.

Discretely Presented Component Units

Component units are legally separate organizations for which the state is financially accountable, or the
nature and significance of the unit’s relationship with the state is such that exclusion of the unit would
cause the state’s financial statements to be misleading or incomplete. Financial accountability is defined
as the appointment of a voting majority of the component units’ governing body, and either (a) the ability
of the state to impose its will, or (b) the potential for the organization to provide financial benefits to, or
impose financial burdens on, the primary government.

The state’s twelve component units are reported in two categories: major and nonmajor. This
categorization is based on the relative size of an individual component unit’s assets, liabilities, revenues,
and expenses in relation to the total of all component units and the primary government.

The state’s three discretely presented major component units are:
= University of Minnesota

= Metropolitan Council

= Housing Finance Agency



The state’s nine nonmajor component units are combined into a single column for reporting in the fund
financial statements. These nonmajor component units are:

= Public Facilities Authority

= Workers’ Compensation Assigned Risk Plan

= National Sports Center Foundation

= Higher Education Services Office

= Minnesota Technology, Incorporated

= Agricultural and Economic Development Board
= Rural Finance Authority

= Minnesota Partnership for Action Against Tobacco
State Funds and Component Units Financial Statements

A fund is a grouping of related self-balancing accounts that is used to maintain control over resources that
have been segregated for specific activities or objectives. The state of Minnesota, like other state and
local governments, uses fund accounting to ensure and demonstrate compliance with finance-related
legal requirements.

Fund financial statements present financial information in a format familiar to experienced users of
governmental financial statements and reports. The fund financial statements focus on individual parts of
the state, reporting the state’s operations in more detail than in the government-wide statements. Under
the new reporting model, fund financial statements now focus on the most significant funds within the
state.

The state’s funds are divided into three categories:
Governmental Funds

Governmental funds record most of the basic services provided by the state and account for essentially
the same functions as reported in the governmental activities in the government-wide financial
statements. Unlike the government-wide financial statements, the fund financial statements focus on how
money flows in and out of the funds during a fiscal year, and spendable resources available at the end of
the fiscal year.

Governmental funds are accounted for using the modified accrual basis of accounting, which measures
revenues when they are available and measurable. Expenditures are generally recognized in the
accounting period when the fund liability is incurred, if measurable. This approach is known as the flow of
current financial resources measurement focus. These statements provide a detailed short-term view of
the state’s finances that assists in determining whether there are more or less resources available and
whether these financial resources will be adequate to meet the current needs of the state. Governmental
funds include the General, special revenue, capital project, debt service, and permanent funds.

The focus of governmental funds is narrower than that of the government-wide financial statements. It is
useful to compare the information presented for governmental funds with similar information presented for
governmental activities in the government-wide financial statements. By comparing this financial
information, readers may better understand the long-term impact of the state’s short-term financing
decisions.

The basic financial statements include a reconciliation of governmental funds to governmental activities.
These reconciliations follow the governmental funds balance sheet and the governmental funds
statement of revenues, expenditures, and changes in fund balances.

The state maintains twenty-eight individual governmental funds. Information is presented separately in
the governmental funds balance sheet and in the governmental funds statement of revenues,
expenditures, and changes in fund balance for the General and Federal funds, both of which are reported
as major funds. Information from the remaining twenty-six funds is combined into a single, aggregated
column. Individual fund data for each of these nonmajor governmental funds is provided in the form of
combining statements elsewhere in this report.



The state adopts an annual appropriated budget for its General Fund. A budgetary comparison
statement has been provided for the General Fund to demonstrate compliance with this budget.

Proprietary Funds

When the state charges customers for the services it provides, whether to outside customers or to other
agencies within the state, these services are generally reported in proprietary funds. Proprietary funds
(enterprise and internal service) utilize accrual accounting which is the same method used by private-
sector businesses. Proprietary fund financial statements provide the same type of information as the
government-wide financial statements, only in more detail.

Enterprise funds, a component of proprietary funds, are used to report activities that provide goods and
services to outside (non-government) customers, including the general public. Internal service funds are
an accounting device used to accumulate and allocate costs internally for goods and/or services provided
by one program of the state to another. Because the activities reported by internal service funds
predominantly benefit governmental functions rather than business-type functions, the internal service
funds have been included within governmental activities in the government-wide financial statements.

The state maintains seventeen individual proprietary funds. State Colleges and Universities and
Unemployment Insurance funds, both of which are considered major funds, are presented separately in
the proprietary funds statement of net assets and in the proprietary funds statement of revenues,
expenses, and changes in net assets. Information from the other fifteen funds is combined into a single,
aggregated column. Individual fund data for each of these nonmajor proprietary funds is provided in the
form of combining statements elsewhere in this report.

Fiduciary Funds

Fiduciary funds are used to report activities when the state acts as a trustee or fiduciary to hold resources
for the benefit of parties outside the state. The accrual basis of accounting is used for fiduciary funds and
is similar to the accounting used for proprietary funds. The government-wide statements exclude
fiduciary fund activities and balances because these assets are restricted in purpose and cannot be used
by the state to finance its operations. The state must assure that the assets reported in fiduciary funds
are used for their intended purposes.

The state’s fiduciary funds are the pension trust funds, the Investment Trust Fund (which accounts for the
transactions, assets, liabilities, and fund equity of the external investment pool), and the Agency Fund
(which accounts for the assets held for distribution by the state as an agent for other governmental units,
other organizations, or individuals). Individual fund detail is included in the combining financial statements
elsewhere in this report.

Component Units

As mentioned above, component units are legally separate organizations for which the state is financially
accountable. The government-wide financial statements present information for the component units in a
single column on the statement of net assets. Also, some information on the statement of changes in net
assets is aggregated for component units. The component units statements of net assets and the
component units statement of changes in net assets provide detail for each major component unit and
aggregate the detail for nonmajor component units. Individual nonmajor component unit detail can be
found in the combining financial statements elsewhere in this report.

Notes to the Financial Statements

The notes provide additional narrative and financial information that is essential to a full understanding of
the data provided in the government-wide financial statements and the fund financial statements. The
notes to the financial statements are located immediately following component units’ financial statements.

Required Supplementary Information

The basic financial statements are followed by a section of required supplementary information that
further explains and supports the information in the financial statements. This section includes
maintenance data regarding certain portions of the state’s infrastructure, actuarial measures of pension
funding progress, and public employees insurance program development information.



Other Supplementary Information

Other supplementary information includes combining financial statements for nonmajor governmental,
proprietary, and fiduciary funds and nonmajor discretely presented component units. These funds are
added together, by fund type, and presented in single columns in the basic financial statements.

Financial Highlights

Government-wide

= The assets of the state exceeded liabilities at June 30, 2002 by $9.5 billion (presented as net assets).
Of this amount, $2.5 billion was reported as unrestricted net assets. Unrestricted net assets represent
the amount available to the state to meet ongoing obligations to citizens and creditors. However,
many of the resources have internally imposed designations, such as state statutory language, which
limit resource use. These assets are not reported as restricted net assets because the limitations are
imposed internally by the state, not externally imposed by sources such as creditors.

= The state’s total net assets decreased by $558.8 million (5.5%) during fiscal year 2002. Net assets of
governmental activities decreased by $397.4 million (4.6%), while net assets of the business-type
activities showed a decrease of $161.4 million (10.6%).

Fund Level

= At the end of the current fiscal year, governmental funds reported a combined ending fund balance of
$5.7 billion, a decrease of $408.8 million compared to the prior year. Of this total amount, $1.797
billion represents unreserved fund balances mainly in the General Fund and special revenue funds.

= $530.6 million (29.5%) of the unreserved fund balance is available for spending at the government’s
discretion (undesignated fund balance). Undesignated fund balance represents approximately two
and a half percent of the total governmental fund expenditures for the year.

Long-Term Debt

= The state’s total long-term debt obligations increased by $397 million (8.3%) during the current fiscal
year. The increase is primarily from the issuance of general obligation bonds to finance various state
purposes.

Government-wide Financial Analysis

As noted earlier, net assets serve over time as a useful indicator of a government’s financial position. The
state’s combined net assets (governmental and business-type activities) totaled $9.546 billion at the end
of 2002, compared to $10.102 billion at the end of the previous year.



Net Assets
Fiscal Year Ended June 30, 2002
(In Thousands)
Governmental Business-type Total Primary
Activities Activities Government
Current Assets $ 9,746,874 $ 941,012 $ 10,687,886
Noncurrent Assets:
Capital Assets 6,673,700 912,145 7,585,845
Other Assets 340,370 84,407 424,777
Total Assets $ 16,760,944 $ 1,937,564 $ 18,698,508
Current Liabilities $ 4,088,695 $ 271,551 $ 4,360,246
Noncurrent Liabilities: 4,491,673 300,682 4,792,355
Total Liabilities $ 8,580,368 $ 572,233 $ 9,152,601
Net Assets:
Invested in Capital Assets,

Net of Related Debt $ 3,516,294 $ 776,233 $ 4,292,527
Restricted 2,300,180 431,695 2,731,875
Unrestricted 2,364,102 157,403 2,521,505

Total Net Assets $ 8,180,576 $ 1,365,331 $ 9,545,907

A large portion of the state’s net assets (45%) reflects investment in capital assets such as land,
buildings, equipment, and infrastructure (pavement, bridges, and other immovable assets), less any
related outstanding debt used to acquire those assets. The state uses these capital assets to provide
services to citizens; consequently, these assets are not available to fund the day-to-day activities of the
state. Capital assets are not considered to be convertible to cash and cannot be used to pay for the debt
related to the capital assets. Therefore, the resources needed to repay this debt related to capital assets
must be provided from other sources.

Twenty-nine percent of the state’s net assets ($2.7 billion) represent resources that are subject to
external restrictions, constitutional provisions, or enabling legislation, which restricts how these assets
may be used. The remaining balance of unrestricted net assets, $2.5 billion, may be used to meet the
state’s ongoing obligations to citizens and creditors. Within this balance, many of the resources have
internally imposed designations, such as state statutory language, which limit resource use. These
assets are not reported as restricted net assets because the limitations are imposed internally by the
state, not externally imposed by sources such as creditors.

At the end of the current fiscal year, the state reported positive balances in all three categories of net

assets, both for the government as a whole, as well as for its separate governmental and business-type
activities. The same situation held true for the prior fiscal year.

10



Changes in Net Assets

Fiscal Year Ended June 30, 2002

(In Thousands)

Revenues:
Program Revenues:
Charges for Services
Operating Grants and Contributions
Capital Grants
General Revenues:
Individual Income Taxes
Corporate Income Taxes
Sales Taxes
Property Taxes
Motor Vehicle Taxes
Fuel Taxes
Other Taxes
Tobacco Settlement
Investment/Interest Income
Other Revenues
Total Revenues
Expenses:
Public Safety and Corrections
Transportation
Agricultural and Environmental Resources
Economic and Workforce Development
General Education
Higher Education
Health and Human Services
Health Care
General Government
Intergovernmental Aid
Interest
State Colleges and Universities
Unemployment Insurance
Lottery
Other
Total Expenses

Excess (Deficiency) before Transfers and
Special ltem

Transfers

Special ltem

Change in Net Assets

Net Assets, Beginning, as Restated
Change in Inventory

Net Assets, Ending

Total

Governmental Business-type Primary
Activities Activities Government
$ 1,398,808 $ 1,396,840 $ 2,795,648
4,697,961 437,777 5,135,738
21,508 24,333 45,841
5,419,220 - 5,419,220
428,614 - 428,614
3,777,259 - 3,777,259
308,337 - 308,337
616,616 - 616,616
614,285 - 614,285
1,862,382 - 1,862,382
380,024 - 380,024
83,432 35,853 119,285
71,621 721 72,342
$ 19,680,067 $ 1,895,524 $ 21,575,591
$ 702,345 $ - $ 702,345
1,619,806 - 1,619,806
609,199 - 609,199
731,568 - 731,568
5,461,074 - 5,461,074
865,729 - 865,729
2,468,146 - 2,468,146
4,838,987 - 4,838,987
849,938 - 849,938
1,287,768 - 1,287,768
161,129 - 161,129
- 1,296,697 1,296,697
- 946,562 946,562
- 296,985 296,985
- 132,479 132,479
$ 19,595,689 $ 2,672,723 $ 22,268,412
$ 84,378 $ (777,199) $ (692,821)
(615,758) 615,758 -
134,000 - 134,000
$ (397,380) $ (161,441) $ (558,821)
$ 8575515 $ 1,526,772 $ 10,102,287
2,441 - 2,441
$ 8,180,576 $ 1,365,331 $ 9,545,907
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The state’s combined net assets for governmental and business-type activities decreased $558.8 million
(5.5%) over the course of this fiscal year. This resulted from a $397.4 million (4.6%) decrease in net
assets of governmental activities, and a $161.4 million (10.6%) decrease in net assets of business-type
activities.

Approximately 60 percent of the state’s total revenue (governmental and business-type activities) came
from taxes, while 24 percent resulted from grants and contributions, including federal aid. Charges for
various goods and services provided 13 percent ($2.8 billion) of the total revenues. The remaining 3
percent came from other general revenues.

The state’s expenses cover a range of services. The largest expenses were for general and higher
education, health care, and health and human services.

Governmental Activities
Governmental activities decreased the state’s net assets by $397.4 million, which primarily resulted from

relatively flat revenues as a result of the economic downturn. The following chart shows the categories of
revenue for fiscal year 2002 of $19,680,067.

Revenues - Governmental Activities
Fiscal Year Ended June 30, 2002

Charges for Services
7%

Grants &

Contributions
Other General 24%

1%

Tobacco Settlement
2%

General Taxes
66%

Business-type Activities

The business-type activities had a decrease in net assets of $161.4 million. This decrease was due
primarily to a $279.3 million decrease in net assets in the Unemployment Insurance Fund, which was
offset by a $120.1 million increase in net assets of the State Colleges & Universities Fund. The decrease
in the Unemployment Insurance Fund net assets resulted from an increase in the unemployment rate
corresponding to a downturn in the economy. The increase in the State Colleges & Universities Fund net
assets resulted from increases in tuition and fees as well as an increase in a transfer (appropriation) from
the General Fund.
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Revenues - Business-type Activities
Fiscal Year Ended June 30, 2002

Grants &
Contributions
24%

Other General
2%

Charges for Services
74%

Expenses and Program Revenues
Business-type Activities
Fiscal Year Ended June 30, 2002
(In Thousands)
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State Funds Financial Analysis

As noted earlier, the state uses fund accounting to ensure and demonstrate compliance with finance-
related legal requirements.

Governmental Funds

The focus of the state’s governmental funds is to provide information on near-term cash inflows and
outflows during the fiscal year, and balances of spendable resources as of fiscal year end. Such
information is useful in assessing the state’s financing requirements. Unreserved fund balance may serve
as a useful measure of the state’s net resources available for future spending at the end of the fiscal year.

As of the end of the current fiscal year, the state’s governmental funds reported combined ending fund
balances of $5.699 billion, a decrease of $408.8 million in comparison with the prior year. Approximately
31 percent ($1.797 billion) of this total amount constitutes unreserved fund balance, which is available for
spending in the coming year. However, included in this amount is $1.267 billion that has internally
imposed designations, such as state statutory language, which limit resource use. The remaining fund
balance of $3.901 billion is reserved to indicate that the money is not available for new spending, but has
been dedicated for various commitments.

The General Fund is the chief operating fund of the state. At the end of the current fiscal year, unreserved
fund balance of the General Fund was $539.1 million, while the total fund balance reached $685.5 million.

The fund balance of the state’s General Fund decreased by $354.2 million during the current fiscal year.
This decrease primarily resulted from relatively flat revenues as a result of the economic downturn,
instead of the anticipated inflationary increases in income taxes to correspond with increases in grants
and subsidies associated with education.

Proprietary Funds

The statements for proprietary funds provide the same type of information found in the government-wide
financial statements, but in more detail.

The state’s net assets decreased by $161.4 million during the current year as a result of operations in the
proprietary funds. This primarily resulted from a $279.3 million decrease in net assets in the
Unemployment Insurance Fund due to an increase in the unemployment rate in Minnesota associated
with the economic downturn.

General Fund Budgetary Highlights

The state reduced its revenue forecast by $957 million based on the February 2002 forecast when it
became apparent the softened national economic conditions were going to have a negative impact on the
original projections. Individual income tax, corporate income tax, and sales and use taxes were the
largest contributors to the shortfall with forecast reductions of $555, $259, and $332 million respectively.

There were no net over-expenditures or line-item over-expenditures by the General Fund departments
during the fiscal year

It is anticipated that the General Fund will experience reduced revenues in the next fiscal year. However,
both the Minnesota State Constitution (Article XI, section 6) and state statutes (M.S. 16A.152) require that
the budget be balanced for the biennium, thus, corresponding reductions in spending and other measures
will be made to ensure that the fund balance remains positive.

Capital Asset and Debt Administration

Capital Assets

The state’s investment in capital assets for governmental and business-type activities as of June 30,
2002, was $9.3 billion, less accumulated depreciation of $1.7 billion, resulting in a net book value of $7.6
billion. This investment in capital assets includes land, buildings, equipment, infrastructure, and
construction in progress. Infrastructure assets are long-lived capital assets, such as pavement, bridges,
tunnels, drainage systems, lighting systems, and similar items that are normally stationary in nature and
typically are of value only to the state.
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Capital Assets
Fiscal Year Ended June 30, 2002

(In Thousands)
Governmental Business-type Total Primary
Activities Activities Government

Capital Assets not Depreciated:
Land $ 1,216,599 $ 51,833 $ 1,268,432
Buildings, Structures, Improvements 18,569 - 18,569
Construction in Progress 322,822 77,941 400,763
Infrastructure 4,311,441 - 4,311,441
Art and Historical Treasures 100 - 100
Total Capital Assets not Depreciated $ 5,869,531 $ 129,774 $ 5,999,305
Capital Assets Depreciated

Buildings, Structures, Improvements $ 1,205,374 $ 1,388,802 $ 2,594,176
Infrastructure 31,238 - 31,238
Library Collections - 42,731 42,731
Equipment, Furniture, Fixtures 346,788 278,855 625,643
Total Capital Assets Depreciated $ 1,583,400 $ 1,710,388 $ 3,293,788
Less: Accumulated Depreciation 779,231 928,017 1,707,248
Capital Assets net of Depreciation $ 804,169 $ 782,371 $ 1,586,540
Total $ 6,673,700 $ 912,145 $ 7,585,845

The most significant change in accounting for capital assets during the current fiscal year was the
inclusion of infrastructure assets. The state is also in the process of expanding a correctional facility with
costs exceeding $85 million as well as renovating a veteran’s home for $35 million.

Under GASB Statement No. 34, the state has adopted an alternative process referred to as the modified
approach for reporting selected infrastructure assets. The modified approach requires that the state meet
certain requirements regarding the inventory and maintenance of eligible capital assets, including
condition assessments. Under the modified approach, assets are not depreciated and certain
maintenance and preservation costs associated with those assets are expensed. Assets accounted for
under this approach include approximately 29,000 lane miles of pavement and 2,855 bridges that are
maintained by the Minnesota Department of Transportation.

The state’s goal is to maintain pavement at, or above, a 3.0 Pavement Quality Index (PQI) for all principal
arterial pavement and at, or above, a 2.8 PQI for all other pavement. The most recent condition
assessment indicated that the principal arterial pavement's average PQl was 3.39 and all other
pavement’s PQl was 3.30. The state has consistently improved the condition of pavement over the past
five years.

The state’s goal is to have over 92 percent of principal arterial system bridges and 80 percent of all other
system bridges in fair to good condition. The most recent condition assessment, completed for calendar
year 2001, indicated that 96 percent of principal arterial system bridges and 91 percent of all other system
bridges were in fair to good condition. The state has consistently improved the condition of bridges over
the past several years.

Additional information on the state’s capital assets and infrastructure under the modified approach is

included in note 6 of the notes to the financial statements and in the required supplementary information,
respectively.
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Debt Administration

The authority of the state to incur debt is described in Article XI, Sections 5 and 7, of the state’s
Constitution. General obligation bonds, issued by the state, are backed by the full faith, credit, and taxing
powers of the state.

The state’s general obligation bonds are rated as follows:

= Aaa by Moody’s
= AAA by Standard & Poors
= AAA by Finch.

The state also issues revenue bonds, which are payable solely from rentals, revenues, and other income,
charges and monies that were pledged for repayment.

Outstanding Bonded Debt
Fiscal Year Ended June 30, 2002
(In Thousands)

Governmental Business-type  Total Primary
Activities Activities Government

General Obligation $ 2,923,221 $ 108,874 $ 3,032,095
Revenue - 53,365 53,365

Total $ 2,923221 § 162,239 $§ 3,085,460

During fiscal year 2002, the state issued the following bonds:

= $611 million in general obligation state various purpose and state refunding bonds
= $55 million in general obligation state trunk highway bonds
= $36 million in state revenue bonds to finance the construction and remodeling of MnSCU buildings

Additional information on the state’s long-term debt obligations is located in note 7 in the notes to the
financial statements.

Economic Condition and Outlook

On December 4, 2002, the Department of Finance released its first forecast for the 2004-05 biennium.
The forecast projects a deficit of $4.560 billion in the absence of legislative action during the 2003
legislative session. This deficit resulted from a national economic downturn. The forecast includes a
projected deficit of $356 million for the current biennium. As noted above, the budget must be balanced
for the biennium based on both state statutes and constitution. Borrowing for operating purposes beyond
the biennium is not allowed. The fiscal year 2003 budget must be balanced before June 30, 2003.

Requests for Information

This financial report is designed to provide citizens, taxpayers, customers, investors, and creditors with a
general overview of the state’s finances and to demonstrate the state’s accountability for the money it
receives.

The information regarding how to contact the Minnesota Department of Finance regarding questions or
further information is shown on the back side of the title page of this report.
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STATE OF MINNESOTA

STATEMENT OF NET ASSETS
JUNE 30, 2002
(IN THOUSANDS)

ASSETS
Current Assets:

Cash and Cash Equivalents............cccceeiiienennnns
Investments
Accounts Receivable...
Due from Component Units
Due from Primary Government
Accrued Investment/Interest Income
Federal Aid Receivable..............
Inventories......
Deferred Costs.........

Loans and Notes Receivable .
Internal Balances.............c.cooviiiiiiiiiniiiinen
Securities Lending Collateral..............cccccovenennene
Other ASSEtS.......uvvuiiieiiee e

Total Current Assets..........ccoceviiiiiiiicinennnns
Noncurrent Assets:

Cash and Cash Equivalents-Restricted...............
Investments-Restricted...
Accounts Receivable-Restricted..
Due from Component Units ..... .
Loans Receivable-Restricted............................
Other Assets-Restricted...............ccoeviiiinnnn
Loans and Notes Receivable...
Depreciable Capital Assets (Net)..
Nondepreciable Capital Assets ....
Infrastructure (Not depreciated) .
Other ASSEetS.......coiviiiiiiiiiiicccc e

Total Noncurrent Assets...........cccceveeiniiinnnnnn,

Total ASSets......ccccoivviiiiieiiiicccece

LIABILITIES
Current Liabilities:
Accounts Payable............ccoociiiiiiiiiiii
Due to Component Units....
Due to Primary Government .
Deferred Revenue..................
Accrued Bond Interest Payable.... .
General Obligation Bonds Payable........................
Bond Premium Payable.................cccocvveniiinnnnn
Loans and Notes Payable
Revenue Bonds Payable.
Claims Payable.....
Compensated Absences Payable.
Workers' Compensation Liability.. .
Capital Leases Payable................ccccoeeii,
Securities Lending Collateral..............cccccovoeniniens

Total Current Liabilities..............c..ocooeeieennnes

Noncurrent Liabilities:

Accounts Payable-Restricted....
Deferred Revenue-Restricted......

Accrued Bond Interest Payable-Restricted ..
Revenue Bonds Payable-Restricted...................
Due to Primary Government
General Obligation Bonds Payable.. .
Bond Premium Payable.................ccoocoiveniiinnnnn
Loans and Notes Payable
Revenue Bonds Payable.
Claims Payable .................
Compensated Absences Payable...
Workers' Compensation Liability..
Capital Leases Payable........
Funds Held in Trust
Federal Student Loan Financing........................
Other Liabilities...........cccccooviviiiiiii

Total Noncurrent Liabilities...........................
Total Liabilities

PRIMARY GOVERNMENT

GOVERNMENTAL BUSINESS-TYPE COMPONENT
ACTIVITIES ACTIVITIES TOTAL UNITS

$ 4,756,568 $ 696,838 $ 5453406 $ 1,055,960

1,849,476 17,627 1,867,103 1,908,629

1,920,205 147,718 2,067,923 410,861

12,145 - 12,145 -

- - - 126,990

38,124 207 38,331 44,954

484,257 28,056 512,313 3,570

15,619 17,177 32,796 33,792

2,578 2,160 4,738 10,162

19,007 58 19,965 92,930

5,098 (5,098) - -

642,897 36,269 679,166 103,452

- - - 49,718

$ 9,746,874 $ 941,012 $ 10,687,886 $ 3,841,018

$ - $ 32,861 $ 32,861 $ 491,935

- 12,781 12,781 366,023

- - - 23,782

119,642 - 119,642 -

- - - 902,380

- 252 252 80,363

220,728 33,880 254,608 2,135,559

804,169 782,371 1,586,540 2,706,690

1,558,090 129,774 1,687,864 583,032

4,311,441 - 4,311,441 -

- 4,633 4,633 44,336

$ 7,014,070 $ 996,552 8,010,622 $ 7,334,100

$ 16,760,944 $ 1,937,564 $ 18,698,508 $ 11,175,118

$ 2,479,979 $ 191,225 $ 2,671,204 $ 162,648

126,990 - 126,990 -

3 B} - 14,012

386,145 20,234 406,379 71,471

33,445 246 33,691 9,428

237,262 6,568 243,830 325,181

2,129 - 2,129 -

18,054 1,793 19,847 2,460

- 120 120 406,330

122,339 - 122,339 68,511

20,592 11,582 32,174 53,858

12,285 1,270 13,555 -

6,578 2,244 8,822 -

642,897 36,269 679,166 103,452

$ 4,088,695 $ 271,551 $ 4,360,246 $ 1,217,351

$ - $ 3,835 $ 3,835 $ 49,825

- - - 107,658

- - - 67,121

- 310 310 35,240

- - - 119,642

2,685,959 102,306 2,788,265 1,055,206

35,593 - 35,593 -

21,564 2,705 24,269 7,437

- 52,935 52,935 2,476,432

1,422,694 - 1,422,694 320,622

211,750 85,787 297,537 16,787

102,664 3,122 105,786 -

11,449 6,334 17,783 -

- 9,243 9,243 94,979

- 32,886 32,886 -

- 1,219 1,219 255,846

$ 4,491,673 $ 300,682 $ 4,792,355 $ 4,606,795

$ 8,580,368 $ 572,233 $ 9,152,601 $ 5,824,146
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STATE OF MINNESOTA

STATEMENT OF NET ASSETS (CONTINUED)
JUNE 30, 2002
(IN THOUSANDS)

PRIMARY GOVERNMENT

GOVERNMENTAL BUSINESS-TYPE COMPONENT
ACTIVITIES ACTIVITIES TOTAL UNITS
NET ASSETS

Invested in Capital Assets,

Net of Related Debt.............ccocoeviiiiiiiiiiiiciinnns $ 3,516,294 $ 776,233 4,292,527 $ 2,097,723
Restricted for:

Capital Projects..........oooveeiiiiiiiiiiiieiiiiees $ 17,857 $ - 17,857 $ -
Debt Service..... . 587,915 - 587,915 -
Transportation............ccooeeeveeneennen. .. 798,186 - 798,186 -
Environmental and Natural Resources .. 371,687 - 371,687 -
School Aid-Nonexpendable ..............c...ccoceeneee. 524,535 - 524,535 -
Unemployment Benefits.............ccoooieeiiinaennnn, - 353,125 353,125 -
State Colleges and Universities - 78,570 78,570 -
Component UnitS...........oeeuiiiiiiiiiiiieieeen, - - - 1,337,807
Total Restricted...........ocovoviiiiiiiiiinine, $ 2,300,180 $ 431,695 2,731,875 $ 1,337,807
Unrestricted ..........oooovviiiiiiii $ 2,364,102 $ 157,403 2,521,505 $ 1,915,442
Total Net ASSetS......cccccviiriniciiiiciece e $ 8,180,576 $ 1,365,331 9,545,907 $ 5,350,972

The notes are an integral part of the financial statements.
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STATE OF MINNESOTA

STATEMENT OF ACTIVITIES
YEAR ENDED JUNE 30, 2002
(IN THOUSANDS)

PROGRAM REVENUES

OPERATING CAPITAL
CHARGES GRANTS AND GRANTS AND
FOR CONTRIBU- CONTRIBU-
FUNCTIONS/PROGRAMS EXPENSES SERVICES TIONS TIONS
Primary Government:
Governmental Activities:
Public Safety and Corrections.......................... $ 702,345 % 104,577 $ 109,694 $ 21,508
Transportation............coceviiiiiiiiiieeeee 1,619,806 3,976 569,644 -
Agricultural and Environmental Resources.......... 609,199 179,838 63,064 -
Economic and Workforce Development.............. 731,568 117,993 338,492 -
General Education.............ccoooiiiiiiiiiiin 5,461,074 20,822 436,391 -
Higher Education...............cooiiiiiiiiiinen, 865,729 - 5 -
Health and Human Services............c..ccocveienne. 2,468,146 513,385 951,615 -
Health Care..........coovviiiiii e 4,838,987 207,629 2,278,231 -
General Government.............cooveviiiienneniennen. 849,938 250,588 (49,175) -
Intergovernment Aid...........c.coooiiiiiiiii 1,287,768 - - -
INterest .....o.oviii 161,129 - - -
Total Governmental Activities....................... $ 19,595,689 $ 1,398,808 $ 4,697,961 $ 21,508
Business-type Activities:
State Colleges and Universities ....................... $ 1,296,697 $ 539,365 $ 171,166 $ 24,333
Unemployment Insurance..............ccoeeieeunenennn. 946,562 378,531 266,459 -
Lottery. ..o 296,985 352,618 - -
Other. ... 132,479 126,326 152 -
Total Business-type Activities........................ $ 2672723 $ 1,396,840 $ 437,777  $ 24,333
Total Primary Government....................... $ 22,268,412 $ 2,795,648 $ 5,135,738 $ 45,841
Component Units:
University of Minnesota................ccoooiiiiiin. $ 2,028,970 $ 606,121 $ 641,359 $ 105,342
Metropolitan Council..............ccocooiiiiiiiiii. 585,594 275,304 138,760 196,873
Housing Finance. ... 375,884 174,115 177,499 -
Others. ... 303,269 140,419 77,053 -
Total Component Units.............ccceeevvivuneeeeennnnn. $ 3293717 $ 1195959 § 1,034,671 $ 302,215
General Revenues:
Taxes:
Individual INCOME TaXES. ... cuuiii e
Corporate INCOME TAXES. . ..cuuuiin et e e
SAIES TAXES. ...ttt
PrOPEITY TaXES. ... et et
MOtOr VEhICIE TaXES. ... ..
FUBL TaXES. .t
(O (LT 1= G- TP
Tobacco Settlement. ... ... s
Unallocated Investment/Interest InCOme............oooiiiiiiiiiii e
Other REVENUES. ... ..o e
State Grants Not Restricted. ...... ..o
SpeCial e, ... e
TEANS OIS . e
Total General Revenues, Transfers and Special ltem.................ccoooiiiiiiiiiiinnn,
Change in Net ASSetS. ... .. i e
Net Assets, Beginning, as Restated...............oooiiiiiiiii
Change iN INVENTOTY. ... ...,

Net Assets, Ending

The notes are an integral part of the financial statements.
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NET (EXPENSE) REVENUE AND CHANGES IN NET ASSETS

PRIMARY GOVERNMENT

BUSINESS-
GOVERNMENTAL TYPE COMPONENT
ACTIVITIES ACTIVITIES TOTAL UNITS
$ (466,566) $  (466,566)
(1,046,186) (1,046,186)
(366,297) (366,297)
(275,083) (275,083)
(5,003,861) (5,003,861)
(865,724) (865,724)
(1,003,146) (1,003,146)
(2,353,127) (2,353,127)
(648,525) (648,525)
(1,287,768) (1,287,768)
(161,129) (161,129)
$ (13,477,412) $ (13,477,412)
$ (561,833) $  (561,833)
(301,572) (301,572)
55,633 55,633
(6,001) (6,001)
$ (813,773) $  (813,773)
$ (13,477,412)  $ (813,773) $ (14,291,185)
(676,148)
25,343
(24,270)
(85,797)
(760,872)
$ 5419220 $ - $ 5419220 -
428,614 - 428,614 -
3,777,259 - 3,777,259 -
308,337 - 308,337 -
616,616 - 616,616 -
614,285 - 614,285 -
1,862,382 - 1,862,382 114,659
380,024 - 380,024 -
83,432 35,853 119,285 (34,930)
71,621 721 72,342 99,410
- - - 903,114
134,000 - 134,000 -
(615,758) 615,758 - -
$ 13,080,032 $ 652,332 $ 13732364 1,082,253
$ (397,380) $ (161,441) $  (558,821) 321,381
$ 8575515 $ 1526,772 $ 10,102,287 5,029,591
2,441 - 2,441 -
$ 8,180,576 $ 1365331 $ 9,545,907 5,350,972
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Fund Financial Statements

Minnesota
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2002 Comprehensive Annual Financial Report

Major Governmental Funds

General Fund

The fund accounts for all financial resources except those required to be accounted for in another fund.

Federal Fund

The fund receives and disburses federal government grants and reimbursements. The fund is
administered in accordance with grant agreements between the state and federal agencies.
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STATE OF MINNESOTA

GOVERNMENTAL FUNDS
BALANCE SHEET

JUNE 30, 2002

(IN THOUSANDS)

ASSETS
Cash and Cash Equivalents.
Investments..........cccceeveeeene
Accounts Receivable.....
Interfund Receivables...........
Due from Component Units...............
Accrued Investment/Interest Income.
Federal Aid Receivable...............oocouiiiieiiiiii e,
INVENTOTIES. ...t
Loans and Notes Receivable...
Advances to Other FuNds.........ccccooviiiieiiiii e
Securities Lending Collateral............cccooiieiiiiiiiiiieieeiee
Investmentin Land...........coooiiiiiiiiiii e

TOtal ASSELS ..veveeiieeeee e

LIABILITIES AND FUND BALANCES
Liabilities:
Accounts Payable...........ccoooiiiiiiiiii
Interfund Payables...........
Due to Component Units..
Deferred Revenue...................
Securities Lending Collateral............ccoooiiiieniiiiieiee,

Total Liabilities.........ccovuiiiiiieeciee e

Fund Balances:
Reserved Fund Balances:
Reserved for Encumbrances..........cccccooeviviieeenienenn,
Reserved for Local Governments...
Reserved for Trust Principal................
Other Reserved Fund Balances.............ccccceeeecuveeennnn.

Total Reserved Fund Balances.........................

Unreserved Fund Balances:
Designated for:
Appropriation Carryover
General Fund.................
Special Revenue Funds

Undesignated, reported in:
General Fund............ooiiiiiiii e
Capital Project Funds..............cooiiviiiiiiiniinns
Special Revenue Funds..............ccocoiiiiiininn.e.

Total Unreserved Fund Balance.....................
Total Fund Balances...........cccccceevviiiniinnnnnnn.

Total Liabilities and Fund Balances...........

The notes are an integral part of the financial statements.

NONMAJOR

GENERAL FEDERAL FUNDS TOTAL
$ 1,589,427 309 $ 3,034,726 4,624,462
29,335 - 1,799,055 1,828,390
1,518,389 192,352 168,117 1,878,858
64,437 5,443 85,414 155,294
- - 131,787 131,787
25,949 - 11,779 37,728
- 451,963 32,294 484,257
- 258 14,091 14,349
3,539 754 236,342 240,635
4,933 - - 4,933
245,859 1,458 381,685 629,002
- - 15,423 15,423
$ 3,481,868 652,537 $ 5,910,713 10,045,118
$ 1,533,432 557,348 $ 347,716 2,438,496
21,208 13,606 114,467 149,281
104,914 - 22,076 126,990
890,996 72,960 38,807 1,002,763
245,859 1,458 381,685 629,002
$ 2,796,409 645,372 $ 904,751 4,346,532
$ 137,814 - $ 413,686 551,500
- - 526,386 526,386
- - 1,732,724 1,732,724
8,472 7,165 1,075,062 1,090,699
$ 146,286 7,165 $ 3,747,858 3,901,309
$ 324,509 - $ 446,317 770,826
158,148 - - 158,148
- - 337,659 337,659
56,516 - - 56,516
- - 1,608 1,608
- - 472,520 472,520
$ 539,173 - $ 1,258,104 1,797,277
$ 685,459 7,165 $ 5,005,962 5,698,586
$ 3,481,868 652,537 $ 5,910,713 10,045,118
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STATE OF MINNESOTA

RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET

TO THE STATEMENT OF NET ASSETS
JUNE 30, 2002
(IN THOUSANDS)

Total Fund Balance for Governmental FUNAS............. ... e $ 5,698,586
Amounts reported for governmental activities in the statement of net assets are different because:

Capital assets used in governmental activities are not financial resources and therefore are not
reported in the funds. These assets consist of:

Infrastructure. ..o, $ 4,311,441
Depreciable Capital Assets..................... 1,483,879
Nondepreciable Capital Assets.............. 1,542,667
Accumulated Depreciation....................... (712,428)
Total Capital ASSEtS.....ccooiiiiiii 6,625,559

Net effect of state revenues that will be collected after year-end but not available to pay for
current period expenditures and refunds of revenues that will be paid after year-end...................... 656,882

Internal service funds are used by management to charge the costs of certain activities to
individual funds. The assets and liabilities of the internal service funds are included in
governmental activities in the statement of net assets...............ooii 114,705

Some liabilities are not due and payable in the current period and therefore are not reported in
the funds. Those liabilities consist of:

General Obligation Bonds Payable........... $ (2,923,221)
Bond Premium Payable.......................... (37,722)
Accrued Interest Payable on Bonds.......... (33,445)
Loans and Notes Payable....................... (14,669)
Claims Payable..............ccocoiiiiiiiininnns, (1,545,033)
Workers' Compensation Liability............... (114,949)
Capital Leases Payable.......................... (18,027)
Compensated Absences Payable............. (228,090)
Total Liabilities. .....ocuiieiie e (4,915,156)
Net Assets of Governmental Activities............. ... $ 8,180,576

29



STATE OF MINNESOTA

GOVERNMENTAL FUNDS

STATEMENT OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCES

YEAR ENDED JUNE 30, 2002

(IN THOUSANDS)

NONMAJOR
GENERAL FEDERAL FUNDS TOTAL
Net Revenues:
Individual INComMe TaXEeS.....ccceeeeeoeieeeeeeeeeeeeeeeeee $ 5,439,186 $ - $ - 5,439,186
Corporate Income Taxes... 454,318 - - 454,318
SAlES TAXES....ccuveieetiieeeeee et 3,772,573 - 23,369 3,795,942
Property TaXes........coouvuiiiiiiiiii e, 305,573 - - 305,573
Motor Vehicle Taxes... 424,714 - 687,239 1,111,953
FUBI TAXES ooveeiiiiiieee e - - 611,886 611,886
Other TaXES.....c.vvieieiieeceee e 1,014,345 - 343,250 1,357,595
Tobacco Settlement. . 155,931 - 224,093 380,024
Federal REVENUES............oooevueiiiiiieeeeeeeee e 49 4,321,800 328,634 4,650,483
Licenses and FEes.........cceeiiiiieeceeiiiiiieeeeeeeeee e, 176,032 - 189,496 365,528
Departmental Services......... 39,645 9,792 143,418 192,855
Investment/Interest Income.. 82,777 573 (43,271) 40,079
Securities Lending Income... .. 11,266 - 14,779 26,045
Other REVENUES..........oooiiiiiecieeeceeeeee e, 302,076 262,471 194,577 759,124
Net REVENUES........c.oeeeiiiiiceee e, $ 12,178,485 $ 4,594,636 $ 2,717,470 19,490,591
Expenditures:
Current:
Public Safety and Corrections.......................... $ 461,296 $ 95,205 $ 138,804 695,305
Transportation.............cooeviiiiiiiiiiinennes. 104,325 212,248 1,294,096 1,610,669
Agricultural and Environmental Resources......... 243,996 28,720 364,423 637,139
Economic and Workforce Development...... 193,011 313,534 269,939 776,484
General Education..................cooooi 4,919,268 458,849 82,505 5,460,622
Higher Education................... 791,256 - 73,139 864,395
Health and Human Services..... 943,788 995,872 368,999 2,308,659
Health Care.......................... 2,234,990 2,397,342 177,322 4,809,654
General Government.... 540,196 11,395 160,883 712,474
Intergovernment Aid....................... 1,287,612 - 156 1,287,768
Securities Lending Rebates and Fees.................. 10,848 - 14,560 25,408
Total Current Expenditures................cccocoeueneee. $ 11,730,586 $ 4,513,165 $ 2,944,826 19,188,577
Capital Outlay.......cocoeeiieiieie e 60,598 23,856 416,004 500,458
Debt SErviCe......cccuiiieiiieciie e 23,404 320 360,698 384,422
Total Expenditures............cocoeeieeiieiieeieieeee $ 11,814,588 $ 4,537,341 $ 3,721,528 20,073,457
Excess of Revenues Over (Under)
EXpenditures. .........coceeiiiiiiiie e $ 363,897 $ 57,295 $ (1,004,058) (582,866)
Other Financing Sources (Uses):
General Obligation Bond Issue Proceeds................. $ - $ - $ 602,613 602,613
Proceeds from Refunding Bonds............. . - - 37,405 37,405
Payment of Refunding Bonds....... - - (37,405) (37,405)
Bond Issue Premium............. - - 35,476 35,476
Transfers-In.... 201,602 2,575 1,819,470 2,023,647
Transfers-Out.... . (1,053,725) (59,831) (1,511,410) (2,624,966)
Capital Leases.........cooeeiieeieiiiesie e - - 3,326 3,326
Net Other Financing Sources (Uses).................... $ (852,123) $ (57,256) $ 949,475 40,096
Special ltem........ooi $ 134,000 $ - $ - 134,000
Excess of Revenues and Other Sources Over
(Under) Expenditures and Other Uses.. $ (354,226) $ 39 $ (54,583) (408,770)
Fund Balances, Beginning, as Restated... . $ 1,039,685 $ 7,126 $ 5,058,104 6,104,915
Change in INVentory..........ccocceieiieenie e - - 2,441 2,441
Fund Balances, ENding..........ccccoeiiiiiiiiieiieeniece e $ 685,459 $ 7,165 $ 5,005,962 5,698,586

The notes are an integral part of the financial statements.
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STATE OF MINNESOTA

RECONCILIATION OF THE STATEMENT OF REVENUES,
EXPENDITURES AND CHANGES IN FUND BALANCES OF GOVERNMENTAL FUND<

TO THE STATEMENT OF ACTIVITIES
YEAR ENDED JUNE 30, 2002
(IN THOUSANDS)

Net change in fund balances for governmental funds...................... $  (408,770)
Amounts reported for governmental activities in the Statement of Activities are different because:

Governmental funds report capital outlay as expenditures. However, in the Statement
of Activities, the cost of capital assets is allocated over their estimated useful lives as depreciation.
This is the amount by which capital outlay exceeded depreciation in the current period....................... 450,572

Internal service funds are used by management to charge the costs of certain activities to individual
funds. The net revenue (expense) of internal service funds activities reported with
governmental @CHIVItIES. ... ... e 714

Net changes in revenues in the Statement of Activities that do not provide current financial resources
are not reported as revenues iN the FUNAS. ... ... e (22,082)

Bond proceeds provide current financial resources to governmental funds; however issuing debt
is reported as an increase of long-term liabilities in the Statement of Net Assets....................ocnil. (675,494)

Some capital additions were financed through capital leases. In governmental funds, a capital lease
arrangement is reported as a source of financing, but in the Statement of Net Assets, the lease
obligation is reported as a liability INCrease......... ..o (3,326)

Repayment of long-term liabilities is reported as an expenditure in governmental funds, but the

repayment reduces long-term liabilities in the Statement of Net Assets.........c.coiiiiiiiiiiis 261,006
Change in net assets of governmental activities...................... $  (397,380)
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STATE OF MINNESOTA

MAJOR GOVERNMENTAL FUND

STATEMENT OF REVENUES, EXPENDITURES

AND CHANGES IN FUND BALANCES - BUDGET AND ACTUAL
BUDGETARY BASIS

YEAR ENDED JUNE 30, 2002

(IN THOUSANDS)

GENERAL FUND

ORIGINAL FINAL
BUDGET BUDGET ACTUAL
Net Revenues:
Individual INCOME TaXES.....coeeeeeeeeeeeeeeeeeeeeeeeeeen $ 6,288,588 $ 5,733,200 $ 5,443,342
Corporate Income Taxes.. 788,440 529,540 529,457
SalES TAXES. .. eiiiieiieeiee ettt 4,076,115 3,744,470 3,750,174
Property TaXeS.......cccvuerieeriiinieeiie et 296,000 296,000 305,573
Motor Vehicle Taxes.. 362,080 419,328 424,839
TODACCO TAXES...ccveiieiireeeiieeieeete e, 165,028 161,076 164,438
Other TaXes.....ccoeeiiieie e 575,290 636,255 632,661
Investment/Interest Income. 87,000 75,000 82,836
Other REVENUES.........coeeeeeeeee e 789,984 876,715 963,948
Net REVENUES.........cccoeeveeeeeeeeeeeee e $ 13,428,525 $ 12,471,584 $ 12,297,268
Expenditures:
Public Safety and Corrections..............cccceeeieeennnnn. $ 481,220 $ 447 590 $ 447 589
Transportation..........coooceveiiiie e 206,478 199,850 199,849
Agricultural and Environmental Resources. 257,998 239,040 238,745
Economic and Workforce Development.................... 61,049 134,871 134,855
General Education.............ooooeeeeeieieeieee 4,968,946 4,940,257 4,939,859
Higher Education 803,144 793,416 793,348
Health and Human Services.............coooeveeviiieiniennn. 927,364 973,904 966,574
Health Care.........coceiiiiiiieiceec e 2,189,398 2,181,224 2,181,224
General Government. 297,183 548,605 548,559
Intergovernment Aid...........cccceeviiieiiien e 1,324,376 1,298,247 1,298,247
Total Expenditures............cocoveevveniiiiicnecnieeeiene $ 11,517,156 $ 11,757,004 $ 11,748,849
Excess of Revenues Over (Under)
EXPENAItUIES........vivevceeeeieeeeeeeeeeee et $ 1,911,369 $ 714,580 $ 548,419
Other Financing Sources (Uses):
TranSTErS-IN...ccce oo $ 60,696 $ 64,100 $ 96,497
Transfers-Out.........ccoceeiiiiiienii e (1,103,587) (1,103,603) (1,103,603)
Net Other Financing Sources (Uses).................... $  (1,042,891) $ (1,039,503) $  (1,007,106)
Excess of Revenues and Other Sources Over
(Under) Expenditures and Other Uses...........c.ccccceene... $ 868,478 $ (324,923) $ (458,687)
Fund Balances, Beginning, as Reported ...................... $ 1,466,088 $ 1,595,418 $ 1,595,418
Prior Period Adjustments...........cccceeviiieeiine e - - 150,071
Change in Fund Structure................ocoooviienanen. - (129,330) (129,330)
Fund Balances, Beginning, as Restated....................... $ 1,466,088 $ 1,466,088 $ 1,616,159
Budgetary Fund Balances, Ending.... 2,334,566 $ 1,141,165 $ 1,157,472
Less: Appropriation Carryover.. - - 324,509
Less: Budgetary Reserve..........ccccovvveeiiieeeninenenn, 653,000 158,148 158,148
Undesignated Fund Balances, Ending.............c..cccc...... $ 1,681,566 $ 983,017 $ 674,815

The notes are an integral part of the financial statements.
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Major Proprietary Funds

State Colleges and Universities Fund
The fund accounts for the activities of Minnesota State Colleges and Universities (MNnSCU). MnSCU is a
system of public two-year colleges and state universities and is the largest system of higher education in

the state. While the primary activity of MnSCU is to provide educational services, the fund also includes
scholarships, student loans, bookstores, student living activities, research, and long-term debt.

Unemployment Insurance Fund

The fund receives unemployment taxes collected from employers and pays unemployment benefits to
eligible individuals.
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STATE OF MINNESOTA

PROPRIETARY FUNDS
STATEMENT OF NET ASSETS
JUNE 30, 2002

(IN THOUSANDS)

ENTERPRISE FUNDS

STATE NONMAJOR INTERNAL
COLLEGES & UNEMPLOYMENT ENTERPRISE SERVICE
UNIVERSITIES INSURANCE FUNDS TOTAL FUNDS
ASSETS
Current Assets:
Cash and Cash Equivalents...............c.ccece.... $ 361,854 $ 270,988 $ 63,996 696,838 $ 132,106
Investments 17,627 - - 17,627 21,086
Accounts Receivable. 27,941 108,440 11,337 147,718 41,347
Interfund Receivables... 11,270 - 240 11,510 -
Accrued Investment/Interest Income... 117 - 90 207 396
Federal Aid Receivable... 11,248 16,808 - 28,056 -
7,892 - 9,285 17,177 1,270
1,619 - 541 2,160 2,578
Loans and Notes Receivable. 58 - - 58 -
Securities Lending Collateral. 30,162 - 6,107 36,269 13,895
Total Current Assets... $ 469,788 $ 396,236 $ 91,596 957,620 $ 212,678
Noncurrent Assets:
Cash and Cash Equivalents-Restricted.. $ 26,132 $ - $ 6,729 32,861 $ -
Investments-Restricted.... 9,695 - 3,086 12,781 -
Other Assets-Restricted.. 252 - - 252 -
Loans and Notes Receivable. 33,880 - - 33,880 -
Depreciable Capital Assets (Net). 755,861 - 26,510 782,371 32,718
Nondepreciable Capital Assets ... 121,445 - 8,329 129,774 -
Other Assets 1,352 - 3,281 4,633 -
Total Noncurrent Assets. $ 948,617 $ - $ 47,935 996,552 $ 32,718
Total Assets.. $ 1,418,405 $ 396,236 $ 139,531 1,954,172 $ 245,396
LIABILITIES
Current Liabilities:
Accounts Payable.. $ 130,933 $ 36,670 $ 23,622 191,225 $ 78,888
Interfund Payables. - 5,149 11,459 16,608 915
Deferred Revenue.. 17,763 1,292 1,179 20,234 2,859
Accrued Bond Interest Payable. - - 246 246 -
General Obligation Bonds Payable.. 6,370 - 198 6,568 -
Loans and Notes Payable... 1,793 - - 1,793 13,558
Revenue Bonds Payable. 120 - - 120 -
Workers' Compensation Liability.. 1,270 - - 1,270 -
Capital Leases 1,844 - 400 2,244 -
Compensated Absences Payable. 8,790 - 2,792 11,582 905
Securities Lending Collateral 30,162 - 6,107 36,269 13,895
Total Current Liabilities......................... $ 199,045 $ 43,111 $ 46,003 288,159 $ 111,020
Noncurrent Liabilities:
Accounts Payable-Restricted......................... $ - $ - $ 3,835 3,835 $ -
Revenue Bonds Payable-Restricted... - - 310 310 -
General Obligation Bonds Payable.. 98,252 - 4,054 102,306 -
Loans and Notes Payable. 2,705 - - 2,705 11,391
Revenue Bonds Payable 37,445 - 15,490 52,935 -
Workers' Compensation Liability.. 3,122 - - 3,122 -
Capital Leases 4,837 - 1,497 6,334 -
Compensated Absences Payable. 80,105 - 5,682 85,787 3,347
Advances from Other Funds.. - - - - 4,933
Funds Held in Trust.. 9,243 - - 9,243 -
Federal Student Loan Financing.. 32,886 - - 32,886 -
Other Liabilities 959 - 260 1,219 -
Total Noncurrent Liabilities.................... $ 269,554 $ - $ 31,128 300,682 $ 19,671
Total Liabilities..........cccocvviiiicneiiene $ 468,599 $ 43,111 $ 77,131 588,841 $ 130,691
NET ASSETS
Invested in Capital Assets,
Net of Related Debt $ 758,340 $ - $ 17,893 776,233 $ 5,513
Restricted for:
Unemployment Benefits.. $ - $ 353,125 $ - 353,125 $ -
Donations....... 6,244 - - 6,244 -
Perkins Loans. 4,441 - - 4,441 -
Bond Covenants. 13,241 - - 13,241 -
Debt Service 12,901 - - 12,901 -
Capital Projects 32,624 - - 32,624 -
Faculty Contracts.. 6,755 - - 6,755 -
Legislatively Mandated Purposes... 2,364 - - 2,364 -
Total Restricted............cccoviiiiiiiniinns $ 78,570 $ 353,125 $ - 431,695 $ -
Unrestricted ..........cooiiiiiiii $ 112,896 $ - $ 44,507 157,403 $ 109,192
Total Net Assets........cocoeveriiiiiniiiciccieeeee, $ 949,806 $ 353,125 $ 62,400 1,365,331 $ 114,705

The notes are an integral part of the financial statements.
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STATE OF MINNESOTA

PROPRIETARY FUNDS
STATEMENT OF REVENUES, EXPENSES
AND CHANGES IN NET ASSETS
YEAR ENDED JUNE 30, 2002

(IN THOUSANDS)

Operating Revenues:

Tuition ...........

Room and Board.............ccoceiiiiiiiiiiiie

Net Sales........
Loan Interest

Rental and Service FEes........ccooeiiiiiiiiiieieee e
Insurance Premiums..........ccccoooiiieniiniincnieneec e

Federal Revenues....

State Grants....

Private Grants..
Other Income....

Total Operating Revenues.............cccoovveeieenrainnns
Less: Cost of Goods Sold...........cccoceeriiiiniiiiecnenns

Gross Margin.........cccooeereeneene e

Operating Expenses:

Purchased Services......
Salaries and Fringe Benefits...
Student Financial Aid.........

Unemployment Benefits..

Other Expenses

Supplies and Materials............cccoceiieiiiieiiriieieees
Repairs and Maintenance...............ccccoeovieiiininnns
Indirect Costs....

Total Operating EXpENnSes. ........cccccereeivanreeeneene

Operating INCOMe (LOSS)......cceiviiriiieiiiiiiiie e

Nonoperating Revenues (Expenses):
Investment Income............ccoooiiiiiii e

Grants and Subsidies.......
Securities Lending Income..
Other Nonoperating Revenues...
Interest and Financing Costs..

Grants, Aids and Subsidies...............

Securities Lending Rebates and Fees..
Other Nonoperating Expenses.................

Gain (Loss) on Disposal of Capital Assets..................

Total Nonoperating Revenues (Expenses)..............

Income (Loss) Before Transfers...........cccovviiiiccivennnnn,

Transfers-In......

Net Income (Loss)

Transfers-Out....

Net Assets, Beginning, as Restated.............ccccooceeninns

Net Assets, Ending

The notes are an integral part of the financial statements.

ENTERPRISE FUNDS

STATE NONMAJOR INTERNAL
COLLEGES & UNEMPLOYMENT ENTERPRISE SERVICE
UNIVERSITIES INSURANCE FUNDS TOTAL FUNDS
$ 313611 $ -3 - 313,611 $ -

40,001 - - 40,001 -
40,328 - 380,635 420,963 15,350
1,068 - - 1,068 -
52,112 - 73,962 126,074 132,576

- 378,531 21,743 400,274 456,832

142,866 266,459 - 409,325 -
68,547 - - 68,547 -
28,300 - - 28,300 -
23,698 - 2,604 26,302 5,826

$ 710,531 $ 644,990  $ 478,944 1,834,465  $ 610,584
- - 268,561 268,561 11,231

$ 710,531 $ 644,990  $ 210,383 1565904  $ 599,353
$ 129,775  $ -3 47,343 177,118 § 135,004
838,815 - 76,782 915,597 39,697
80,220 - - 80,220 -

- 946,562 - 946,562 -

- - 18,971 18,971 388,190

66,050 - 3,405 69,455 11,845

- - 50 50 208

63,878 - 4,248 68,126 5,255
45,501 - - 45,501 -

- - 2,460 2,460 2,932

59,362 - 3,685 63,047 4,588

$ 1,283,601 $ 946,562  $ 156,944 2,387,107  $ 587,719
$ (573,070) $ (301,572)  § 53,439 (821,203)  $ 11,634
$ 5624 % 27,406 $ 2,806 35836  $ 6,880
24,333 - 152 24,485 -
435 - 267 702 596

- - 726 726 -

(4,793) - (676) (5,469) (1,513)
(7,391) - - (7,391) -
(418) - (257) (675) (575)
(912) - (3,275) (4,187) (1,919)

B - (23) (23) 50

$ 16,878  $ 27,406  $ (280) 44004  $ 3,519
$ (556,192) $ (274,166)  $ 53,159 (777,199) § 15,153
676,297 - 2,025 678,322 -

- (5,163) (57,401) (62,564) (14,439)

$ 120,105 § (279,329)  $ (2,217) (161,441)  § 714
$ 829,701 $ 632,454  $ 64,617 1526772  $ 113,991
$ 949806 $ 353,125  $ 62,400 1,365,331 $ 114,705
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STATE OF MINNESOTA

PROPRIETARY FUNDS
STATEMENT OF CASH FLOWS
YEAR ENDED JUNE 30, 2002

(IN THOUSANDS)

Cash Flows from Operating Activities:
Receipts from CUSTOMErS........c.ooiiiieiiee e
Receipts from Grants...........
Receipts from Other Revenue.....................
Receipts from Repayment of Program Loans....................cooceues
Financial Aid Disbursements...................
Payments to Claimants....
Payments to Suppliers.....
Payments to Employees..
Payments to Others............. .
Payments of Program Loans..............ccocoiviiiiiiiiniiiiicees

Net Cash Flows from Operating Activities..........c.ccoooeioeioainnes

Cash Flows from Noncapital Financing Activities:
Grant RECEIPES....ciuuiiiiiiiiiie ittt
Grant Disbursements
Transfers-In...........
Transfers-Out..........cccceueuee
Advances from Other Funds.................
Repayments of Advances to Other Funds.. .
Repayments of Advances from Other Funds............cccccoeciiciniennne
Other Nonoperating EXpense............c.oevuiieiiiieiiiiiiaii e

Net Cash Flows from Noncapital Financing Activities.................

Cash Flows from Capital and Related Financing Activities:
Investment in Capital ASSELS........cceeiieiiiiiiiereee e
Transfers-in Restricted to Capital Acquistion.
Proceeds from Disposal of Capital Assets......
Proceeds from Capital Debt.................
Capital Lease Payments......

Proceeds from Loans....
Repayment of Loan Principal..
Repayment of Bond Principal.
Prepaid Debt Service..........oc.iiiiiiiiiii i
INterest Paid.........coooviiiiiie e

Net Cash Flows from Capital and Related
Financing ACHIVItIES.........c.cooiiiiiii e

Cash Flows from Investing Activities:
Proceeds from Sales and Maturities of Investments.
Purchase of Investments
Investment Earnings...........ccccceeeeen.

Net Cash Flows from Investing Activities............c.ccoveviiciiienens
Net Increase (Decrease) in Cash and Cash Equivalents....................
Cash and Cash Equivalents, Beginning, as Restated...............ccc.c.....
Cash and Cash Equivalents, ENding..........ccccoooeiiiiieniiic e

ENTERPRISE FUNDS

STATE NONMAJOR INTERNAL
COLLEGES &  UNEMPLOYMENT  ENTERPRISE SERVICE
UNIVERSITIES INSURANCE FUNDS TOTAL FUNDS
$ 549,182 $ 381,244 $ 502,921 $ 1,433,347 $ 600,951

238,813 249,305 - 488,118 -

24,766 - 7,085 31,851 18,312
6,222 - - 6,222 -
(155,571) - - (155,571) -
- (938,414) (43,503) (981,917) (401,060)
(334,414) - (97,075) (431,489) (142,038)
(812,750) - (81,270) (894,020) (41,020)
- - (221,489) (221,489) (10,776)

(6,136) - - (6,136) -

$ (489,888) $ (307,865)  $ 66,669 $ (731,084) $ 24,369
$ - $ - $ 257 $ 257 $ -
(7,391) - - (7,391) -
602,183 - 2,025 604,208 -

- (5,163) (60,301) (65,464) (14,439)

- - 1,086 1,086 7,640

- - 287 287 -

- - - - (7,458)

- - (3,089) (3,089) (1,169)

$ 594,792 $ (5163) $ (59,735) $ 529,804 $  (15,426)
$ (110,100) $ - $ (6,256) $ (116,356) % (7,432)
74,114 - - 74,114 -

_ - 533 533 1,483

65,529 - - 65,529 -

- - (299) (299) -

- - - - 8,355

- - - - (14,130)

(4,194) - (395) (4,589) -
(11,270) - - (11,270) -
(585) - (1,017) (1,602) (1,557)

$ 13,494 $ - $ (7,434) $ 6,060 $  (13,281)
$ 6,563 $ - $ 232 $ 6,795 $ 4,989
(9,866) - - (9,866) (4,962)
6,239 27,406 2,745 36,390 6,444

$ 2,936 $ 27,406 $ 2,977 $ 33,319 $ 6,471
$ 121,334 $ (285,622) $ 2,477 $ (161,811) § 2,133
$ 266,652 $ 556,610 $ 68,248 $ 891,510 $ 129,973
$ 387,986 $ 270,988 $ 70,725 $ 729,699 $ 132,106
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STATE OF MINNESOTA

PROPRIETARY FUNDS

STATEMENT OF CASH FLOWS
YEAR ENDED JUNE 30, 2002
(IN THOUSANDS)

Reconciliation of Operating Income (Loss) to
Net Cash Flows from Operating Activities:

Operating INCOME (LOSS).....ccuveiueeeraieiieenieanieeie e siee e eee e seeeeeens

Adjustments to Reconcile Operating Income to
Net Cash Flows from Operating Activities:

DePreCiation.........oouie i s

Amortization.....................
Loan Principal Repayments.
Loans Issued....................
Bad Debt Expense.............cccvvunene.

Net Nonoperating Revenues (EXPENSES).........cccccvvrveieenieiiinncnins

Change in Assets and Liabilities:
Accounts Receivable
Inventories............
Other Assets

Accounts Payable............ccooiiiiiiiiiieeeeeee e
Compensated Absences Payable.............ccccooeiiiiiiiiiiciice

Deferred Revenues

ONET LIADIIIES ..o -

Net Reconciling Items to be Added to

(Deducted from) Operating INCOmMe...........cccovvireenieiin