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Proposed Action

That the Metropolitan Council authorizes an amendment to the MCES budget and
transfers, from the Wastewater Operating Contingency Reserve of 1) $5,000,000 for
Retiree Health Care or Other Post-Employment Benefits (OPEB) Reserve to supplement
the existing fund balance, and 2) $512,442 for early payoff of Current Value Credit
(CVC) debt.

Background

Council policy calls for review of the OPEB balance and unfunded liability when there are
surpluses in the Operating Contingency Reserve Fund. The new actuarial study
establishes the liability for the “explicit” benefit provided for MCES retirees by union
bargaining agreements at $58 million at December 31, 2009, compared to a fund
balance of $28 million.

Current Value Credits are MCES liability for the acquisition of local government facilities
during the regionalization process many years ago. By statute (referenced above), the
local governments had their wastewater debt service acquired by predecessor agencies
to MCES and also were promised these “credits” for the local cost basis they had in their
wastewater facilities. The statute specifies that these costs could be paid back over 30
years at 4% interest. Three such loans remain outstanding, scheduled for payoff in 2015
and 2016, as detailed in Attachment 1. If this item is approved, we will pay off the
remaining $512,442 principal before the end of 2010.

Rationale
Fund transfers and budget amendments require Council approval.

In the Operating reserve these funds are in excess of the Council target for the MCES.
However the OPEB reserve remains underfunded and so transferring the funds puts it

where it is needed. Moreover, the transfer although uncertain may also be expected to
earn greater returns at the state board of investment.

Funds in the Wastewater Operating Contingency Reserve have earned approximately
2.5% in 2009. Council Treasury has provided an assumed earning rate of 2.6% for 2010
and 2011. CVC payments are accruing interest at 4%, so there is a small savings from
reduced interest and also this payoff will also bring an end to a minor accounting effort.



Funding

At December 31, 2009, the Wastewater Operating Contingency Reserve Fund balance
was $26.9 million, or $14.9 million above its $12 million target of 10% of 2010 operating
costs. At this time it does not appear that MCES is likely to use much of the $2.2 million
budgeted to be used in 2010. MCES has forecasted using $8.5 million of these funds to
mitigate municipal wastewater rate increases in 2011-15. If no reserves are needed in
2010, then approximately $6.4 million of the reserve fund to be transferred to other
funds or used for other purposes. The transfers proposed leave a buffer of about $1
million (in addition to the reserve not forecast to be used for a few years).

Known Support / Opposition
There is no known opposition or support for the transfers.
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