
Minnesota Department of Natural Resources 
500 Lafayette Road Saint Pau1,Minnesota 55155-4037 

Office o f  the C o r n r n i s s i o n e l r  
651-259-5555 

October 3,2008 

The Honorable Ellen Anderson The Honorable Jean Wagenius 
Env., Energy and N..R. Budget Division chair Environment and N.R. Finance chair 
75 Rev. Dr. Martin Luther King Jr. Blvd. 449 State Office Building 
Capitol Building, Room 120 100 Rev. Dr. Martin Luther King Jr. Blvd. 
St. Paul, Minnesota 551 55-1606 St. Paul, Minnesota 55155 

Commissioner Tom Hanson 
Department of Finance and Employee Relations 
658 Cedar Street 
St. Paul, Minnesota 55 155 

Dear Senator Anderson, Representative Wagenius and Commissioner Hanson: 

Pursuant to Minnesota Statutes 97A.4742 Sub. 3, the commissioner of the Department of Natural 
Resources (DNR) is required to report on the adequacy of lifetime license fees and provide 
specific recommendations for fee adjustments. 

Legislation was passed in 2000 providing for the sale of lifetime licenses for certain hunting and 
fishing activities. The new lifetime licenses were available for sale to state residents beginning 
March 1,2001, and to non-residents beginning March 1,2002. 

At the time of implementation, assumptions were made regarding the interest rate, rate of fee 
increases, and percent of licenses activated annually. The chart below shows the original 
assumptions along with the actual outcomes. 
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Actual Outcome 
4% 
5.84% 
80.80% 

Annual Fee Increase 
Average Investment Rate of Return 
Annual License Activations 

Original Assumption 
4% 
8% 
75% 
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Attached are two additional tables that demonstrate the impact of original assumptions and 
actual outcomes on the lifetime license fund balance. Table 1 reflects the status of the fund 
balance given the original assumptions. Under these assumptions, the fund balance remains 
positive throughout the life of the model. Table 2 reflects the status of the fund.balance based on 
actual outcomes. This table shows a negative balance for the lifetime license fund by 205 1. 

A key difference between the original assumptions and the actual outcomes is the average 
investment rate of return. To balance the fund, the DNR would need to raise lifetime license fees 
approximately 15-20 percent. Given the fund balance will remain adequate for more than 40 
years and due to the current instability of interest rates, the DNR will not request changes to 
lifetime license fees at this time. 

The DNR will continue to monitor the fund balance and report'to the legislature on a biennial 
basis. 

Sincerely, 

Mark Holsten, Commissioner 
Dep-ent of Natural Resources 

Attachments (Table 1 and Table 2) 

c: Laurie Martinson 
Bob Meier 
Denise Anderson 
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TABLE 2 
PROJECTION OF FUND BALANCE 

(Based on actual outcomes) 

Activation rate 
Based on Existing Lifetime License Sales 

Annual investment rate o 5.8% through License Year 2006 

Activation rates based on historical records thru license year 2006. 
L~ctivation rd 82.0% 1 88.0% 1 84.0% 1 74.0% 1 77.0% 1 80.0% 1 



DATE: 10/7/2008 

LEGISLATIVE REPORT - Cost of Preparation 

NAME OF LEGISLATIVE REPORT - Adeauacv of Lifetime License Fees 

Based on: 

Minnesota Statute Reference: M.S. 97A.4742 Subd. 3 

Prepared by: Andrt Prahl, Department of Natural Resources 

Phone: 651 -259-5548 

E-Mail: Andre.Prahl@dnr.state.mn.us 

I:\OMB\Budget & Financial Analysis Unit\Lifetirne License\October 2008 Fee Report\Worksheet on Cost to Prepare 
legislative reports.doc 
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$1 3,005 
$20.00 

DescripTIon of CostG :- - : 
Staff Time 
Duplication Cost (includes paper,) 

Other: 

TOTALTOPREPAREREPORT 
( ~ o t e :  Right click on amount cell and 
choose update to complete) 

fu_rfhkr ex'ptairatioh_if n e c ~ = s s ~ ~  - 

9 weeks salary among 4 staff 

$1 3,025 


