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What is a credit rating?

Communicates the creditworthiness of an entity or security

« Ratings (‘AAA’ through ‘D’), with + or - modifiers below ‘AAA’
* Opinions of relative ranking of vulnerability to default
« Explicitly forward-looking, “through-the-cycle”
« Entity rating (“issuer default rating”—IDR) and security rating
* Assignment based on explicit criteria

* Outlooks and Watches express future direction of ratings
* Outlooks - Stable/Positive/Negative/Evolving
« Watches - Positive/Negative/Evolving
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State Ratings Distribution
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State Ratings Distribution

States IDR - Rating Changes States IDR - Rating Outlooks
m Negative m Stable m Positive

s Upgrades (LHS) mmmmm Downgrades (LHS) === Downgrades/Upgrades (RHS)

(x)

2022 2023 2024 2022 2023 2024

Source: Fitch Ratings Source: Fitch Ratings
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State Rating Criteria

FitchRatings

FitchRatings

U.S. Public Finance
State Governments and
Territories Rating Criteria

Master Criteria

Scope

This report outlines the criteria that apply to the rating of new and existing debt issued by or on behalf
of U.S. state governments and territories. Section 1 of the report details the criteria used to determine
the general credit quality of the entity responsible for repaying the debt. Section 2 addresses how Fitch
Ratings determines ratings for specific security structures. The criteria can also support the assessment
of dedicated tax bonds for certain tax-supported special districts, local governments or other
enterprises with tax support, in conjunction with relevant sector criteria, in cases where the state
approach to dedicated tax bonds is applicable. The FAST Econometric APl — Fitch Analytical Stress
Test Model (FAST), discussed on page 17 and in Appendix A, and the rating approach for appropriation-
backed bonds discussed in the Appropriation-Backed Bonds section can also be used in assigning ratings
inother U.S. public finance sectors where applicable.

Key Rating Drivers

Theultimate ratingoutcomeis the result of consideration of issuer-specific qualitative and quantitative
factors. There is no standard weighting of factors. The significance of risk elements can shift quite
rapidly over time and/or differ markedly across issuers. However, given the significance of the
operating performance considerations to overall credit quality, the assessment of operating
performance is particularly important to determining the final rating.

Public Finance
State Obligations
US.A.
Table of Contents
Scope al
Key Rating Drivers 1
Section 1: Determining General
Credit Quality (IDR)
Peer Analysis 21
Section 2: Determining Ratings for
Specific Securities 22
Payment Force Majeure 28
Grace Periods 28
Distressed Debt Exchanges 28
Variations from Criteria 28
Data Sources 29
Disclosure 29
Limitations 29
Rating Assumption Sensitivity Z9
Appendix A: Revenue Sensitivity
Analysis/Scenario Revenue
Estimates and Definition
of Reserves 30
Appendix B: State Credit
Enhancement Programs 32
Appendix C: Moral Obligations 34
Appendix D: Short-Term Debt
Rating Criteria 36
Cash Flow Borrowings 36
Interim Financing 3

This report updates and replaces "U S.
Public Finance State Governments and
Territories Rating Criteria,” dated April 2,
2024 asit relates to U.S. state government
and territory IDRs.

10



State Rating Criteria

RevenueFramework a2 a a bbb
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Minnesota’s Credit Rating - Economic Resource

Base

POPULATION & EDUCATION

Total Population
Pop. Growth, 1990-2000
Pop. Growth, 2000-2010
Pop. Growth, 2010-Present

Population by Age
Population Dep
<18 Population
18-64 Populatio
>64 Population
Median Age

Y-0-Y Population
Net Internal Mig
Net Internation
Total Net Migra|
Net Natural Inc
Total Populatio

Educational Attair
% with HS Degre
% with Bachelor

EMPLOYMENT
Nonfarm Employment
Monthly Y-o-Y Growth
3-Month Moving YOY Growth
Labor Force
Monthly Y-0-Y Growth
3-Month Moving Y-o-Y Growth

As % of National

1-Year Prior

1-Year Prior as % of Nation:
Unemployment Rate (month

1-Year Prior

Components of Employment
Natural Resources & Mining
Percent of Total
Construction
Percent of Total
Manufacturing
Percent of Total
Trade, transportation, and
Percent of Total
Information
Percent of Total
Financial Activities
Percent of Total
Professional & Business Se
Percent of Total
Educational and Healthcare
Percent of Total
Leisure & Hospitality
Percent of Total
Other Services
Percent of Total
Government
Percent of Total
Hachman Index

Unemployment Rate (annual[liZNS€)3

Minnesota

5,793,151.0 340,110,988.0 115
12.4% 13.2%
7.8% 9.7% 110

10.2%

9.2%

Minnesota
3,031,700
1.2%
1.2%
3,090,964

0.7%
0.4%

Dec-2024
Dec-2024
Dec-2024
Dec-2024
Dec-2024
Dec-2024

159,943,000
1.3%
1.2%
167,746,000
0.7%
0.4%

Dec-2024| 115

u.s.

Minnesota

Real GDP (‘000) 390,907,900 2023| 22,671,096,000
2024Q3 quarterly growth 2.0% 3.1%
2024Q2 quarterly growth 1.3% 3.0%
2024Q1 quarterly growth -2.8% 1.6%
2023Q4 quarterly growth 2.7% 3.2%

Components of Real GDP ('000)

Natural Resources & Mining 8,365,600 2023| 533,936,900
Percent of Total 2.1% 2.3%
Construction 15,635,800 2023| 821,062,000
Percent of Total 4.0% 3.6%
Manufacturing 46,010,600 2023|  2,317,923,000
Percent of Total 11.7% 10.2%
Trade, transportation, and utilities 63,537,100 2023|  3,532,920,700
Percent of Total 16.2% 15.5%
Information 17,323,000 2023|  1,605,851,000
Percent of Total 4.4% 7.0%
Financial Activities 83,293,600 2023|  4,676,163,000
Percent of Total 21.2% 20.5%
Professional & Business Services 60,220,100 2023|  3,391,773,000
Percent of Total 15.3% 14.9%
Educational and Healthcare Services 42,346,100 2023(  2,021,153,000
Percent of Total 10.8% 8.9%
Leisure & Hospitality 12,432,400 2023( 889,845,000
Percent of Total 3.2% 3.9%
Other Services 7,443,100 2023( 414,225,000
Percent of Total 1.9% 1.8%
Government 36,242,000 2023|  2,582,255,000
Percent of Total 9.2% 11.3%

Hachman Index b 0.98

1l. Total Non-farm Employment (Indexed: 2007 = 100)

——\

I. Total Population (Indexed: 2007 = 100)

VI. Real GDP (Indexed: 2007 = 100)

2023 160 -
140 |
120 e %
00 =~
20 1
2023 60 -
203
20 -
2023 0 i i i i i i i i i .
2007 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023
2023

—==Minnesota ===U.S.

2023 VIl. Components of Real GDP

2023 2.1% Natural Resources & Mining

4.0% Construction
2023 11.7% Manufacturing

16.2% Trade, Transportation, and Utilities
2028 4.4% Information
2023 21.2% Financial Activities
15.3% Professional & Business Services

2023 10.8% Educational and Healthcare Services

3.2% Leisure & Hospitality
2023 1.9% Other Services

9.2% Government & Government...
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Minnesota’s Credit Rating - Economic Resource

Base

Economic Data Overview

2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 1(()Z-,XEG;J]I'\E
Total nonfarm employment (% change)
Minnesota 1.8 14 1.6 14 14 0.9 0.7 -6.6 2.5 27 1.8 0.7
us. 1.6 1.9 21 1.8 1.6 1.6 1.3 -5.8 2.9 4.3 22 1.3
Labor force (% change)
Minnesota 04 0.6 0.9 0.6 1.6 0.1 12 0.3 -2.3 0.7 0.9 0.5
us. 0.3 0.3 0.8 1.3 0.7 11 0.9 -1.7 0.3 1.9 1.7 0.7
Unemployment rate (% labor force)
Minnesota 5.0 4.3 3.8 3.9 3.5 3.0 33 6.3 37 2.6 238 3.7
us. 74 6.2 53 4.9 44 3.9 37 8.1 53 3.6 3.6 51
Personal income (% change)
Minnesota 0.8 4.9 4.7 21 4.5 52 37 6.4 10.1 3.6 4.2 4.9
us. 11 51 4.7 27 4.9 51 4.8 6.8 9.2 3.1 59 52
Real GDP (% change)
Minnesota 2.7 27 20 15 1.2 238 1.3 -3.3 57 1.8 1.6 1.7
us. 21 25 2.9 1.8 25 3.0 2.6 -2.2 6.1 25 2.9 24
Source: Fitch Ratings; DIVER by Solve, U.S. Bureau of Economic Analysis, U.S. Bureau of Labor Statistics
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Minnesota’s Credit Rating

Revenue Framework - ‘aaa’

Growth Prospects for Revenues
Metrics to Support Assessment

State Governments and Territories

Historical performance of tax revenues (adjusted for estimated effect of changes in tax policy) in comparison to growth in national GDP and inflation

Note: Alternatively, or in conjunction with the above, Fitch may compare key economic and demographic trends exhibited by the issuer relative to national levels. Historical performance is used as a factor for
consideration of future performance. Fitch may incorporate different historical periods in its analysis, including the use of five-year, 10-year and/or 20-year CAGRs, to provide a broader perspective. Expectations
for growth in line with or above the level of U.S. economic performance without the need for tax increases are consistent with a 'aaa’ assessment; growth below U.S. economic performance but above the level of
inflation, ‘aa’; growth approximately in line with the level of inflation, ‘a’; growth below the level of inflation or flat performance, ‘bbb’; and a declining revenue trajectory, ‘bb’.

Source: Fitch Ratings

REVENUE GROWTH 2021 2022 2023 2021 2022 2023
10-Year CAGRs, Revenues and GDP (%) 10-Year CAGRs, Revenues and CPI (%)

Policy-Adjusted Revenues (lIssuer) 5.1 5.4 4.7 Policy-Adjusted Revenues (lIssuer) 5.1 5.4 4.7
Nominal GDP (US) 4.3 4.8 5.1 CPI (US) 1.9 2.5 2.7

Difference 0.8 0.6 (0.4 Difference 3.2 2.9 2.0
Unadjusted Revenues (Issuer) 5.3 5.4 4.7 Unadjusted Revenues (Issuer) 5.3 5.4 4.7
Nominal GDP (US) 4.3 4.8 5.1 CPI (US) 1.9 2.5 2.7

Difference 1.0 0.6 (0.4) Difference 3.4 2.9 2.0

Source: Fitch

Records &

Lumesis
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Minnesota’s Credit Rating

Expenditure Framework - ‘aaa’

Flexibility of Main Expenditure Items
Metrics to Support Assessment

State Governments and Territories

Carrying cost: Governmental debt service + pension ADC + OPEB actual payment/governmental expenditures (most recent year)

Workforce evaluation: When workforce is a notable expense driver, consideration of an issuer’s control over workforce spending based on factors such as management’s independent
control of headcount, compensation and work rules, existence/terms of contractual agreements with labor, and laws covering collective bargaining and the ability to strike

. The carrying cost metric isolates spending that is a more fixed obligation. Fitch considers a carrying cost metric of less than 10% to be consistent with a ‘aaa’ assessment; > 10% and
< 20%, ‘aa’; 2 20% and < 25%, ‘a’; 2 25% and < 30%, ‘bbb’; and 2 30%, ‘bb’, while noting that the carrying cost metric is only one consideration in the assessment of expenditure
flexibility.

. The workforce evaluation highlights a government issuers’ relative ability to control labor costs. State governments generally have ample flexibility to cut spending because of both largely

sovereign powers under the U.S. governmental system and the fact that states generally provide funding that is used by other entities, often local governments, to provide services rather
than the state providing services directly. Labor costs are more inflexible and represent a large part of some territory budgets.

ADC - Actuarily determined employer contribution
Source: Fitch Ratings

Minnesota, State of (MN) — Carrying Costs

(%) m Carrying costs as % of governmental expenditures m U.S. State median

6

2016 2017 2018 2019 2020 2021 2022 2023 2024

o B N W b
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Minnesota’s Credit Rating

Long-term Liability Burden - ‘aaa’

Long-Term Liability Burden
Metrics to Support Assessment

State Governments and Territories

Direct debt + Fitch-adjusted net pension liability as a percentage of personal income and of GDP

. The liabilities as a percentage of resident personal income metric indicates the burden on the economic base and is the primary metric for analysis in most cases. Fitch considers a
liabilities-to-income metric of less than 10% to be consistent with a 'aaa' assessment; less than 20%, 'aa'; less than 40%, 'a'; and less than 60%, 'bbb'.

. Using current metrics as a base, analysis focuses on expectations for the future, incorporating expectations of capital plans/needs and the pace at which debt is paid down, the
adequacy of current pension contribution policies and economic expectations.

. Fitch also considers the liability burden as a percentage of a state’s or territory's GDP for state governments and territories whereby personal income does not fully reflect the

resource base. For these states and territories, Fitch uses a similar scale as with personal income analysis and considers a total liabilities to GDP metric of less than 10% to be
consistent with a ‘aaa’ assessment; 2 10% and < 20%, ‘aa’; 2 20% and < 40%, ‘a’; 2 40% and < 60%, “bbb'; and = 60%, ‘bb’.

Source: Fitch Ratings

Minnesota, State of (MN) — Long-Term Liability Burden

(%) ® Direct debt + pensions as % of personal income m U.S. State median
9
8
7
6
5
4
3
2
1
0

2016 2017 2018 2019 2020 2021 2022 2023 2024

Source: Fitch Ratings, State of California Annual Comprehensive Financial Reports
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Minnesota’s Credit Rating

Long-term Liability Burden - ‘aaa’

State Direct Debt and Adjusted Pension Liabilities

(% of personal income, fiscal 2023)

(%) s Direct debt s Adjusted NPL s Median: 4.2%

25

20

15

10

5

o IIIIIII.........III----
53ESQ9:E0522%3595823235820%¢

)

Note: California, lllinois and Nevada figures based on available disclosure, given the absence of annual comprehensive financial statements.
NPL - Net pension liability.
Source: Fitch Ratings, Fitch Solutions, state and pension annual comprehensive financial reports, state bond documents, U.S. Bureau of Economic Analysis
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Minnesota’s Credit Rating

Operating Performance - ‘aaa’

Financial Resilience through Downturns
Metrics to Support Assessment

° Interpretation of Scenario Analysis is an important driver of the financial resilience assessment for state governments and territories.

Source: Fitch Ratings

Budget Management in Times of Economic Recovery
Metrics to Support Assessment

State Governments and Territories

Consideration of historical and expected budgeting practices

° Dollar difference between pension ADC and actual pension contribution as a percentage of spending.

Source: Fitch Ratings

State Revenues and Expenditures in an Unaddressed Stress Available Fund Balance as % of Spending in an Unaddressed
Stress
) Available Fund Balance as % Spending
%) State expenditures State revenues (%) e State Median for Available Fund Balance as % of Spending
50,000 Actual : Scenario 0 Actual : Scenario
I |
45,000 | 35 |
40,000 I
I 30 ]
35,000 i |
30,000 : 25
I
25,000 i 20 t
1 1
20,000 . 15 |
15,000 ] I
I 10 1
10,000 | :
5,000 : 5 .
|
° S 2 ! ° :
wn el [ce] o~ — N (s el ~N @ ~ [ee] o~ o i o~ [se] < - N
S 5 5 & & & & & & 8 & & =w s ) ISy S ) S S ) 5 &
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All Fitch Ratings (Fitch) credit ratings are subject to certain limitations and disclaimers. Please read these limitations and
disclaimers by following this link . In addition, the following https://www: fitchratings.com/rating-definition-document details
Fitch's rating definitions for each rating scale and rating categories, including definitions relating to default. Published ratings,
criteria, and methodologies are available from this site at all times. Fitch's code of conduct, confidentiality, conflicts of interest,
affiliate firewall, compliance, and other relevant policies and procedures are also available from the Code of Conduct section of
this site. Directors and shareholders’ relevant interests are available at
https://www fitchratings.com/understandingcreditratingshttps://www.fitchratings.com/site/regulatory. Fitch may have
provided another permissible or ancillary service to the rated entity or its related third parties. Details of permissible or ancillary
service(s) for which the lead analyst is based in an ESMA- or FCA-registered Fitch Ratings company (or branch of such a company)
can be found on the entity summary page for this issuer on the Fitch Ratings website.

In issuing and maintaining its ratings and in making other reports (including forecast information), Fitch relies on factual information it receives from issuers and
underwriters and from sources Fitch believes to be credible. Fitch conducts a reasonable investigation of the factual information relied upon by it in accordance with
its ratings methodology, and obtains reasonable verification of that information from independent sources, to the extent such sources are available for a given
security or in a given jurisdiction. The manner of Fitch's factual investigation and the scope of the third-party verification it obtains will vary depending on the nature
of the rated security and its issuer, the requirements and practices in the jurisdiction in which the rated security is offered and sold and/or the issuer is located, the
availability and nature of relevant public information, access to the management of the issuer and its advisers, the availability of pre-existing third-party verifications
such as audit reports, agreed-upon procedures letters, appraisals, actuarial reports, engineering reports, legal opinions and other reports provided by third parties,
the availability of independent and competent third- party verification sources with respect to the particular security or in the particular jurisdiction of the issuer,
and a variety of other factors. Users of Fitch's ratings and reports should understand that neither an enhanced factual investigation nor any third-party verification
can ensure that all of the information Fitch relies on in connection with a rating or a report will be accurate and complete. Ultimately, the issuer and its advisers are
responsible for the accuracy of the information they provide to Fitch and to the market in offering documents and other reports. Inissuing its ratings and its reports,
Fitch must rely on the work of experts, including independent auditors with respect to financial statements and attorneys with respect to legal and tax matters.
Further, ratings and forecasts of financial and other information are inherently forward-looking and embody assumptions and predictions about future events that
by their nature cannot be verified as facts. As a result, despite any verification of current facts, ratings and forecasts can be affected by future events or conditions
that were not anticipated at the time a rating or forecast was issued or affirmed. Fitch Ratings makes routine, commonly-accepted adjustments to reported financial
datain accordance with the relevant criteria and/or industry standards to provide financial metric consistency for entities in the same sector or asset class.

The information in this report is provided "as is" without any representation or warranty of any kind, and Fitch does not represent or warrant that the report or any
of its contents will meet any of the requirements of a recipient of the report. A Fitch rating is an opinion as to the creditworthiness of a security. This opinion and
reports made by Fitch are based on established criteria and methodologies that Fitch is continuously evaluating and updating. Therefore, ratings and reports are the
collective work product of Fitch and no individual, or group of individuals, is solely responsible for a rating or a report. The rating does not address the risk of loss due
to risks other than credit risk, unless such risk is specifically mentioned. Fitch is not engaged in the offer or sale of any security. All Fitch reports have shared
authorship. Individuals identified in a Fitch report were involved in, but are not solely responsible for, the opinions stated therein. The individuals are named for
contact purposes only. A report providing a Fitch rating is neither a prospectus nor a substitute for the information assembled, verified and presented to investors by
the issuer and its agents in connection with the sale of the securities. Ratings may be changed or withdrawn at any time for any reason in the sole discretion of Fitch.
Fitch does not provide investment advice of any sort. Ratings are not a recommendation to buy, sell, or hold any security. Ratings do not comment on the adequacy
of market price, the suitability of any security for a particular investor, or the tax-exempt nature or taxability of payments made in respect to any security. Fitch
receives fees from issuers, insurers, guarantors, other obligors, and underwriters for rating securities. Such fees generally vary from US$1,000 to US$750,000 (or
the applicable currency equivalent) per issue. In certain cases, Fitch will rate all or a number of issues issued by a particular issuer, or insured or guaranteed by a
particular insurer or guarantor, for a single annual fee. Such fees are expected to vary from US$10,000 to US$1,500,000 (or the applicable currency equivalent). The
assignment, publication, or dissemination of a rating by Fitch shall not constitute a consent by Fitch to use its name as an expert in connection with any registration
statement filed under the United States securities laws, the Financial Services and Markets Act of 2000 of the United Kingdom, or the securities laws of any
particular jurisdiction. Due to the relative efficiency of electronic publishing and distribution, Fitch research may be available to electronic subscribers up to three
days earlier than to print subscribers.

For Australia, New Zealand, Taiwan and South Korea only: Fitch Australia Pty Ltd holds an Australian financial services license (AFS license no. 337123) which
authorizes it to provide credit ratings to wholesale clients only. Credit ratings information published by Fitch is not intended to be used by persons who are retail
clients within the meaning of the Corporations Act 2001.

Fitch Ratings, Inc. is registered with the U.S. Securities and Exchange Commission as a Nationally Recognized Statistical Rating Organization (the "NRSRO"). While
certain of the NRSRO's credit rating subsidiaries are listed on Item 3 of Form NRSRO and as such are authorized to issue credit ratings on behalf of the NRSRO (see
https://www.fitchratings.com/site/regulatory), other credit rating subsidiaries are not listed on Form NRSRO (the "non-NRSROs") and therefore credit ratings
issued by those subsidiaries are not issued on behalf of the NRSRO. However, non-NRSRO personnel may participate in determining credit ratings issued by or on
behalf of the NRSRO.

Copyright © 2025 by Fitch Ratings, Inc., Fitch Ratings Ltd. and its subsidiaries. 33 Whitehall Street, NY, NY 10004. Telephone: 1-800-753-4824, (212) 908-0500.
Reproduction or retransmission in whole or in part is prohibited except by permission. All rights reserved.
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