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FY 2001 Y ear -to-Date Revenues Up $103 Million

Net general fund revenues totaled $2.895 billion during the first quarter of FY 2001, $103
million (3.7 percent) more than end-of -session estimates. Receipts from the individual income
tax, the corporate income tax, and the motor vehicle sales tax al were above forecast, while
net sales tax revenues fell below expectations. Net receipts from the four major taxes
exceeded the forecast by $87 million (3.5 percent).

Summary of Tax Receipts: July — September 2000

Estimate Actual Variance Per cent
--------- ($inmillions) - --------
Income $1,318 $1,380 62 4.7
Sales 848 832 (16) (2.9)
Corporate 187 226 39 20.9
Motor Vehicles 137 139 2 15
Other _ 302 _ 318 _16 53
TOTAL $2,792 $2,895 $103 3.7

Individual income tax receipts had the largest variance, $62 million (4.7 percent). More than
one half of that variance came from higher than anticipated estimated tax payments. (See page
4). Much of this variance appears to reflect an acceleration in the rate at which third quarter
payments were processed. The shortfall in net sales tax receipts was caused by larger than
anticipated sales tax refunds. Gross sales tax receipts for the quarter exceeded the forecast by
$6 million (0.7 percent). Nearly one-haf of the large percentage variance in net corporate
income tax receipts came from smaller refunds and larger than anticipated settle-up payments
from returns for tax year 1999 and prior tax years. Investment income and deed and mortgage
tax receipts were the chief sources of the variance in other revenues.

Net general fund revenues for FY 2000 are now reported at $11.256 billion, $625 million less
than reported in July’s Economic Update. The FY 2000 sales tax rebate, which had yet to be
paid at the time of that report accounts for $624 million of that change. Other closing-related
changes decreased the reported positive variance by a net of $1 million. Net general revenues
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for FY 2000 are now estimated to have exceeded the forecast by $259 million. A final report
on FY 2000 revenue variances will be included in the November revenue forecast.

Forecasters Expect U.S. Economy to Remain Strong in 2001

The U.S. economy has gone more than 9 years without a recession. But, even with today’ s unsettied
oil market and retreating stock market, almost no one sees an end to the good economic news. Third
guarter GDP growth is expected to be well below recent experience, and corporate earnings
comparisons may appear anemic, but these are not signs of fundamental economic weakness. We are
currently in the midst of the best period of long term growth in U.S. economic history. Economists
know that the good times will come to an end, sometime. But, until inflation moves beyond 3
percent, the U.S. economic outlook remains sound.

Everyone's forecast for 2000 and 2001 has been revised up substantialy since February when
Minnesota's revenue forecast was prepared. Data Resources Inc., (DRI), Minnesota's national
macro-economic consultant now sees real GDP growing at an annual rate of 5.2 percent in 2000, and
3.2 percent in 2001, well above their February projections of 3.6 percent and 2.9 percent. Much of
that change reflects the stronger than anticipated growth which occurred during the first half of 2000.
DRI assigns their October Control scenario a probability of 55 percent, the same as in February. A
scenario with a recession in 2001 is now assigned a probability of 25 percent, up from 15 percent in
February. DRI has replaced their |ate recession scenario with one more optimistic than the Control.
That optimistic scenario is given a 20 percent probability.

Real GDP Growth is Projected to Continue at a 4 Percent
RateThrough F.Y. 2003 (Real GDP, $96)
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Economists caution, however, that while it will take something beyond $40 per barrel oil to create a
recession, further oil price increases will slow economic growth. Most forecasters, including DRI,
currently expect oil prices to stabilize just below $30 per barre in the short term, then fall back to
$25 by early summer. Oil only $5 per barrel above those levels would drop the 2001 real GDP
growth rate to below 3.0 percent, the slowest growth rate since 1992. The outlook for 2002 and 2003
would also be revised lower.



October 1999 Economic Update

Minnesota’s Economy Continuesto Outperform the U.S. Averages

Minnesota s economy has been performing well. Unemployment continues at rates well below the
U.S. average, and our tight labor market has yielded significant increases in incomes. Per capita
income in Minnesota grew from 102 percent of the U.S. average to nearly 108 percent during the past
decade. In 1999, even with a weakened agricultural sector, we ranked 10", up from aranking of 16™
in 1990. The Census Bureau reports median household income in Minnesota in 1999 reached
$48,112, ranking us 5" nationally.

High tech is less dominant in Minnesota than in Silicon Valley, but there is little support for
assertions that we are falling behind. While comparisons of high tech activity depend on how high
tech is defined and measured, the proportion of Minnesota's employment in 4 key high tech
industries--computers, electrical components, medical instruments, and software-- was more than 70
percent above the U.S. average in 1999. Employment in the computer industry fell by more than 30
percent during the nineties, but employment in the medical device industry grew by 70 percent, and
that in software firms by 188 percent.

Minnesota Has a Greater Proportion of
High Tech Employment than the U.S. Average
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High tech industries are an important source of growth in Minnesota, but currently — even under
broadest definition of high tech — they employ less than 10 percent of the state’s work force.
Historically Minnesota's diversified economy has been one of the state€’s strengths, and the
chalenges posed by globalization, technological changes, and tight labor markets will affect all
sectors, and not be solved by high tech development alone.
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Comparison of Actual and Estimated Non-Restricted Revenues

Four Major Revenues:

Individual Income Tax
Withholding
Declarations
Miscellaneous
Gross
Refunds
Net

Corporate & Bank Excise
Declarations
Miscellaneous
Gross
Refunds
Net

Sales Tax
Gross
Refunds
Net

Motor Vehicle Sales
Other Revenues:

Inherit/Gift/Estate
Liquor/Wine/Beer
Cigarette & Tobacco
Deed and Mortgage
Insurance Gross Earnings
Lawful Gambling
Health Care Surcharge
Other Taxes

Genera Fund RTC
Income Tax Reciprocity
Investment Income
Tobacco Settlement
1999 Sales Tax Rebates
2000 Sales Tax Rebates
Other and Unallocated

Other Subtotadl
Other Refunds
Other Net

Total Gross
Total Refunds
Total Net

($in thousands)
2000 Fiscal Year to Date

July — Sept. 2000

Forecast Actual Variance Forecast Actual Variance

Revenues Revenues Act-Fcst

Revenues Revenues Act-Fcst

4,573,100 4,602,771
1,144,800 1,160,220

29,671
15,420

589,461" 686,401" 96,940
6,307,361 6,449,392 142,031
854,300 893,021 38,721
5,453,061" 5,556,371 103,310
772,400 791,504 19,104
97,810 125,045 27,235
870,210 916,549 46,339
128,100 116,420 (11,680)
742,110 800,129 58,019
3,906,900 3,933,734 26,834
192,519 179,623  (12,896)
3,714,381 3,754,111 39,730
529,500 540,961 11,461
85,000 83,888 (1,112)
60,021 62,138 2,117
176,481 179,186 2,705
137,100 141,397 4,297
172,400 177,453 5,053
63,795 65,432 1,637
124,906 125,887 981
3,187 3,268 81
22,780 8,274  (14,506)
46,475 46,475 0
134,347 152,442 18,095
104,926 104,926 0
(18,261) (10,130) 8,131
(635,600)* (623,672)* 11,928
103,911 110,809 6,898
581,468 627,773 46,305
23,579 23,388 (191)
557,889 604,385 46,496

12,195,43 12,468,413 272,974
1,198,498 1,212,453 13,955
10,996,94 11,255,960 259,019

1. Adjusted for recapture of any income tax balance due.

1,101,300 1,129,797 28,497
205,603 240,636 35,033
39,434 39,960 526
1,346,337 1,410,393 64,056
28,500 30,065 1,565
1,317,837 1,380,328 62,491
187,200 207,615 20,415
19,900 30,900 11,000
207,100 238,515 31,415
19,900 12,705  (7,195)
187,200 225,810 38,610
875,631 881,407 5,776
27,759 49,853 22,094
847,872 831,554 (16,318)
137,300 139,721 2,421
23,142 14,640 (8,502)
11,888 11,804 (84)
35,562 38,944 3,382
34,480 40,998 6,518
2,831 2,190 (641)
13,076 13,482 406
28,671 27,332 (1,339)
319 236 (83)
5,700 2,420  (3,280)

0 0 0

18,452 32,429 13,977
0 0 0

0 (461) (461)

0 (686) (686)
129,987 134,778 4,792
304,108 318,106 13,998
2,150 765  (1,385)
301,958 317,341 15,383
2,870,476 2,988,142 117,667
78,309 93,388 15,079

2,792,166 2,894,754 102,588
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